


Q1 FY26 2

From the CEO

Fellow shareholders, 

We had an incredible Q1 at Atlassian. Total revenue grew to $1.4 billion, up 21% year-over-year (YoY). Our 
strong execution powered Cloud revenue of $998 million (up 26% YoY), and accelerated RPO to $3.3 
billion (up 42% YoY). These achievements are the direct result of the amazing headway we’re making 
across our three top priorities of Enterprise, AI, and System of Work.  

The use of our AI capabilities continues to rise at a rapid clip, as customers realize the differentiated 
value of the Atlassian platform. It starts with our Teamwork Graph, which now tracks more than 100 
billion objects and relationships – connecting people, work, and context across the enterprise – 
enabling smarter automation, deeper insights, and unmatched productivity gains for our customers. 
We combine this with the enterprise-grade permissioning, compliance, and governance that’s built into 
our platform – trusted by over 300,000 customers, including over 80% of the Fortune 500, to unleash 
the potential of their teams.  

We now have over 3.5 million monthly active users (MAU) of our AI capabilities, once again up 50% 
quarter-over-quarter, and growing by the day. What’s more, we analyzed a cohort of Atlassian 
customers and found that those using AI code generation tools like GitHub Copilot, Claude Code, 
Cursor, and Replit expand their paid seats on Jira at a rate that’s approximately 5% higher than those 
who don’t - even when Rovo Dev is excluded - demonstrating the mission-critical role we play in 
powering teamwork, business processes, and workflows across all teams in the AI era.  

AI is directly driving demand for our cloud offerings. Customers are looking to unlock the full 
capabilities of our AI-powered cloud platform, directly resulting in strong migrations from Data Center 
to Cloud (up more than 2x over the prior year), and catalyzing upgrades to Teamwork Collection, which 
continue to exceed our early expectations. This comes through in our strong Q1 Cloud results and gives 
us the confidence to raise our Cloud revenue outlook for the year. 

Now, with Rovo connected to Atlassian and our internal systems, tens of thousands of users can 
ask questions in plain language and get instant answers. Experts reclaim their time, knowledge is 
easy to access, and the team can deliver high-quality products faster. 

 
Tobias Langjahr 
Product Manager

ATLASSIAN + MERCEDES-BENZ

And, after years of thoughtfully building out our cloud platform, we made the strategic decision to 
announce the end of life of our Data Center offering and introduce ‘Atlassian Ascend’ to help our 
customers upgrade to Cloud over the coming years. Our cloud platform is critical to ensuring all of our 
customers can enjoy a cloud-first experience like Ford, Expedia, NetApp, and Databricks . Hundreds of 
customers like Wells Fargo chose to migrate to Atlassian’s cloud platform this quarter in order to unlock 
new capabilities to drive productivity and innovation across their organization.



Q1 FY26 3

With AI woven into every layer of Teamwork Collection - from automating workflows and surfacing 
insights to enabling intelligent agents that accelerate productivity - AI is not just an add-on, but the 
engine powering modern teamwork. Today, 50% of users of our core products are from business teams, 
and the hundreds of Teamwork Collection deals closed during Q1 give us confidence it’s driving further 
wall-to-wall adoption across HR, marketing, legal, finance, and other business teams within our 
customer base. While Teamwork Collection hasn’t even been in the market for two full quarters, we’re 
seeing great results, including strong edition upgrades, a double-digit percentage increase in users, and 
consistent consolidation from competitor tools.

As a product marketer, never in my entire 20+ year career have I been able to so easily connect my 
work with the product team’s work so that we can plan how to go to market together. Now with our 
Atlassian System of Work elevated with Tempo’s apps and Rovo, we have more control, visibility, 
and collaboration. It makes our work better and life so much more joyful! 
 
Evelyn Watts 
Senior Director of Product Marketing

ATLASSIAN + TEMPO

Alongside another quarter of great execution across R&D and GTM, we also acquired The Browser 
Company and entered into a definitive agreement to acquire DX - two very different but strategic plays 
for Atlassian (more on these below).  

We achieved a lot in Q1, and amongst it all, we continue to play to our strengths: being long-term 
focused and making hard decisions, while playing offense when opportunities present themselves. Our 
decision to go all-in on Cloud by sunsetting our Data Center offering, our launch of multiple new 
Collections at Team ’25 Europe, our increasing AI capabilities delivering 50% quarter-on-quarter growth 
in AI MAU, our recent acquisition announcements, and our incredible momentum across migrations are a 
culmination of thoughtful planning and strategic decisions focused on our future success. 

No slowing down now. We’re poised to ascend to greater heights.

    Ascending into the Cloud 
Early customer feedback on our Atlassian Ascend program has been 
overwhelmingly positive. With all the innovation in AI we’ve been delivering in 
cloud, customers have been looking to make the upgrade, and this program helps 
them jumpstart their migration planning and bring them ever closer to unlocking 
the AI-powered potential of their teams on the Atlassian cloud platform.

Years of meticulous planning for this moment are paying off now. Guided by our core value of “Don’t #@!% 
the customer” and our experience sunsetting our Server offerings, we are confident that now is the time to 
accelerate our customers’ journey to the cloud. Along with our amazing global partners, we will upgrade 
our remaining customers to the cloud over the coming years. Atlassian Ascend includes migration 
programs, trials, incentives, FastShift, and other key resources to support every customer’s needs. And 
these programs are already yielding results. Through strong partnerships between our engineering and 
support teams, nearly half a million users have accelerated their migration journey to cloud over the past 
year through the initial pilot of the FastShift program.

https://www.atlassian.com/migration
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We used the FastShift program to migrate Jira and Confluence users to cloud in three months.  
I don't think we could have moved as quickly as we did without Atlassian’s FastShift team...it 
helped us manage the time effectively to have a partner in the room to get through some of the 
really big decisions and complex technical challenges. 

For [organizations considering] the decision to move to Cloud with AI...Don't wait…it's so valuable 
to our company now that we've moved over. 

 
Becky Wilson 
Sr. Director Enterprise Applications1

ATLASSIAN + EXPEDIA GROUP

 Attacking AI opportunities 
 Rovo 

 

At Team ’25 Europe, we announced the rollout of Rovo across Standard editions and its inclusion across all 
Atlassian apps and Collections, making Rovo truly central to the Atlassian cloud platform.  

In the last six months, Rovo agents have helped automate 2.4 million workflow automations across our 
customer base. This incredible rate of adoption is a testament to the differentiated experience it creates for 
our customers, the steady drumbeat of innovation and improvements from our R&D muscle, and the strategic 
AI partnerships we are forming. Last quarter, we announced our Google Cloud and Anthropic partnerships, 
and since then, we launched AI partnerships with leading vendors across our markets, from business teams 
(like Databricks, Box, Figma, Canva, Hubspot and Mistral) to software teams (like Cursor, OpenAI, Github, 
Lovable and Cognition) to IT and operations teams (like New Relic, Dynatrace and BigPanda).

Alongside Atlassian Ascend, we announced a number of key enterprise-grade platform updates to help 
customers plan their journey to cloud, including Atlassian Isolated Cloud Early Access, and Atlassian 
Government Cloud General Availability. We also updated our cloud roadmap to include scaling Confluence 
to 250k users, and FedRAMP® High and IL5 compliance standards.  

Since migrating 30k seats from Data Center to Cloud, Expedia Group is tapping into AI-powered 
collaboration with the Atlassian cloud platform.

works everywhere
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The Browser Company of New York 

The Browser Company means a big swing into a new market for us 
 – the AI browser. We are at a pivotal moment where AI is reshaping 
knowledge work, and the browser is evolving into the central 
operating system for this transformation. One billion knowledge 
workers spend eight or more hours each day in their browser – using 
web-based SaaS applications to get their work done. But traditional 
browsers aren’t curated to this audience; they are built for the 
masses: your mom and dad, your teenager, or your tradie when 
they’re off the tools (so to speak). 

The Dia browser is built for enterprises for the AI era. It is thoughtfully 
designed, seamlessly integrates with your work applications, and is 
equipped with memory and skills to connect SaaS apps, tabs, and 
tasks, and streamline knowledge work. Combined with our 
enterprise-grade security, Dia will protect company data and address 
the growing need for secure tools in an Al-dominated landscape. 

AI acquisitions 
Over the past two decades, we have always operated with a long-term focus. We look to position 
ourselves so that we can agilely take advantage of opportunities when they present themselves. This 
approach has suited us and our customers well.  

    Loom is another great example of our strategic, long-term approach across AI acquisitions. Since its 
acquisition two years ago, Loom has more than doubled to become a $100+ million ARR standalone 
business (not counting any contribution from its inclusion in Teamwork Collection). This growth is 
fueled by its AI-enabled editions, which are growing >100% YoY as customers look to take advantage of 
AI-powered capabilities such as AI editing, AI content generation, and AI meeting transcription. Over 
the last year, Loom users have created over 100 million videos and meeting recordings, driving massive 
efficiency gains and seamless knowledge sharing at scale for our customers. What’s more, all this 
unstructured data adds valuable context to our Teamwork Graph, enabling Rovo agents to push work 
forward. 

We are once again focused on the long term in making a bold bet with our acquisition of The Browser 
Company and further strengthening one of our core businesses with our intent to acquire DX. 
 
Both deals are really exciting in very different contexts.

This has resulted in an improved AI experience. Today, Rovo Search powers over 3 million users worldwide, 
making it one of the world’s most widely used enterprise search engines. Over 78% of those users say 
Rovo is better than any search experience they have had in the past. Since January, we have made more 
than a 20% improvement in search relevance, alongside a 35% improvement in search performance. And 
what’s more, when we surveyed customers at Team '25 Europe, 74% of respondents said they expect to 
increase usage of Atlassian products in their organization due to their use of Gen AI tools.

+

The Browser Company brings the expertise of building beloved browsers – which combined with our 20+ 
years of understanding knowledge worker needs – makes for an incredibly exciting opportunity to 
supercharge our System of Work.
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The DX deal only strengthens our position with software teams. Atlassian was named a Leader in the 
2025 Gartner® Magic Quadrant™ for DevOps platforms2 for the third year in a row, with the highest and 
furthest placement for its Ability to Execute and Completeness of Vision. As we work to integrate DX into 
the Atlassian platform, we’ll combine their DevEx Cloud and Data Cloud with Atlassian apps, enhancing 
our overall value proposition by accelerating delivery and improving tracking of developer productivity for 
leadership teams. 

It’s important to note that despite both deals, our previously communicated non-GAAP operating margin 
target of 25%+ for fiscal year 2027 remains unchanged.  

~~ 

We’re infusing AI into every part of our platform. This isn’t limited to just Rovo. Specific AI capabilities are 
built into each collection, creating unique experiences tailored for the teams they serve.  

We’ve made a lot of headway here, particularly across Service, Software and Teamwork collections. 

6

DX 

When it comes to DX, this proposed acquisition 
supports another important audience, software 
teams, who are increasingly evolving how they 
work with AI. As the demand for engineering 
intelligence grows, DX has quickly established 
itself as a market-leading product, with 
customers like Pfizer, Pinterest, and Xero. With 
over 300 customers, bringing DX into the fold 
will mean many cross-sell opportunities to our 
huge customer base. And with the current 
adoption of engineering intelligence at 
Fortune 500 companies currently at 15% and 
projected to reach 60% by 2028, we expect a 
high interest from CIOs and CTOs of our largest 
enterprise customers. 

Dev Joy tooling  
and insights for  

all our customers
Atlassian has entered into an agreement to acquire A Software Company, d/b/a DX. The deal is 

expected to close in the second quarter of Atlassian’s 2026 fiscal year, subject to regulatory 
approval and the satisfaction of closing conditions. References to DX and its products in this 

document reflect Atlassian’s general business plans for the future integration of DX with 
Atlassian following the closing of the transaction. Until closing, Atlassian and DX continue to 

operate independently.
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Our newly announced Software Collection helps engineering orgs deliver high-quality software, fast. It 
improves productivity, culture, and quality with the AI-enabled system for every software team. It includes 
four core apps: Dev Productivity + Dev Experience, Bitbucket Source Code Management, Bitbucket Pipelines, 
Compass, with DX coming soon, along with Rovo for developers in the form of Rovo Dev. 

Rovo Dev has launched as a separate SKU and is now generally available for planning, coding, reviews, and 
automating repetitive work at scale. Rovo Dev accelerates the software development life cycle by removing 
friction, improving code quality, and keeping developers in flow. 

 AI results are only as good as the data behind them, and one of the significant advantages Atlassian has 
is context. All this contextual data is what has allowed Rovo Dev to achieve the number one ranking on 
SWE-Bench, an industry benchmark for real-world software engineering tasks. Internally, we’ve seen a 45% 
improvement in pull request (PR) cycle time where Rovo Dev is used, and 51% of potential security 
vulnerabilities at Atlassian are now automatically resolved with Rovo Dev, which has allowed us to cut our 
issue cycle time by 42%. And customers in our beta program have been able to use the Rovo Dev review 
agent to shorten their PR cycle times by 32%.

Atlassian’s newest collection, Service Collection, empowers teams to deliver exceptional, AI-driven service 
experiences to employees and customers through the Atlassian System of Work. It includes three core 
apps: Jira Service Management, Assets, and Customer Service Management, along with Rovo. Today, over 
65,000 customers, including 50% of the Fortune 500, are leveraging Jira Service Management. Many of 
these customers are switching from legacy ITSM solutions, like The Warehouse Group, which realized a 14x 
faster implementation time and approximately 25% lower total cost of ownership since making the switch 
to Jira Service Management. 

At Team ’25 Europe, customers like BMG, Arvato Systems, Flutter Entertainment, Elkjøp Nordic, and FanDuel 
shared how they use apps in Service Collection to improve onboarding, IT operations, support, and scale 
cloud services.  

 We’re playing offense by building an AI-native Customer Service Management offering that takes 
advantage of AI-driven market disruption, connecting frontline teams with their counterparts in 
development, operations, and business teams. Business success relies on building the best products and 
services faster than the competition. And now, thanks to AI, products can be shipped faster than ever, which 
means customer demands for uptime, availability, and performance have never been higher. And globally 
distributed workforces? Their expectations for the employee experience have changed, too. Enter: Service 
Collection.

Rovo Dev isn’t just about faster coding. It’s about reimagining the entire software development 
life cycle. By accelerating iteration cycles, enhancing code quality, and unlocking real AI-driven 
leverage, it turns development into a strategic advantage. 
 
Abhi Abhishek 
SVP Global Engineering

ATLASSIAN + OUTREACH

https://www.atlassian.com/customers/the-warehouse-group
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Teamwork Collection is the foundation of Atlassian’s System of Work, providing a unified, AI-native 
collaboration experience that helps teams plan, communicate, and deliver work at scale. It includes three 
core apps: Jira, Confluence, and Loom, along with Rovo. 

Teamwork Collection customers like Applied Systems, Wendy’s, and KPN are gaining a set of new AI 
capabilities to help customers work faster, smarter, and together with AI. Customers can now assign work 
to agents in Jira, allowing technology and business users alike to assign Jira work items to 1st-party or 3rd-
party AI agents like Canva, Cursor, Databricks, and GitHub, to complete work on their behalf. Additionally, 
Rovo now supports project management skills in Jira, creating Jira work items automatically from a project 
brief document, suggesting updates for work items, and keeping the project tidy by deleting duplicate items 
and archiving old ones. 

  AI continues to be a huge reason customers upgrade to Teamwork Collection. Customers are seeing the 
value of Atlassian’s differentiation when it comes to AI - our opinionated Teamwork Graph, along with 
enterprise-grade permissioning, compliance, and governance that’s built directly into our platform, creating 
an unmatched experience for day-to-day work.
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Everything we’ve delivered this quarter is a culmination of careful planning and bold decisions to 
relentlessly innovate across our entire cloud platform. When you look across the Atlassian portfolio, you’ll 
see we’ve push, push, pushed  in every area of it, with sensible thoughtfulness to sustain strong growth. 

So, here’s to a great quarter of execution. We’ve done the work. The opportunity is ours. Let’s go 🤜🤛

9

 Leadership Updates 
We are thrilled to announce that Tamar Yehoshua will join Atlassian as Chief Product and AI Officer on 
November 17, 2025. Tamar brings exceptional experience to Atlassian as a seasoned product leader who 
has led product strategy at scale. Tamar joins us from Glean, where she served as President of Product and 
Technology. Prior to this, Tamar was the Chief Product Officer at Slack and a VP leading product and 
engineering teams for Google Search. 

We can’t wait for Tamar to join us in the most exciting phase of growth yet for Atlassian. 

Additionally, as Joe Binz approaches four years as CFO at Atlassian, he will be retiring. We have mutually 
decided that the right time for Joe to transition out of the company is at the end of the fiscal year, June 30, 
2026. We are grateful for Joe’s time at Atlassian, where he shepherded the company through a 
transformational period from Server to Cloud, helped scale our enterprise business, and built a world-class 
finance organization. We have initiated a search for our next Chief Financial Officer. 

~~

Mike Cannon-Brookes 
CEO and Co-founder

- Mike
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 But wait, there’s more game-changing innovation coming out of Team '25 Europe 

 Added support of 50k users on a single site for Jira Service Management to our roadmap 
 

 Atlassian Isolated Cloud is coming in 2026 and will be supported in new regions 

 Data residency is now available for Rovo, Analytics, and Focus with Goal, Projects, and Home 
coming soon 

 AI capabilities in Teamwork Collection will soon allow users to record a video of a bug in 
Loom, then seamlessly generate a work item in Jira 

  Funds in Focus & Talent allows leaders to understand budgets, actuals, and trends 
against what matters: their strategy and outcomes, all in one place 

 AI-powered employee support (HRSM) through Rovo Service will soon help streamline HR 
onboarding and employee service workflows with the available third party integrations with 
Workday, Workato, Okta, Docusign, and Entra 

 The Loom app will soon have Rovo Chat standing by to pull from the live meeting transcript 
and Teamwork Graph to answer your questions in real-time 

 Rovo Chat accepts multimodal input (image, PDF, voice) and has personalized memory to 
enhance accuracy and speed 

 Rovo Skills Directory provides a growing library of pre-built, cross-app skills that customers 
can use to accelerate automation and build more powerful agents 

 Increased Rovo admin control: usage visibility, AI access controls, and Atlassian hosted LLM 
options provide governance, transparency, and security 

 Assets is now a Platform app that empowers any team—not just IT—to manage and connect 
key business objects as digital assets 

 Projects coming soon as a Platform app to provide a source of truth for project 
communications, status, and progress—no matter where work happens 

 Portfolio Insights is available now and is a free, cloud-based feature within Atlassian 
Administration that provides admins with a singular view of the customer’s Atlassian footprint 
across both Cloud and Data Center environments 

 Units are coming soon and are secure, connected workspaces that sit between the 
organization and its sites, adding a new layer of control and flexibility. They enable all customers 
to have a consistent boundary for AI-powered cross-app experiences and platform apps 

 Conversational Analytics are coming soon and are new capabilities that make it easier for 
customers to ask questions and get actionable insights from their data

1-  Taken from Team ’25 Europe, “Putting AI to work with the Atlassian Cloud Platform” 

2- Gartner, Magic Quadrant for DevOps Platforms, Keith Mann, George Spafford, Bill Holz, Thomas Murphy, 22 September 2025. Gartner does not endorse any vendor, product or service depicted in its 
research publications and does not advise technology users to select only those vendors with the highest ratings or other designation. Gartner research publications consist of the opinions of Gartner’s 
research organization and should not be construed as statements of fact. Gartner disclaims all warranties, expressed or implied, with respect to this research, including any warranties of merchantability 
or fitness for a particular purpose. The Gartner content described herein (the “Gartner Content”) represents research opinion or viewpoints published, as part of a syndicated subscription service, by 
Gartner, Inc. ("Gartner"), and is not a representation of fact. Gartner Content speaks as of its original publication date (and not as of the date of this Shareholder Letter), and the opinions expressed in the 
Gartner Content are subject to change without notice. GARTNER is a registered trademark and service mark of Gartner and Magic Quadrant is a registered trademark of Gartner, Inc. and/or its affiliates in 
the U.S. and internationally and are used herein with permission. All rights reserved.
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Confluence customers

>100K
Jira Service Management customers

>60K

11

in the Gartner®  
Magic Quadrant™  
for DevOps Platforms1

LeaderNAMED A

in The Forrester Wave™: 
Enterprise Service 
Management, Q4 2023

LeaderNAMED A

52% 48%

Jira customers

>125K

Technical teams Business teams

51% 49% 50% 50%

Atlassian at-a-glance

The three markets we serve

$67B
market opportunity 
growing 13% 
annually

across all industries
>300Kcustomers

>500
customers

who spend $1M+ 

Americas 
48%

EMEA 
41%

Asia Pacific 
11%

Revenue by 
Geography

Notes: Unless otherwise noted, financial data reflected is as of or for the fiscal year ending June 30, 2025. Market opportunity data is as of or for the fiscal year ending June 30, 2024. 
The user diversity breakdown by product is  based on a sample of 5 million+ Jira and Confluence Cloud users and 1 million+ Jira Service Management users as of March 31, 2024. 
1— Gartner, Magic Quadrant for DevOps Platforms, Keith Mann, George Spafford, Bill Holz, Thomas Murphy, 22 September 2025. Gartner does not endorse any vendor, product or service depicted in its research publications and does not advise technology users to select 
only those vendors with the highest ratings or other designation. Gartner research publications consist of the opinions of Gartner’s research organization and should not be construed as statements of fact. Gartner disclaims all warranties, expressed or implied, with 
respect to this research, including any warranties of merchantability or fitness for a particular purpose. The Gartner content described herein (the “Gartner Content”) represents research opinion or viewpoints published, as part of a syndicated subscription service, by 
Gartner, Inc. ("Gartner"), and is not a representation of fact. Gartner Content speaks as of its original publication date (and not as of the date of this Shareholder Letter), and the opinions expressed in the Gartner Content are subject to change without notice.  
GARTNER is a registered trademark and service mark of Gartner and Magic Quadrant is a registered trademark of Gartner, Inc. and/or its affiliates in the U.S. and internationally and are used herein with permission. All rights reserved. 
Forrester does not endorse any company, product, brand, or service included in its research publications and does not advise any person to select the products or services of any company or brand based on the ratings included in such publications. Information is based 
on the best available resources. Opinions reflect judgment at the time and are subject to change. For more information, read about Forrester’s objectivity here . 

User  
diversity

User  
diversity

User  
diversity

Software development

growing 9% annually
$17B SAM

Work management

growing 14% annually
$35B SAM

Service management

growing 13% annually
$15B SAM

($6B ITSM + $9B non-ITSM)

By the numbers

in The Forrester Wave™: 
Knowledge Management 
Solutions, Q4 2024

LeaderNAMED A

https://www.forrester.com/about-us/objectivity/
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A reconciliation of GAAP to non-GAAP measures is provided within the tables at the end of this letter, in our 
earnings press release, and on our Investor Relations website.

Joe Binz 
Chief Financial Officer

Financial highlights 
All growth comparisons below relate to the corresponding period of last year, unless otherwise noted.
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First quarter fiscal year 2026 highlights 

Strong sales and partner execution, combined with continued product innovation, drove a solid start to 
the fiscal year with revenue, non-GAAP gross profit, and non-GAAP operating income exceeding our 
expectations.  

Revenue growth was primarily driven by paid seat expansion, higher average revenue per user (ARPU), 
and cross-sell of additional products. Gross profit and operating income benefited from revenue 
outperformance and improving cloud gross margins. 

As Mike highlights above, we are making strong, steady progress across our key strategic priorities of 
enterprise, AI, and System of Work, which enable customers all over the globe to accelerate teamwork, 
automate business processes and workflows, and unleash knowledge at scale. Our R&D engine 
continues to deliver differentiated customer value through innovative AI capabilities, which serve as a 
driving force for Data Center to Cloud migrations and adoption of Teamwork Collection. Through our 
broad investments in enterprise, customers are increasingly making larger, multi-year cloud 
commitments, driving an acceleration of growth in remaining performance obligation (RPO), as well as 
sustained Cloud revenue growth. All in, we remain focused on delivering consistent innovation, 
execution, and progress in pursuit of these strategic priorities that enable durable long-term growth and 
profitability.

First quarter fiscal year 2026 financial summary 
(U.S. $ in thousands, except percentages and per share data)
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Highlights for Q1’26 include: 
All growth comparisons below relate to the corresponding period of last year, unless otherwise noted. 

• Revenue of $1.4 billion increased 21%, driven by growth in our cloud offerings. 

• GAAP gross margin of 82% was flat, and non-GAAP gross margin of 86% increased two 
percentage points driven by higher cloud gross margin, partially offset by continued revenue mix 
shift to cloud. GAAP gross margin includes restructuring charges of $32 million which negatively 
impacted GAAP gross margin by 2%. 

• GAAP operating loss was $96 million, and GAAP operating margin of (7%) decreased four 
percentage points. Non-GAAP operating income was $323 million and non-GAAP operating 
margin of 23% was flat. GAAP operating loss includes restructuring charges of $56 million which 
negatively impacted GAAP operating margin by 4%. 

• Operating cash flow of $129 million increased 60%, driven primarily by growth in collections. Free 
cash flow of $115 million increased 54%. 

Lastly, we are pleased to announce a new share repurchase program of up to $2.5 billion that will 
commence upon the completion of our current $1.5 billion program. The new program, which has no 
expiration date, further underscores our confidence in our business, conviction in our significant long-
term opportunities, and view that our shares are undervalued. Our demonstrated ability to generate 
consistent free cash flow allows us to opportunistically return capital to stockholders while 
continuing to invest to drive durable long-term growth. 

 
Revenue 

(U.S. $ in thousands, except percentage data)
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Revenues by deployment
(U.S. $ in millions, except percentage data)

Year-over-year growth % Q4’24 Q1’25 Q2’25 Q3’25 Q4’25 Q1’26

Cloud 31% 31% 30% 25% 26% 26%

Data Center 41% 38% 32% 7% 17% 11%

Marketplace and other 16% 16% 23% (5%) 13% 4%

Total revenues 20% 21% 21% 14% 22% 21%

Included in Marketplace and other 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. 

(1)

(U.S. $ in millions, except percentage data)
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On September 8, 2025, we announced plans to end-of-life (EOL) our Data Center products 
through a phased approach over a multi-year period. For Data Center subscriptions entered into 
after September 8, 2025, a higher proportion of total contract value is attributed to the term 
license component, where revenue is recognized upfront in the period the subscription begins, 
and a lower proportion is allocated to the ongoing support component, where revenue is 
recognized ratably over the subscription term. 

We have detailed the impact of this announcement on total revenue, Data Center revenue, gross 
margin, and operating margin in the commentary below, and have added supplemental tables 
that reconcile our updated FY26 outlook to our initial guidance issued on August 7, 2025 on  
page 27.

Strong sales execution and bookings growth drove accelerated RPO growth of 42% to $3.3 billion and 
current RPO (cRPO) growth of 30% to $2.4 billion in the quarter. Customers recognize the value of our AI-
powered platform and are committing to Atlassian through an increasing mix of large, multi-year Cloud 
deals and greater-than-expected migration momentum from Data Center. 

Total revenue growth of 21% was driven by Cloud revenue growth and benefited by approximately 1.6 
percentage points from the impact of the Data Center EOL announcement on the timing of Data Center 
revenue recognition (which we refer to as the Data Center EOL revenue recognition impact) discussed 
above.  

Cloud revenue growth of 26% was driven by paid seat expansion within existing customers, Data Center 
to Cloud migrations, cross-sell of additional products, and higher ARPU. Overall, paid seat expansion 
rates remain stable as customers continue to turn to the Atlassian platform to power their business 
processes and workflows. Data Center to Cloud migrations, paid seat expansion, and cross-sell of 
additional products all exceeded our expectations.

Data Center End-of-Life Timeline

Announcement

End of new  
license sales to  
new customers

End of license  
sales/expansions  

and app sales for existing 
customers

End of life 
- 

Extended maintenance window 
opens for certain customers

End of support 
– 

Approximately three years of 
extended maintenance for 

certain customers

https://www.atlassian.com/blog/announcements/atlassian-ascend
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Data Center revenue growth of 11% was driven by price increases, which were partially offset by 
stronger-than-expected migrations to Cloud, as discussed above. The Data Center EOL revenue 
recognition impact also contributed approximately 5.7 percentage points to growth in the quarter. 

Marketplace and other revenue growth of 4% was driven by sales of third-party marketplace apps for 
Cloud and Data Center offerings. Third-party Data Center app sales were lower-than-expected, given the 
outperformance of Cloud migrations in the quarter. As a reminder, Marketplace revenue is recognized in 
full at the time of sale and the take rate on third-party Marketplace apps is lower for Cloud relative to 
Data Center. 

 

Margins, operating expenses, and operating income (loss) 
(U.S. $ in thousands, except percentage data) 

GAAP operating expenses increased 27% year-over-year, driven by higher employment costs, including 
stock-based compensation expenses. During the quarter, we incurred restructuring charges of $56 
million associated with a reduction in our customer support organization and a consolidation of office 
space, which contributed 6 percentage points of growth. Headcount at the end of Q1’26 was 14,089, an 
increase of 276 from the prior quarter, primarily driven by hiring in Sales and R&D focused on our 
strategic initiatives in serving our enterprise customers, delivering rapid advancements in AI, and 
connecting technology and business teams through our System of Work.  

Non-GAAP operating expenses increased 25% year-over-year and were higher-than-expected primarily 
driven by the timing of program spend and one-time acquisition-related expenses in the quarter. 

GAAP operating margin of (7%) was lower-than-expected driven by the restructuring charges, which had 
a negative impact of 4 percentage points. Non-GAAP operating margin of 23% exceeded our 
expectations, driven by better-than-expected cloud gross margin. 

GAAP and non-GAAP operating margins benefited from the Data Center EOL revenue recognition impact 
by 1.4 and 1.0 percentage points, respectively.
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Net income (loss) 
(U.S. $ in thousands, except per share data) 

 

Free cash flow 

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

 

Customers with >$10,000 in Cloud ARR 
For each period ended 

We ended Q1’26 with 53,017 customers with greater than $10,000 in Cloud annualized recurring revenue 
(Cloud ARR), an increase of 13% year-over-year. These customers represent over 85% of total Cloud ARR 
and increasingly recognize the power of our enterprise-grade cloud platform, with advanced admin 
controls, data governance and compliance, performance, and scalability. Our customers continue to look 
to Atlassian as a strategic partner to help them automate their business processes and workflows in 
the AI era, and our continued progress in delivering AI innovation is driving Data Center to Cloud 
migrations and providing enterprises with the ultimate Atlassian experience only available in the Cloud.
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We define the number of customers with Cloud ARR greater than $10,000 at the end of any particular period as the number of 
organizations with unique domains with an active Cloud subscription and greater than $10,000 in Cloud ARR. We define Cloud ARR as 
the annualized recurring revenue run-rate of Cloud subscription agreements at a point in time. We calculate Cloud ARR by taking the 
Cloud monthly recurring revenue (Cloud MRR) run-rate and multiplying it by 12. Cloud MRR for each month is calculated by aggregating 
monthly recurring revenue from committed contractual amounts at a point in time. Cloud ARR and Cloud MRR should be viewed 
independently of revenue and do not represent our revenue under GAAP, as they are operational metrics that can be affected by 
contract start and end dates and renewal rates.
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Financial targets 
(U.S. $) 

Q2’26 

FY26 

FY26 Outlook 
TOTAL REVENUE 

Years of thoughtful planning and investment in product and GTM capabilities culminated in the 
announcement of Atlassian Ascend this quarter, and we are now ready to support our Data Center 
customers' migration journeys to the Cloud over the coming years. We have built a true enterprise-
grade cloud platform with advanced AI, analytics, and automation capabilities that deliver 
differentiated value and help our customers drive work forward. 

Customer response to Ascend has been incredibly positive, and as such, we are increasing our FY26 
Cloud revenue growth outlook to 22.5% to account for a greater expected volume of Data Center to 
Cloud migrations. In addition, we are also increasing our FY26 total company revenue growth outlook to 
approximately 20.8%, which includes an expected benefit of approximately 3.2 percentage points from 
the Data Center EOL revenue recognition impact. 

The progress and momentum we are seeing with customers choosing a cloud-first future underscores 
the unique value of our AI-powered cloud platform. From a total company perspective, our updated 
outlook for a greater volume of Data Center to Cloud migrations in FY26 results in more revenue 
recognized on a ratable basis and less recognized in the period of sale.
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As a reminder, a portion of Data Center total contract value is allocated to the term license component,  
where revenue is recognized upfront in the period the contract begins, and the remainder is allocated to  
the ongoing support component, where revenue is recognized ratably over the subscription term. Cloud 
revenue is recognized fully ratably over the subscription term.  

At the company level, stronger-than-exected cloud migrations results in more revenue recognized on  
a ratable basis and less revenue recognized in the period of sale. 

 
 
 
 
 
 
 
 
 
 
 

As a result, the advancements across our platform and GTM motions, as well as the Ascend announcement, 
are fueling stronger Cloud migration momentum, which results in increases in Cloud revenue and RPO and 
decreases in Data Center revenue. 

We have provided additional detail on the expected Data Center EOL revenue recognition impact on total 
revenue, Data Center revenue, gross margin, and operating margin in the commentary below and have  
added supplemental tables that reconcile our updated FY26 outlook to our initial guidance issued on  
August 7, 2025 on page 28. 

Additionally, we continue to take what we believe to be an appropriately risk-adjusted approach in setting  
our FY26 outlook that accounts for macroeconomic uncertainty and potential business disruption from the 
evolution of our GTM motion. These risk-adjustments allow for negative impacts to key growth drivers across 
our business, such as paid seat expansion, cross-sell, upsell, and customer retention, as well as overall sales 
activity within our Enterprise customer base. 

Finally, we remain confident in our long-term outlook and ability to grow revenue at a three-year compounded 
annual growth rate of 20%+ through FY27, as previously communicated. 

Further detail and expected trends are provided below: 

Cloud revenue 

As a result of our Q1 outperformance and expectation for a greater volume of Data Center to Cloud migrations, 
we are increasing our FY26 outlook. We now expect Cloud revenue growth of approximately 22.5% year-over-
year in FY26, with migrations driving a mid-to-high single-digit contribution. 

While we have increased our outlook for migrations in FY26, we continue to expect Data Center customers  
to migrate to Cloud over a multi-year period and adopt hybrid deployment strategies, allowing them to 
migrate their teams over time.  

Overall, we continue to expect Cloud revenue growth to be primarily driven by paid seat expansion in existing 
customers as we drive increasing wall-to-wall adoption of our apps and collections within enterprise 
customers. Additionally, we expect a greater proportion of our Cloud revenue growth over time to come from 
increased focus on cross-selling newly introduced collections like Software Collection and Service Collection. 
Lastly, we expect to drive higher ARPU through healthy uptake of higher-value editions of our products as 
customers look to take advantage of the advanced capabilities of the Atlassian cloud platform.

19

     Illustrative example  
 

Below is an illustrative example showing how a one-year subscription is recognized on Cloud, on Data Center, and the impact the 
difference in revenue recognition has on total company revenue. This illustrative example assumes a $100,000 contract on the 
respective deployments begins in Q2.

Q1 Q2 Q3 Q4 Full Year cRPO

Data Center Revenue - $50,000 $13,000 $13,000 $76,000 $24,000

Cloud Revenue - $4,000 $25,000 $25,000 $54,000 $46,000

Difference in Total Revenue - ($46,000) $12,000 $12,000 ($22,000) $22,000
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Data Center revenue 

We expect Data Center revenue growth of approximately 20.0% year-over-year in FY26 driven by price 
increases, partially offset by migrations to Cloud. In addition, we expect the Data Center EOL revenue 
recognition impact to benefit growth by approximately 11.5 percentage points. 

With the announcement of Atlassian Ascend, our outlook reflects our expectation for greater migrations 
to Cloud in FY26 and moderating seat expansion for customers planning to migrate. 

In terms of seasonality, we expect growth rates to improve in the second half of the year as we fully lap 
the prior year headwinds related to Server end-of-support driven purchasing and policy changes that 
limit multi-year Data Center contracts. As a reminder, Data Center revenue growth rates will vary 
quarter-to-quarter based on the volume of Cloud migrations, the number of large deals, and purchasing 
dynamics related to price changes. In addition, the Data Center EOL revenue recognition impact will 
further increase the quarter-to-quarter variability described above. 

Marketplace and other revenue 

We expect Marketplace and other revenue growth of approximately 5.0% year-over-year in FY26 driven 
by sales of third-party marketplace apps for our Cloud and Data Center offerings.  

As mentioned above, our outlook now accounts for an increase in the volume of Data Center migrations 
to Cloud, where the take rate for third-party Marketplace apps is lower. 

GROSS MARGIN 

We expect GAAP gross margin to be 84.0% and non-GAAP gross margin to be 86.5% in FY26. We expect 
the Data Center EOL revenue recognition impact to benefit GAAP and non-GAAP gross margin by 
approximately 0.4 percentage points.  

Our guidance assumes continued optimization of cloud infrastructure and support costs will offset the 
negative impact of continued revenue mix shift to cloud and increased AI processing costs as customers 
deploy and use Rovo across their workflows. 

OPERATING MARGIN 

We expect GAAP operating margin to be approximately (2.0%) and non-GAAP operating margin to be 
approximately 25.5% in FY26. 

The Data Center EOL revenue recognition impact is expected to benefit GAAP and non-GAAP operating 
margin by approximately 2.8 percentage points and 2.0 percentage points, respectively. Our guidance 
also reflects the impact of The Browser Company acquisition, which we expect will be slightly dilutive 
to FY26 operating margins. 

Operating expense growth will be driven primarily by investments across our key strategic priorities in 
enterprise, AI, and System of Work, where we are seeing increasingly positive customer signal and 
momentum. We expect growth to moderate in the second half of the year, as we continue to focus on 
driving efficiencies with scale. Our guidance also assumes the rate of stock-based compensation 
expense growth will moderate in FY26. 

Lastly, there is no change to our FY27 non-GAAP operating margin target and we remain confident in our 
ability to deliver operating margin expansion over time. 

SHARE COUNT 

We expect diluted share count to increase by less than 2% in FY26.
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Restructuring charges 
(U.S. $ in thousands) 
 
(unaudited) 

During the first quarter of fiscal year 2026, Atlassian incurred charges associated with reducing capacity 
in its customer support organization and consolidating a lease to optimize its real estate footprint. A 
summary of these restructuring charges for the three months ended September 30, 2025 by major 
activity type is as follows:
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ATLASSIAN CORPORATION 

Reconciliation of GAAP to non-GAAP financial targets 
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Q1'26 Guidance Issued  
on August 7, 2025

Data Center EOL 
Revenue Recognition 

Impact

Q1'26 Performance Q1'26 Results
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Reconciliation of the Data Center EoL  
on Revenue Recognition Impact 
Q1 FY26 RESULTS
Q1’26 Results on the tables below may not add up precisely due to rounding

Total revenue

Gross margin

Q1 FY26 Total Revenue Growth

Q1 FY26 Non-GAAP Gross Margin

Operating margin
Q1 FY26 GAAP Operating Margin 

Operating margin
Q1 FY26 Non-GAAP Operating Margin 

Q1'26 Guidance Issued  
on August 7, 2025

Data Center EOL 
Revenue Recognition 

Impact

Q1'26 Performance Q1'26 Results

Q1'26 Guidance Issued  
on August 7, 2025

Data Center EOL 
Revenue Recognition 

Impact

Q1'26 Performance Q1'26 Results

Data Center revenue

Gross margin

Q1'26 Guidance Issued  
on August 7, 2025

Data Center EOL 
Revenue Recognition 

Impact

Q1'26 Performance* Q1'26 Results

Q1 FY26 Data Center Revenue Growth
-

Q1'26 Guidance Issued  
on August 7, 2025*

Data Center EOL 
Revenue Recognition 

Impact

Q1'26 Performance Q1'26 Results

*Guidance shown at the midpoint.

*Q1’26 performance includes a 2.2 percentage point negative impact from restructuring 
charges incurred in the quarter, which have been excluded from non-GAAP results.

*Q1’26 performance includes a 3.9 percentage point negative impact from restructuring charges 
incurred in the quarter, which have been excluded from non-GAAP results.

Q1 FY26 GAAP Gross Margin

82.5%

5.7% (2.6%)
11.0% 17.8%

1.6%
1.2%

20.6%

84.5% 0.2%
1.5% 86.2%

8.0%

0.2% (0.8%) 82.0%

20.5% 1.0%
1.0% 22.5%

(5.5%)

1.4% (2.7%)

(6.7%)

Q1'26 Guidance Issued  
on August 7, 2025

Data Center EOL 
Revenue Recognition 

Impact

Q1'26 Performance* Q1'26 Results
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Reconciliation of the Data Center EoL  
on Revenue Recognition Impact 
FY26 OUTLOOK

Data Center revenue

Gross margin

FY26 Guidance Issued  
on August 7, 2025

Data Center EOL 
Revenue Recognition 

Impact

Update to Outlook* FY26 Guidance  
as of October 30, 2025 

FY26 Data Center Revenue

-

FY26 Guidance as of October 30, 2025 on the tables below may not add up precisely due to rounding

FY26 Guidance Issued  
on August 7, 2025

Data Center EOL 
Revenue Recognition 

Impact

Update to Outlook FY26 Guidance  
as of October 30, 2025 

Total revenue

Gross margin

FY26 Total Revenue Growth

FY26 Non-GAAP Gross Margin

FY26 Guidance Issued  
on August 7, 2025

Data Center EOL 
Revenue Recognition 

Impact

Update to Outlook FY26 Guidance  
as of October 30, 2025 

Operating margin
FY26 GAAP Operating Margin 

Operating margin
FY26 Non-GAAP Operating Margin 

FY26 Guidance Issued  
on August 7, 2025

Data Center EOL 
Revenue Recognition 

Impact

Update to Outlook FY26 Guidance  
as of October 30, 2025 

FY26 Guidance Issued  
on August 7, 2025

Data Center EOL 
Revenue Recognition 

Impact

Update to Outlook* FY26 Guidance  
as of October 30, 2025 

*Update to outlook includes 0.9 percentage points of negative impact from restructuring changes 
incurred in Q1’26 and the impact of the acquisition of The Browser Company of New York, which 
closed on October 20, 2025 and is dilutive to FY26 GAAP operating margin.

*Update to outlook includes the impact of the acquisition of The Browser Company of 
New York, which closed on October 20, 2025 and is slightly dilutive to FY26 non-GAAP 
operating margin.

*Update to outlook includes 0.5 percentage points of negative impact from restructuring changes 
incurred in Q1’26.

FY26 GAAP Gross Margin

FY26 Guidance Issued  
on August 7, 2025

Data Center EOL 
Revenue Recognition 

Impact

Update to Outlook* FY26 Guidance  
as of October 30, 2025 

85.5% 0.4% 0.6% 86.5%
83.5% 0.4% 0.1% 84.0%

12.5%

11.5% (4.0%)

20.0%
18.0%

3.2% (0.5%) 20.8%

24.0%
2.0% (0.5%) 25.5%

(2.5%)
2.8% (2.3%)

(2.0%)
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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 but not limited to risks and uncertainties related to statements about our platform, offerings and capabilities and planned 
offering and capabilities, AI solutions, capabilities and partnerships, the broader AI market, System of Work, investments and expenses, 
customers, Cloud migrations and the Atlassian Ascend initiative, macroeconomic environment, anticipated growth, market position and 
opportunity, competition, business plans and long term strategies, strategic acquisitions (including the proposed acquisition of DX), leadership 
transitions, enterprise sales, outlook and results, other key strategic areas, and our financial targets such as total revenue, Cloud, Data Center, 
and Marketplace and other revenue and GAAP and non-GAAP financial measures including gross margin, operating margin, and share count. 

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 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 10-K 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 AND OTHER 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 and non-
GAAP gross margin, 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 and Non-GAAP gross margin. Excludes expenses related to stock-based compensation, and amortization of acquired 
intangible assets. 

• Non-GAAP operating income and non-GAAP operating margin. Excludes expenses related to stock-based compensation, and amortization of 
acquired intangible assets. 

• Non-GAAP net income and non-GAAP net income per diluted share. Excludes expenses related to stock-based compensation, amortization of 
acquired intangible assets, gain on a non-cash sale of a controlling interest of a subsidiary, and the related income tax adjustments.  

• 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. A recognized leader in software development, work management, and enterprise service 
management software, Atlassian enables enterprises to connect their business and technology teams with an AI-powered system of work that 
unlocks productivity at scale. Atlassian’s collaboration software powers over 80% of the Fortune 500 and 300,000+ customers worldwide - 
including NASA, Rivian, Deutsche Bank, United Airlines, and Bosch - who rely on our solutions to drive work forward. 

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