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From the CEOs

Fellow shareholders,

As we close out another fiscal year chock-a-block & \with wins, we find ourselves in a climate
of widespread uncertainty. Yet despite unsettling world events and headlines reporting
macroeconomic volatility, Atlassian continues to march forward with a long-term mindset,

delivering top-notch products and legendary service to our customers. *.*

We capped off FY22 with strong Q4 results across our three markets: agile and DevOps, IT
service management (ITSM), and work management. Not only did our customer base top
242,000 this quarter, but our headcount also grew by 634 with most new hires in R&D - a

testament to our team’s ability to execute against ambitious hiring goals.

We firmly believe that Atlassian is uniquely positioned, having deep-seated momentum and a
differentiated business model. This gives us the confidence to make incremental investments —
despite the current environment — that will fuel even more durable growth over the long term
and deepen our strategic advantages. We know this is an unconventional choice right now and

want to be open with our investors about it.

We will remain vigilant in this environment, and while we are not insulated from broader
macroeconomic pressures, there are three dynamics particular to Atlassian’s business informing
our decision to press forward. First, we’ve observed over the years that developers tend to be the
last roles companies scale back on. We believe this will continue to prove true, especially for the
overwhelming number of organizations undergoing digital transformation. Second, whilst our
products punch above their weight in terms of value, Atlassian is a relatively small line item in
overall IT budgets and likely not where customers look to reduce costs. Third, customers tell us
that Atlassian products are mission-critical for them. And because our products are already the

low-cost option, there aren’t further savings to be had from switching to a competitor.

Again, we’ll continue to scan the horizon for warning signs and be candid with investors as we

have throughout our six+ years as a public company. @

As we shared at our Investor Day in April, we have a line of sight to $10 billion in annual revenue
based on our current products and core markets. We believe our investments will propel us past
this milestone faster, while further strengthening our strategic position. History shows that
turbulent economic environments offer a chance for companies to gain market share - to shake
up the leaderboard. Atlassian intends to seize this moment with all the thoughtfulness and

iIngenuity you’ve come to expect from us.
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We can’t predict what the future holds at a macro level, but we’re forging ahead with conviction
and vigilance as we keep playing offense in FY23. Our mission is to unleash the potential of
every team. And right now, that’s especially important for those of our 242,000+ customers who

are facing instability. We’ll continue to deliver innovative products and practices to help them

find their footing quickly.

Head in the cloud, feet on the ground

Atlassian rolls into the new fiscal year with robust momentum in the cloud. We closed FY22 with
over 200,000 Cloud customers, Cloud revenue growth in Q4’22 of 55% year-over-year, and a
Cloud net expansion rate that topped 130% (with large customers topping 140%). Looking ahead,
we expect Cloud revenue growth to continue at a healthy pace, reiterating what we’ve said

previously: approximately 50% year-over-year for both FY23 and FY24, with approximately 10

points of this growth driven by migrations in both years.

Migrations to our Cloud products from on-premises instances are moving ahead at a steady clip,
with Cloud migrations in FY22 up more than 2x over the prior year. This includes a growing
number of enterprise customers, including the likes of Deutsche Bank and Sun Life. We’re
honored to have earned their trust in our world-class, enterprise-grade platform and are keen to

enhance the value they get from it over the years with new products and capabilities.

ATLASSIAN + DEUTSCHE BANK

“Migrating to Atlassian's cloud-based services supports Deutsche Bank’s agile
transformation. Jira Software and Confluence enable our teams to better organize
their daily work, drive agile collaboration, and exchange ideas while simplifying
operations and reducing costs by moving to a single platform.”

Marcus Jung
Head of End User Computing at Deutsche Bank

Deutsche Bank

We frequently hear from customers who are happier than ever after migrating to Cloud. And it’s

not just the admins. At Sun Life, for example, 97% of end users say they’re satisfied with our

Cloud products.

We expect the enterprise migration trend to continue rolling into FY23, especially as we’ve now

opened up 35,000-user Cloud instances to our entire customer base.
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Extraordinary customer value is our secret sauce &

At our Investor Day event in April, we shared detailed materials that explain our perspectives on

our three markets, our cloud platform, and building an enduring company. We encourage all
investors and stakeholders to read these materials in depth as they provide a great summary of

our thinking. L.

We’ve also shared a massive set of product updates in the past few months, both at Team 22
and in our Q3 shareholder letter. So this quarter, we’d like to focus on the value our customers

get from Atlassian products and why we win in each of our three markets.

Agile and DevOps

This is our home turf, historically speaking. We know this audience well and have a strong
reputation in this market. We understand that curating a custom toolchain is the best way to
develop software, which is why developers prefer it to our competitors' monolithic products that

try to be good at everything but inevitably fall short.

We focus on being a central nervous system that connects best-of-breed tools, rather than
trying to cover every use case ourselves. With Atlassian, software teams get a level of flexibility
they won’t find with any other vendor. They can mix n' match Jira Software, Bitbucket, and
Confluence with dozens of 3rd-party tools that integrate seamlessly through our Open DevOps
framework. We’re also delivering a steady stream of new offerings like Compass and Jira Product
Discovery that connect developers with their colleagues in operations and product

management.

Today, over 100,000 customers around the world use Jira Software. This highlights the massive
opportunity just within our installed base of 242,000+ customers. And we’ve got the rest of the

world’s software teams in our sights.

IT service management

We’ve been saying it for ages: the silos separating development and IT teams are disappearing.
That’s why we’ve spent the past several years bringing dev and IT together into the same
products - something Atlassian is uniquely positioned to do because we’re already known and
trusted by both groups. Not to mention the fact that our Cloud products run on top of a true

platform that connects users, data, and content across products.

All of which help service teams move faster. At The Telegraph UK, Atlassian products allow their
IT teams to “move at the speed of the industry.” Similarly, the Yale School of Management says
our products have boosted efficiency so much that they “can’t do without them” because their

stakeholders have come to expect the high level of service they now provide.
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Jira Service Management suits both Fortune 500 companies and startups operating out of a
garage. Where our competitors' ITSM products are far more expensive and have interminable

sales cycles, we get our customers up and running in as little as a day so they can spend more

time serving their customers. That’s pretty attractive in this economy. Or any economy.

Work management

As a company that embraces autonomy for its teams, Atlassian knows there are lots of ways to
collaborate effectively. Our work management products offer varying degrees of structure so

every team can support their preferred way of working. And thanks to products like Confluence

(which had a banner year in FY22) and Atlas that go wall to wall within an organization, plus

deep integrations between Trello and the Jira family of products, teams stay aligned no matter

how they track their day-to-day work.

Atlassian is the only work management vendor to bridge technical and non-technical teams.
Historically, we would land with a development team, then spread to their colleagues in “the

business.” Indeed, 46% of Jira Software users are in non-technical roles. Today, we are

increasingly landing with the rest of the organization as companies search for ways to help their

teams work differently, together. We’re seeing strong growth across our work management

products, with Confluence leading the way.

ATLASSIAN + SPROUT SOCIAL

“[Atlassian] tools help us come together and work together in a way that we can
visualize and share with other team members. It’s helped us brainstorm and think
outside the box, come up with exciting ideas, then turn them into processes.”

Haley Ennes

Recruitment Operations Lead at Sprout Social

Atlassian generates all this success and momentum across our three markets by doing things
differently. We are prudent stewards of capital, but we’re not afraid to invest for the long term
when we see a chance to further strengthen our advantages. We embrace transparency with our
customers and empower them to walk through the buyer’s journey at their own pace. We scale

our teams thoughtfully so we can grow sustainably. We invest more in R&D than our peers and

have one of the most (if not the most) efficient GTM machines in software.

We strive to deliver more value than what customers are paying for. And they love us for it.
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TEAM Anywhere goes wall-to-wall within IndiQ ==

While other companies are facing record attrition, our Team Anywhere program and award-

winning culture have largely shielded us from the “great resignation.” Even long-serving star
performers who could have their pick of employers or perhaps even retire early are choosing to
stay with Atlassian. After previously opening up New Zealand, as well as expanding within
Canada and Europe, Atlassians can now work from anywhere within India. This opens up massive

new talent pools to hire from and gives our existing employees in India more choice.

We’ve hired over 2,300 Atlassians globally (over a quarter of our team) over the past year, 50% of
whom live more than two hours from an office location, and over 3,800 Atlassians in total over

the past two years. Thanks to Team Anywhere, Atlassian has access to a much larger talent pool

and can drive towards our hiring goals without lowering the bar.

Now that our offices are open again, we look forward to bringing our teams together in
intentional ways that enhance collaboration, deepen our personal connections, and boost our
energy. We’ll continue to provide the most flexible, inclusive work environment possible. It’s the

way of the future, it’s the right thing to do, and it’s how we’ll keep attracting the best talent.

Been there, done that, came out on top

Running a software company with nearly $3 billion in revenue isn’t exactly the wild-wild West,
but the phrase “this ain’t our first rodeo” rings true. Atlassian started in 2002 with a $10,000-
limit credit card, so we have 20 years of experience when it comes to disciplined choices and
patient, long-term thinking as we look towards that $10 billion revenue milestone and beyond.

And when it’s necessary, we’re not afraid to make bold, calculated moves that other companies

shy away from.

We seized opportunities during the economic turbulence of 2008-2009 to scoop up talent that
wouldn’t have been available otherwise and broadened our customer base by offering $S10
starter licenses for our products. Today we’re echoing that approach with Free editions of our
Cloud products and ambitions to more than double our headcount over the next few years.

Playing offense when others were throwing off their back foot \@‘ worked for us then, and we’re

confident it will work for us now.

Atlassian’s values endure no matter what the market conditions. We’ll continue to be

transparent, care for our customers and teams, balance opportunity versus risk, and be the

change we want to see in the world. That’s how we’ll continue to win.
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Welcoming new CFO Joe Binz ¢ )

We are thrilled to announce that Joe Binz will join Atlassian as CFO on September 6, 2022. Joe
brings more than 25 years of finance leadership and experience in the technology industry. Since
2014, he has held the role of Corporate Vice President, Finance at Microsoft, where he was
responsible for leading the company’s financial planning and analysis, investor relations,
acquisition integration, and procurement functions. Over his twenty-year career with Microsoft,
he was a pivotal finance leader where he most notably guided the company’s business
transformation through its multi-billion dollar move to the cloud. Prior to his time at Microsoft,
Joe spent eight years at Intel where he held a variety of finance roles supporting manufacturing
operations, product groups, and Intel Capital. He holds a Bachelor of Science in Finance from the
University of Illinois Urbana-Champaign, and a Master of Business Administration from the

University of Michigan’s Ross School of Business.

We’ve both enjoyed getting to know Joe over the past few months and couldn’t be more excited
for him to join the TEAM.

We end FY22 with tremendous gratitude for the way our customers, partners, and employees

stay focused on delivering great products and building a vibrant community around Atlassian.'

Here’s to the road ahead, and to unleashing the potential of every team.

MIKE & SCOTT

Scott Farquhar
Co-founder and co-CEO

Mike Cannon-Brookes
Co-founder and co-CEO

° The bottom line

Despite the current climate of uncertainty, Atlassian continues to march
ahead. We have unwavering conviction in our business model, team, and
ability to keep winning in our three global markets.

Cloud migrations and revenue growth remain robust, with net expansion rate
in the Cloud exceeding 130% (with large customers topping 140%).

Our Team Anywhere program around remote work continues to offer our
employees more flexibility and create ever-larger talent pools to hire from as

we scale toward $10 billion in revenue and beyond.
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Cameron Deatsch
Chief Revenue Officer

Customer highlights Wk

Atlassian continued to see healthy growth in all segments of our customer base thanks to our
full ladder of Cloud product editions from Free to Enterprise. Our hyper-efficient self-serve sales
funnel landed 37,869 net new customers in FY22, with 8,048 coming in this past quarter. That

brings our total customer count to 242,623.

Customers

For each period ended 242 623
P 234,575 ’

226,521

216,500

204754

188,033

174,948

166180

156,863 159,433

Q320 Q4'20 Q121 Q221 Q3'21 Q4'21 Q122 Q222 Q322 Q4'22

In Q1'22, we refined our definition of a customer to capture unique domains that have at least one active and paid product license
or subscription, with 2 or more seats, excluding starter licenses/subscriptions. The primary difference between the customer count
under the prior and updated definition is that we are no longer including Trello single-user accounts in the customer count.

Behind the scenes, our innovation machine (aka, our R&D teams) is always finding new ways to
inspire and delight our customers. The incredible value we deliver keeps customers coming back

for more, allowing us to expand our footprint within their walls, which creates a virtuous cycle

that fuels even more R&D investment.

We continue to enhance our existing products - Jira Service Management’s new knowledge
base, for example - while launching new products like Atlas and Compass that come out of our
internal incubator program, Point A. Customers fired up tens of thousands of instances of our

Point A products in FY22, and we’re gearing up for even more in FY23. w, And we do all of this on
the back of our industry-leading GTM model.
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Once customers land with us, we can identify those with the highest expansion potential with
surgical precision and focus our high-touch tactics on those organizations. We already serve
over two-thirds of the Fortune 500, yet no one customer represents more than 1% of our total
revenue. This strateqgy, bolstered by our ecosystem of apps that make the core products stickier,

is what drives the enviable lifetime customer spend Atlassian enjoys.

See you in Septemmmber... 3’

As Mike and Scott said above, we’ve never felt more confident about our strategies in each of
our three markets, and the secular trends that reinforce them. | encourage you to watch our
three market-specific keynote sessions from Team ‘22 if you missed them back in April. You’ll
get to see all the latest product updates in action, and hear more about our vision for the future

of agile and DevOps, IT service management, and work management.

Building on the success of Team ’22, Atlassian is holding events tailored to each of our markets
for the first time ever. We’ll kick things off in September with a work management event,
Atlassian Presents: Work Life. Events for the other markets will follow later in FY23. Each event
will highlight our leadership in these markets, build deeper relationships with our global
audience, and give attendees an up-close view of how Atlassian products can help them

collaborate more effectively.

So mark your calendars for September 29th. Whether you join us in person at the Chase Center
in San Francisco, or enjoy the live streams from wherever you are, | hope you can be there as we

explore how teams can work differently, together.
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Scott Farquhar
Interim Chief Financial Officer

Financial highlights

Fourth quarter and fiscal year 2022 financial summary

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

Three Months Ended June 30, Fiscal Year Ended June 30,

2022 2021 2022 2021
IFRS Results
Revenue $759,841 $559,539 $2,802,882 $2,089,132
Gross profit $626,687 $461,572 $2,337,175  $1,753,111
Gross margin 82.5% 82.5% 83.4% 83.9%
Operating income (loss) ($63,253) ($7,526) ($106,457) $101,634
Operating margin (8.3%) (1.3%) (3.8%) 4.9%
Net loss ($105,463) ($213,073) ($614,124) ($696,315)
Net loss per share - diluted ($0.41) ($0.85) ($2.42) ($2.79)
Cash flow from operations $230,397 $184,367 $883,496 $841,330
Non-IFRS Results
Gross profit $644,025 $473,767 $2,404,717 $1,800,244
Gross margin 84.8% 84.7% 85.8% 86.2%
Operating income $108,919 $94,869 $633,028 $519,120
Operating margin 14.3% 17.0% 22.6% 24.8%
Net income $68,072 $62,238 $434,292 $357,577
Net income per share - diluted $0.27 $0.24 $1.69 $1.40
Free cash flow $194,697 $164,241 $763,771 $764,936

A reconciliation of IFRS to non-IFRS 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.

Fourth quarter fiscal year 2022 highlights

Atlassian turned in another quarter of strong financial performance in Q4°’°22, capping off another
year of steady execution against our long-term goals. We continue to see momentum in Cloud
migrations and growing demand for our products. We are entering FY23 with a clear roadmap

and conviction in the sizable opportunities that we have identified.
Highlights for Q4’22 include:

Subscription revenue grew by 55% year-over-year. Cloud revenue grew by 55% year-over-year
and Data Center revenue grew by 60% year-over-year. We are proud of these growth rates as

we closed out FY22 in strong fashion.

Cloud revenue continued to see durable year-over-year growth, against a tough compare.

The growth was primarily driven by demand from existing customers.

Data Center continued to see strong demand, driven in part by tailwinds from some

customers purchasing ahead of pricing changes and the reduction of loyalty discounts.
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One of the things we’re most proud of is we continue to execute well against our ambitious

hiring plans. We added 634 net new Atlassians in Q4°22, and over 2,300 net new Atlassians in

FY22, bringing our total headcount to 8,813. Most of our new hires are focused on R&D. We will

leverage our unique culture, “Team Anywhere,” and our financial capacity to continue adding

top-tier talent in FY23.

- We capped off FY22 with strong free cash flow results, even as we continue to invest against

the sizable market opportunities in front of us. Free cash flow for Q4’22 totaled $194.7 million,

representing a 26% free cash flow margin. Our strong financial position provides us with the

flexibility to invest purposefully and create value for our customers.

Revenue
(U.S. S in thousands, except percentage datal)

Year-over-year

Q4'22 Q4'21 growth %
Revenues by Type
Subscription 597,297 $ 385,510 55 %
Maintenance 117,095 131,080 (11)%
Other 45,449 42,949 6 %
Total revenues 759,841 9 559,539 36 %
Year-over-year
Q4'22 Q4'21 growth %
Revenues by Deployment
Cloud 433,969 $ 280,221 55 %
Data Center 158,921 99,125 60 %
Server 117,629 140,318 (16)%
Marketplace and services 49,322 39,875 24 %
Total revenues $ 759,841 $ 559,539 36 %
Total revenue
. - . . o
U.S. S in millions (year-over-year growth rate in %) 40,5 $§750.8
$688.5

$614.0
S568.7 S559.5

Q3’21 Q4°21 Q7122 Q2’22 Q3’22 Q4°22
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Revenues by deployment
(U.S. S in millions, except percentage data)

$759.8

Server (1) S7405
$688.5

B Marketplace and services (2)
B Data Center

B Clouo $614.0
S568.7 $559.5

$39.9

559 9

S99
S94.7

Note: revenue totals may
not foot due to rounding

Q3’21 Q4°21 Q71722 Q2’22 Q3’22 Q4°22

Year-over-year growth %

Cloud 35% 47% 53% 58% 60% 55%
Data Center 75% 62% 68% 83% 59% 60%
Marketplace and services 86% 13% 26% 20% (4%) 24%
Server 17% (2%) (7%) (12%) (19%) (16%)
Total revenues 38% 30% 34% 37% 30% 36%

(1) Included in Server is perpetual license revenue. Perpetual license revenue is captured as other revenue on
the 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 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)

Q4'22 Q4'21
Gross margin
IFRS gross margin 82.5% 82.5%
Non-IFRS gross margin 84.8% 84.7%
Total operating expenses
IFRS operating expenses $689,940 $469,098
Non-IFRS operating expenses $535,106 $378,898
Research and development expenses
IFRS research and development expenses $379,000 $245,929
Non-IFRS research and development expenses $276,532 $190,792
% of total revenues 36.4% 34.1%
Marketing and sales expenses
IFRS marketing and sales expenses $179,308 $133,429
Non-IFRS marketing and sales expenses $150,461 $114,377
% of total revenues 19.8% 20.4%
General and administrative expenses
IFRS general and administrative expenses $131,632 $89,740
Non-IFRS general and administrative expenses $108,113 $73,729
% of total revenues 14.2% 13.2%
Operating income
IFRS operating loss $(63,253) $(7,526)
Non-IFRS operating income $108,919 $94,869
% of total revenues 14.3% 17.0%

Q4’22 operating margin was impacted by approximately one percentage point due to one-time
costs we incurred as we supported a small cohort of customers through an outage in April 2022,

fully restored their instances, and made improvements to enhance our internal processes.

Headcount

Total employee headcount was 8,813 at the end of Q4°22, an increase of 634 net new employees

since the end of Q3’22. Most of the new hires were in R&D.

Net income
(U.S. S in thousands, except per share data)
Q4'22 Q4'21
IFRS Results
Net loss ($105,463) ($213,073)
Net loss per share - diluted ($0.41) ($0.85)
Non-IFRS Results
Net income $68,072 $62,238
Net income per share - diluted $0.27 $0.24
Free cash flow
(U.S. S in thousands, except percentage datal) 04'22 Q4'21
Free cash flow
IFRS net cash provided by operating activities 230,397 184,367
Less: Capital expenditures (24,648) (8,790)
Less: Payments of lease obligations (11,052) (11,336)
Free cash flow 194,697 164,241
% of total revenues 25.6 % 29.4 %
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Financial targets
(U.S. $)
_____IFRS

Three Months Ending
September 30, 2022

Revenue $795 million to $810 million
Gross margin 80% to 81%
Operating margin (37%)

Net loss per share - diluted ($1.17) to ($1.16)
Weighted-average shares used in computing diluted IFRS net loss per share 256 million to 257 million

Three Months Ending
September 30, 2022

Gross margin 84% to 85%
Operating margin 18%

Net income per share - diluted $0.37 to $0.38
Weighted-average shares used in computing diluted non-IFRS net income per share 259 million to 260 million
Fiscal 2023 outlook

Revenue

We continue to be pleased with the pace of our Cloud migrations, and as we’ve previously

stated, we have a multi-year migration journey ahead of us.

As a reminder, while we have discontinued sales of new Server licenses in Q3’21, as well as

upgrades of existing Server licenses in Q3°22, we will continue to offer maintenance and support

to Server customers until February 2024.

As a result, we continue to expect variability in our revenue growth quarter-to-quarter as Server
customers choose the timing of when to migrate to our Cloud or Data Center offerings. We

believe this variability will be transitory as we progress through the end-of-life date of Server in

February 2024.

We were pleased with our Q4’22 results, which give us strong momentum going into FY23 and
confidence to reaffirm our Cloud revenue growth targets of approximately 50% for the next two
fiscal years. As mentioned earlier, we are not insulated from broader macroeconomic impacts.
We are seeing a modest decrease in the conversion rates of Free instances upgrading to paid
plans, but nothing we are seeing right now is changing our outlook. As a reminder, over 90% of
our revenue in FY22 was derived from existing customers, and this dynamic has been consistent
in our business over the years. We will remain vigilant and continue to inspect all aspects of our

business relying on our well refined analytics and understanding of our funnels.

As we navigate this environment, we will continue our focus on delivering long-term value to
customers. This focus has underpinned our business model and growth over the past 20 years,

and will continue to drive our business going forward.
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In FY23, we expect to see the following trends:

SUBSCRIPTION REVENUE

- Cloud revenue

- We are reiterating our expectations that Cloud revenue growth will be approximately 50%
year-over-year for both FY23 and FY24, with approximately 10 points of this growth driven

by migrations in both years.
+ Cloud revenue will continue to be the primary driver of revenue growth.
- We expect our Cloud revenue growth to be relatively consistent over the course of FY23.
Data Center revenue

- We saw strong Data Center revenue growth in FY22, benefited in part by event-driven
demand resulting from customers purchasing ahead of price increases that went into

effect during Q3’22 and the reduction of loyalty discounts at the start of Q1°23.

- As a reminder, for Data Center revenue, a portion is recognized up-front in subscription
revenue in the period that the subscription begins, while the remainder is recognized

ratably over the life of the contract.

- We expect Data Center revenue to maintain a high growth rate in Q1’23, before

moderating over the remaining three quarters of FY23.

MAINTENANCE REVENUE

- We expect maintenance revenue to continue to slowly contract over the course of FY23. In

Q4°23, we expect maintenance revenue to decline to approximately $75 million.

OTHER REVENUE

- We expect other revenue to be approximately flat to slightly down relative to FY22.

- We do not expect any further perpetual license revenue in FY23. Perpetual license revenue,

which was recognized in other revenue, totaled approximately $30 million in FY22.

Marketplace revenue, which is reflected in other revenue, will continue to be impacted by the
ongoing mix shift of the sale of third-party apps for Server and Data Center to Cloud. Sales of
third-party Cloud apps have a lower Marketplace take rate relative to Server and Data Center,

which is designed to incentivize further Cloud app development.

+ Our focus remains on driving a growth rate on sales of third-party Cloud apps greater than
that of our own products. In FY22, we executed well on this goal, as gross sales of third-party
Cloud apps in the Marketplace grew more than 10 percentage points faster than sales of our

owhn Cloud products.
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Marketplace revenue growth year-over-year will see a slight headwind because of the Data
Center and Server event-driven app purchasing, that was primarily driven by pricing changes,

that occurred in FY22.

- As a reminder, revenue on the sale of third-party Marketplace apps is recognized in the period

the product is purchased.

Profitability

We continued to execute well on our plans to invest against our large market opportunities. We
exit FY22 having hired 2,300+ net new Atlassians, advanced our platform, rolled out new
features to existing Cloud products, and continued to innovate with new product offerings. Yet
as we look forward, we see many significant opportunities as we continue to migrate

customers to the Cloud, as well as across agile and DevOps, ITSM, and work management.

In FY23, we will continue to invest purposefully to drive long-term durable growth. We will

continue to hire talent from across the globe, primarily in R&D.
We expect the following dynamics to impact our margins in FY23:

- @ross margin will decrease modestly in FY23, due to the continued business mix shift to
Cloud. This impact will be primarily driven by increased hosting costs for Cloud customers, as
well as additional personnel costs to support Cloud migrations and our Cloud customer base.

We expect gross margins to be lower in the second half than in the first half.

- Operating margin will be in the mid-teens % in FY23 as we ramp our pace of hiring, focusing
primarily in R&D, to seize on the opportunities in front of us. We expect operating margins to

be lower in the second half than in the first half.

Free cash flow is expected to be impacted as a result of the reduction in operating margin in
FY23. Additionally, free cash flow may be impacted as a result of the continued business mix
shift to the Cloud. Maintenance contracts for our Server products and subscription contracts
for our Data Center products are only offered on annual terms, while we offer subscriptions
for our Cloud products on both annual and monthly terms. In the short term, the shift to the
Cloud and the potential mix change in billing terms may create a headwind for free cash flow.

Over the long term, as more enterprise customers migrate to the Cloud, we expect any such

headwind to subside.

- As a reminder, our free cash flow results see seasonality quarter-to-quarter. Q1 is
historically our lowest free cash flow margin result in a fiscal year, due to when employee
bonuses are paid out. In FY23, we expect the timing of certain income tax payments to

shift from Q2 to Q1, adding additional seasonality.
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Share count

In FY23, we expect to see a meaningful increase in our share-based compensation (SBC)
expense as we continue to play offense and invest in our team. Recall that we report our
financial statements in accordance with IFRS. SBC is recognized on a front-loaded
schedule compared to U.S. GAAP. We are forecasting approximately 2% share count dilution

under IFRS for FY23.

Redomiciling from the United Kingdom to the United States

Previously, we shared that we are exploring redomiciling our parent holding company from the
United Kingdom to the United States. Since then, our Board of Directors has approved the
redomiciliation, and we will be seeking shareholder approval of the redomiciliation at two
special meetings of the shareholders to be held on August 22, 2022. If Atlassian’s shareholders

approve the redomiciliation, it is expected to become effective on September 30, 2022.

As a reminder, we believe moving our parent entity to the United States will increase our access
to a broader set of investors, support inclusion in additional stock indices, improve financial
reporting comparability with our industry peers, streamline our corporate structure, and provide

more flexibility in accessing capital.

If the transaction is approved by our shareholders, we will transition our accounting standards

from IFRS to U.S. GAAP (GAAP) beginning in QT23. We expect the following areas will be affected:

- Share-based compensation - GAAP utilizes “straight-line” ratable expense recognition instead
of “graded” front-loaded expense recognition as currently done under IFRS. This change would
result in pushing out our currently front-loaded expense recognition of SBC to later years,
particularly as we continue to increase employee headcount.

- Leases - Under GAAP, we will likely see a slight expense delay to later periods.

- Strategic investments - Under GAAP, we will be required to record the quarterly mark-to-
market fair value movements of our equity investments on our Consolidated Statements of
Operations, while under IFRS, this is not required. This change would introduce quarterly
fluctuations on our Consolidated Statements of Operations (other non-operating expense, net).

- Exchangeable senior notes - The amortization of the debt discount and issuance costs relating
to our exchangeable senior notes, which were fully settled in Q2°22, follow different timing
recognition rules under GAAP. This difference will result in a portion of amortization shifting
from FY21to FY22.

- Income tax accounting - This will be affected by the above accounting changes, in addition to
various tax-specific guidance, including the requirements and methodologies for deferred taxes
recognition, valuation allowances, and annual effective tax rate calculations.

The above areas will have no impact to revenue and an immaterial impact to free cash flow.

If the redomiciliation is approved by our shareholders, shortly after the effective date of
September 30, 2022 we will furnish supplementary financial data that summarizes key financial
metrics and results for FY21 and FY22 under GAAP.
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ATLASSIAN CORPORATION PLC
Consolidated statements of operations

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

(unaudited)
Three Months Ended June 30, Fiscal Year Ended June 30,
2022 2021 2022 2021

Revenues:

Subscription 597,297 $ 385,510 $ 2,096,706 $ 1,324,064

Maintenance 117,095 131,080 495,077 522,971

Other 45,449 42,949 211,099 242,097
Total revenues 759,841 559,539 2,802,882 2,089,132
Cost of revenues (1) (2) 133,154 97,967 465,707 336,021
Gross profit 626,687 461,572 2,337,175 1,753,111
Operating expenses:

Research and development (1) (2) 379,000 245,929 1,397,568 963,326

Marketing and sales (1) (2) 179,308 133,429 567,691 372,909

General and administrative (1) 131,632 89,740 478,373 315,242
Total operating expenses 689,940 469,098 2,443,632 1,651,477
Operating income (loss) (63,253) (7,526) (106,457) 101,634
Other non-operating expense, net (327) (199,401) (434,588) (620,759)
Finance income 1,332 1,008 2,297 7,174
Finance costs (6,611) (8,099) (25,824) (122,713)
Loss before income tax benefit (expense) (68,859) (214,018) (564,572) (634,664)
Income tax benefit (expense) (36,604) 945 (49,552) (61,651)
Net loss (105,463) $ (213,073) $ (614,124) $ (696,315)
Net loss per share attributable to ordinary shareholders:

Basic (0.41) $ (0.85) $ (2.42) $ (2.79)

Diluted (0.41) $ (0.85) $ (2.42) $ (2.79)
Weighted-average shares outstanding used to compute net loss per
share attributable to ordinary shareholders:

Basic 254,482 251,264 253,312 249,679

Diluted 254,482 251,264 253,312 249,679
(1) Amounts include share-based payment expense, as follows:

Cost of revenues

Research and development
Marketing and sales
General and administrative

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

Cost of revenues
Research and development

Marketing and sales

Q4 FY22
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2022
11,641 $
102,375
26,356
23,519

2022
5697 $
93
2,491

Three Months Ended June 30,

2021
6,187
55,093
16,754
16,011

Three Months Ended June 30,

2021
6,008
el

2,298

Fiscal Year Ended June 30,

2022

$ 44848 $

437,607
109,338
115,294

2021
24,739
253,328
46,978
60,687

Fiscal Year Ended June 30,

2022

$ 22694 $

374
9,330

2021
22,394
168

9,192
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ATLASSIAN CORPORATION PLC
Consolidated statements of financial position

(U.S.S in thousands)

Assets
Current assets:

Cash and cash equivalents 1,385,265 919,227
Short-term investments 73,294 313,001
Trade receivables 308,127 173,473
Tax receivables 541 2,332
Derivative assets 13,685 127,486
Prepaid expenses and other current assets 58,077 48,322
1,838,989 1,583,841
Assets held for sale 60,265 43,665
Total current assets 1,899,254 1,627,506
Non-current assets:
Property and equipment, net 98,554 66,221
Deferred tax assets 42,760 36,174
Goodwill 732,666 725,758
Intangible assets, net 100,840 124,590
Right-of-use assets, net 267,328 205,300
Strategic investments 159,064 122,159
Other non-current assets 60,740 37,636
Total non-current assets 1,461,952 1,317,838
Total assets 3,361,206 2,945,344
Liabilities
Current liabilities:
Trade and other payables 404,908 266,497
Tax liabilities 26,367 42,051
Provisions 32,796 25,148
Deferred revenue 1,066,059 812,943
_ease obligations 40,638 42,446
Derivative liabilities 23,288 772,127
Exchangeable senior notes, net — 348,799
Total current liabilities 1,594,056 2,310,011
Non-current liabilities:
Deferred tax liabilities 26,457 26,625
Provisions 13,804 12,435
Deferred revenue 116,621 84,652
Term loan facility, net 999,419 —
Lease obligations 274,434 214,103
Other non-current liabilities 812 2,604
Total non-current liabilities 1,431,547 340,419
Total liabilities 3,025,603 2,650,430
Equity
Share capital 25,485 25,164
Share premium 461,044 461,016
Other capital reserves 2,223,820 1,516,609
Other components of equity 53,829 104,832
Accumulated deficit (2,428,575) (1,812,707)
Total equity 335,603 294,914
Total liabilities and equity 3,361,206 $ 2,945,344
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ATLASSIAN CORPORATION PLC
Consolidated statements of cash flows

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

Three Months Ended June 30, Fiscal Year Ended June 30,

2022 2021 2022 2021

Operating activities

Loss before income tax benefit (expense) $ (68,859) $ (214,018) $ (564,572) $ (634,664)

Adjustments to reconcile loss before income tax benefit (expense) to net cash

provided by operating activities:

Depreciation and amortization 13,753 14,172 51,163 55,296
Depreciation of right-of-use assets 10,857 0,542 42,795 37,552
Share-based payment expense 163,891 94,045 707,087 385,732
Net loss on exchange derivative and capped call transactions — 200,513 424,482 616,446
Amortization of debt discount and issuance cost 118 5,246 4,075 109,548
Interest income (1,332) (1,008) (2,297) (7,174)
Interest expense 6,493 2,852 21,749 13,164
Net foreign currency loss (gain) (4,032) (2,525) (12,065) 7,650
Impairment of lease related assets — 7,435 — 7,435
Net unrealized loss on investments — — 2,100 2,000
Net loss on sale of investments, disposal of assets and other 1,021 9 3,189 1,144
Changes in assets and liabilities:
Trade receivables (51,581) 19,687 (134,764) (61,256)
Prepaid expenses and other assets 4,055 (2,002) (20,767) (13,054)
Trade and other payables, provisions and other non-current liabilities 72,450 31,676 140,946 64,899
Deferred revenue 90,594 23,558 284,937 294,371
Interest received 367 2,041 2,086 12,513
Income tax paid, net (7,398) (6,856) (66,648) (50,272)
Net cash provided by operating activities 230,397 184,367 883,496 841,330
Investing activities
Business combinations, net of cash acquired — (7,960) (12,377) (91,584)
Purchases of intangible assets — (1,800) (4,018) (1,800)
Purchases of property and equipment (24,648) (8,790) (70,583) (31,520)
Purchases of investments (8,750) (25,912) (132,671) (119,431)
Proceeds from maturities of investments 12,850 124,447 76,937 454 996
Proceeds from sales of investments — — 186,262 48,786
Change in restricted cash (783) (456) 10,336 (2,618)
Payment of deferred consideration (2,550) — (7,034) (185)
Net cash provided by (used in) investing activities (23,881) 79,529 46,852 256,644
Financing activities
Proceeds from exercise of share options 17 5 32 1,163
Payments of lease obligations (11,052) (11,336) (49,142) (44,874)
Payment of issuance costs for debt — — — (4,445)
nterest paid (4,466) (2,282) (13,310) (6,498)
Repayment of exchangeable senior notes — (540,197) (1,548,686) (1,803,244)
Proceeds from settlement of capped call transactions — 67,012 135,497 203,093
Proceeds from term loan facility — — 1,000,000 —
Proceeds from other financing arrangements 4,362 — 13,877 —
Net cash used in financing activities (11,139) (486,798) (461,732) (1,654,805)
Effect of exchange rate changes on cash and cash equivalents (6,571) (4) (9,194) 5,406
Net increase (decrease) in cash and cash equivalents 188,806 (222,9006) 459,422 (5651,425)
Cash and cash equivalents at beginning of period 1,194,803 1,151,450 919,227 1,479,969
Net decrease (increase) in cash and cash equivalents included in assets held for
sale 1,656 (9,317) 6,616 (9,317)
Cash and cash equivalents at end of period 1,385,265 $ 919,227 $ 1,385,265 3 919,227
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ATLASSIAN CORPORATION PLC
Reconciliation of IFRS to non-IFRS results

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

(unaudited)
Three Months Ended June 30, Fiscal Year Ended June 30,
2022 2021 2022 2021

Gross profit

IFRS gross profit $ 626,687 3 461,572 $ 2,337,175 $§ 1,753,111
Plus: Share-based payment expense 11,641 6,187 44 848 24,739
Plus: Amortization of acquired intangible assets 5,697 6,008 22,694 22,394

Non-IFRS gross profit $ 644,025 $ 473,767 $ 2,404,717 $ 1,800,244

Operating income

IFRS operating income (loss) $ (63,253) $ (7,526) $ (106,457) $ 101,634
Plus: Share-based payment expense 163,891 94,045 707,087 385,732
Plus: Amortization of acquired intangible assets 8,281 8,350 32,398 31,754

Non-IFRS operating income $ 108,919 § 04,869 $ 633,028 $ 519,120

Net income

IFRS net loss $ (105,463) $ (213,073) $ (614,124) $ (696,315)
Plus: Share-based payment expense 163,891 94,045 707,087 385,732
Plus: Amortization of acquired intangible assets 8,281 8,350 32,398 31,754
Plus: Non-coupon impact related to exchangeable senior notes and capped
calls — 203,588 427,853 723,823
Plus (less): Income tax effects and adjustments 1,363 (30,672) (118,922) (87,417)

Non-IFRS net income $ 68,072 $ 62,238 $ 434,292 $ 357,577

Net income per share

IFRS net loss per share - diluted $ (0.41) $ (0.85) $ (2.42) $ (2.79)
Plus: Share-based payment expense 0.64 0.37 2.75 1.51
Plus: Amortization of acquired intangible assets 0.03 0.03 0.13 0.12
Plus: Non-coupon impact related to exchangeable senior notes and capped
calls — 0.81 1.69 2.90
Plus (less): Income tax effects and adjustments 0.01 (0.12) (0.46) (0.34)

Non-IFRS net income per share - diluted $ 027 $ 024 $ 169 $ 1.40

Weighted-average diluted shares outstanding

Weighted-average shares used in computing diluted IFRS net loss per share 254,482 251,264 253,312 249,679
Plus: Dilution from share options and RSUs (1) 2,198 4,216 3,370 5,041

Weighted-average shares used in computing diluted non-IFRS net income per

share 256,680 255,480 256,682 254,720

Free cash flow

IFRS net cash provided by operating activities $ 230,397 $ 184,367 $ 883,496 $ 841,330
Less: Capital expenditures (24,648) (8,790) (70,583) (31,520)
Less: Payments of lease obligations (11,052) (11,336) (49,142) (44,874)

Free cash flow $ 194,697 $ 164,241 $ 763,771 % 764,936

(1) The effects of these dilutive securities were not included in the IFRS calculation of diluted net loss per share for the the three months and fiscal
years ended June 30, 2022 and 2021 because the effect would have been anti-dilutive.
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ATLASSIAN CORPORATION PLC
Reconciliation of IFRS to non-IFRS financial targets

(U.S. $)
Three Months Ending
September 30, 2022
Revenue $795 million to $810 million
IFRS gross margin 80% to 81%
Plus: Share-based payment expense 3
Plus: Amortization of acquired intangible assets 1
Non-IFRS gross margin 84% to 85%
IFRS operating margin (37%)
Plus: Share-based payment expense 54
Plus: Amortization of acquired intangible assets 1
Non-IFRS operating margin 18%
IFRS net loss per share - diluted ($1.17) to ($1.16)
Plus: Share-based payment expense 1.66
Plus: Amortization of acquired intangible assets 0.03
_ess: Income tax effects and adjustments (0.15)
Non-IFRS net income per share - diluted $0.37 to $0.38
Weighted-average shares used in computing diluted IFRS net loss per share 256 million to 257 million
Dilution from share options and RSUs (1) 3 million
Weighted-average shares used in computing diluted non-IFRS net income per share 259 million to 260 million

(1) The effects of these dilutive securities are not included in the IFRS calculation of diluted net loss per share for the three months ending September
30, 2022 because the effect would be anti-dilutive.
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FORWARD-LOOKING STATEMENTS

This shareholder letter contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995, which statements involve substantial risks and uncertainties. All statements other than statements of historical fact could be
deemed forward looking, including risks and uncertainties related to statements about our products, business model, customers,
employees, macroeconomic environment, future investments, anticipated growth, platform, proposed redomiciliation, outlook,
technology and other key strategic areas, and our financial targets such as revenue, share count, and IFRS and non-IFRS financial
measures including gross margin, operating margin, and net income (loss) per diluted share.

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 from time to time, including the section titled “Risk Factors” in our most recent Forms 20-F and
6-K (reporting our quarterly results). These documents are available on the SEC Filings section of the Investor Relations section of our
website at: https://investors.atlassian.com.

ABOUT NON-IFRS FINANCIAL MEASURES

Our reported results and financial targets include certain non-IFRS financial measures, including non-IFRS gross profit, non-IFRS
operating income, non-IFRS net income, non-IFRS net income per diluted share, and free cash flow. Management believes that the
use of these non-IFRS financial measures provides consistency and comparability with our past financial performance, facilitates
period-to-period comparisons of our results of operations, and also facilitates comparisons with peer companies, many of which use
similar non-IFRS or non-GAAP financial measures to supplement their IFRS or GAAP results. Non-IFRS results are presented for
supplemental informational purposes only to aid in understanding our results of operations. The non-IFRS results should not be
considered a substitute for financial information presented in accordance with IFRS, and may be different from non-IFRS or non-
GAAP measures used by other companies.

Our non-IFRS financial measures include:

- Non-IFRS gross profit. Excludes expenses related to share-based compensation and amortization of acquired intangible assets.

* Non-IFRS operating income. Excludes expenses related to share-based compensation and amortization of acquired intangible
assets.

* Non-IFRS net income and non-IFRS net income per diluted share. Excludes expenses related to share-based compensation,
amortization of acquired intangible assets, non-coupon impact related to exchangeable senior notes and capped calls, the related
income tax effects on these items, and a discrete tax impact resulting from a non-recurring transaction.

+ 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 and payments of lease obligations.

Our non-IFRS financial measures reflect adjustments based on the items below:
Share-based compensation.
+ Amortization of acquired intangible assets.
Non-coupon impact related to exchangeable senior notes and capped calls:
+ Amortization of notes discount and issuance costs.
Mark to fair value of the exchangeable senior notes exchange feature.
Mark to fair value of the related capped call transactions.
Net loss on settlements of exchangeable senior notes and capped call transactions.
The related income tax effects on these items, and a discrete tax impact resulting from a non-recurring transaction.
Purchases of property and equipment and payments of lease obligations.

We exclude expenses related to share-based compensation, amortization of acquired intangible assets, non-coupon impact related
to exchangeable senior notes and capped calls, the related income tax effects on these items, and a discrete tax impact resulting
from a non-recurring transaction from certain of our non-IFRS financial measures as we believe this helps investors understand our
operational performance. In addition, share-based compensation expense can be difficult to predict and varies from period to period
and company to company due to differing valuation methodologies, subjective assumptions, and the variety of equity instruments,
as well as changes in stock price. Management believes that providing non-IFRS financial measures that exclude share-based
compensation expense, amortization of acquired intangible assets, non-coupon impact related to exchangeable senior notes and
capped calls, the related income tax effects on these items, and a discrete tax impact resulting from a non-recurring transaction
allow for more meaningful comparisons between our results of operations from period to period.
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Management considers free cash flow to be a liquidity measure that provides useful information to management and investors

about the amount of cash generated by our business that can be used for strategic opportunities, including investing in our business,

making strategic acquisitions, and strengthening our statement of financial position.

Management uses non-IFRS gross profit, non-IFRS operating income, non-IFRS net income, non-IFRS net income per diluted share,
and free cash flow:

from our core operations.

For planning purposes, including the preparation of our annual operating budget.

To allocate resources to enhance the financial performance of our business.

To evaluate the effectiveness of our business strategies.

In communications with our Board of Directors and investors concerning our financial performance.

The tables in this shareholder letter titled “Reconciliation of IFRS to non-IFRS Results” and “Reconciliation of IFRS to non-IFRS
financial targets” provide reconciliations of non-IFRS financial measures to the most recent directly comparable financial measures
calculated and presented in accordance with IFRS.

We understand that although non-IFRS gross profit, non-IFRS operating income, non-IFRS net income, non-IFRS net income per
diluted share, and free cash flow are frequently used by investors and securities analysts in their evaluation of companies, these
measures have limitations as analytical tools, and you should not consider them in isolation or as substitutes for analysis of our
results of operations as reported under IFRS.

ABOUT ATLASSIAN

Atlassian unleashes the potential of every team. Our team collaboration and productivity software helps teams organize, discuss
and complete shared work. Teams at more than 240,000 customers, across large and small organizations - including Bank of
America, Redfin, NASA, Verizon, and Dropbox - use Atlassian's project tracking, content creation and sharing, and service
management products to 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: Marie-Claire Maple, press@atlassian.com
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