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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains express and implied forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933, as amended (the "Securities Act"), and Section 21E of the Securities Exchange Act of 1934, as amended (the
"Exchange Act"), which statements involve substantial risks and uncertainties. Other than statements of historical fact, all statements
contained in this Quarterly Report on Form 10-Q, including statements regarding our future results of operations and financial position, our
business strategy and plans and our objectives for future operations, are forward-looking statements. The words "believe," "may," "will,"
"potentially," "estimate," "continue," "anticipate," "plan," "intend," "could," "would," "expect," or words or expressions of similar substance or
the negative thereof, that convey uncertainty of future events or outcomes are intended to identify forward-looking statements. Forward-
looking statements included in this Quarterly Report on Form 10-Q include, but are not limited to, statements regarding:

• our future billings, revenue, cost of revenue and operating expenses, as well as changes in the cost of product revenue,
component costs, contract terms, product gross margins and support, entitlements and other services revenue and changes in
research and development, sales and marketing and general and administrative expenses;

• our business plans, strategies, initiatives, objectives and outlook, as well as our ability to execute such plans, strategies, initiatives
and objectives successfully and in a timely manner, and the benefits and impact of such plans, initiatives and objectives on our
business, operations, and financial results, including any impact on our revenue and product mix, average contract term lengths
and discounting behavior;

• our plans for, and the timing of, any current and future business model transitions, including our ongoing transition to a
subscription-based business model, our ability to manage, complete or realize the benefits of such transitions successfully and in a
timely manner, and the short-term and long-term impacts of such transitions on our business, operations and financial results;

• the timing, evolution and potential impact of the COVID-19 pandemic on the global market environment and the IT industry, as well
as on our business, operations and financial results, including changes we have made or anticipate making in response to the
COVID-19 pandemic, our ability to manage our business during the pandemic, and the position we anticipate being in following the
pandemic;

• the benefits and capabilities of our platform, solutions, products, services and technology, including the interoperability and
availability of our solutions with and on third-party platforms;

• our plans and expectations regarding new solutions, products, services, product features and technology, including those that are
still under development or in process;

• our growth strategy, our ability to effectively achieve and manage our growth, and the amount, timing and impact of any
investments to grow our business, including any plans to increase or decrease investments in our global engineering, research
and development and sales and/or marketing teams;

• our go-to-market strategy and the impact of any adjustments thereto, including any adjustments to our go-to-market cost structure,
in particular, our sales compensation structure, and our plans regarding pricing and packaging of our product portfolio;

• the success and impact of our customer, partner, industry, analyst, investor and employee events on our business, including on
future pipeline generation;

• the impact of our decision to use new or different metrics, or to make adjustments to the metrics we use, to supplement our
financial reporting;

• our reliance on key personnel;

• anticipated trends, growth rates and challenges in our business and in the markets in which we operate, including the
segmentation and productivity of our sales team;

• market acceptance of new technology and recently introduced solutions;

• our ability to increase sales of our solutions, particularly to large enterprise customers;

• our ability to attract new end customers and retain and grow sales from our existing end customers;
4
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• our ability to maintain and strengthen existing strategic alliances and partnerships and address macroeconomic supply chain
shortages, including our relationships with our channel partners and original equipment manufacturers, and to develop any new
strategic alliances and partnerships, and the impact of any changes to such relationships on our business, operations and financial
results;

• the effects of seasonal trends on our results of operations;

• our expectations concerning relationships with third parties, including our ability to compress and stabilize sales cycles;

• our ability to maintain, protect and enhance our intellectual property;

• our exposure to and ability to guard against cyber attacks and other actual or perceived security breaches;

• our ability to continue to grow our business internationally;

• the competitive market, including our ability to compete effectively, the competitive advantages of our products, and the effects of
increased competition in our market;

• anticipated capital expenditures;

• future acquisitions or investments in complementary companies, products, services or technologies and the ability to successfully
integrate completed acquisitions;

• our ability to stay in compliance with laws and regulations that currently apply or become applicable to our business both in the
United States and internationally, including recent changes in global tax laws;

• macroeconomic, geopolitical, and industry trends and environment, projected growth or trend analysis;

• the impact of events that may be outside of our control, such as political and social unrest, terrorist attacks, hostilities, malicious
human acts, climate change, natural disasters (including extreme weather), pandemics or other major public health concerns, and
other similar events;

• our ability to attract and retain qualified employees and key personnel; and

• the sufficiency of cash balances to meet cash needs for at least the next 12 months.

We have based these forward-looking statements largely on our current expectations and projections about future events and trends
that we believe may affect our financial condition, results of operations, business strategy, short-term and long-term business operations and
objectives and financial needs in light of the information currently available to us. These forward-looking statements are subject to a number
of risks, uncertainties and assumptions, including those described under the heading "Risk Factors" in Part I, Item 1A of our Annual Report
on Form 10-K for the fiscal year ended July 31, 2021 and in Part II, Item 1A of this Quarterly Report on Form 10-Q. Moreover, we operate in a
very competitive and rapidly changing environment and new risks emerge from time to time. It is not possible for us to predict all risks, nor
can we assess the impact of all factors on our business or the extent to which any factor, or combination of factors, may cause actual results
to differ materially from those contained or implied in any forward-looking statements we may make. In light of these risks, uncertainties and
assumptions, the forward-looking events and trends discussed in this Quarterly Report on Form 10-Q may not occur and actual results could
differ materially and adversely from those anticipated or implied in the forward-looking statements.

You should not rely upon forward-looking statements as predictions of future events. Although we believe that the expectations
reflected in the forward-looking statements are reasonable, we cannot guarantee that the future results, performance, or events and
circumstances reflected in the forward-looking statements will be achieved or will occur. The forward-looking statements in this Quarterly
Report on Form 10-Q relate only to events as of the date on which the statements are made. We undertake no obligation, and expressly
disclaim any obligation, to update, alter or otherwise revise or publicly release the results of any revision to these forward-looking statements
to reflect new information or the occurrence of unanticipated or subsequent events, except as required by law. We may not actually achieve
the plans, intentions or expectations disclosed in our forward-looking statements and you should not place undue reliance on our forward-
looking statements.
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NUTANIX, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
 

  As of  

  
July 31,

2021   
April 30,

2022  
  (in thousands, except per share data)  

Assets       
Current assets:       

Cash and cash equivalents  $ 285,723   $ 386,721  
Short-term investments   928,006    913,901  
Accounts receivable, net of allowances of $892 and $633, respectively   180,781    180,386  
Deferred commissions—current   110,935    109,043  
Prepaid expenses and other current assets   56,816    86,328  

Total current assets   1,562,261    1,676,379  
Property and equipment, net   131,621    117,494  
Operating lease right-of-use assets   105,903    83,427  
Deferred commissions—non-current   232,485    244,754  
Intangible assets, net   32,012    19,848  
Goodwill   185,260    185,260  
Other assets—non-current   27,954    28,731  
Total assets  $ 2,277,496   $ 2,355,893  
Liabilities and Stockholders’ Deficit       
Current liabilities:       

Accounts payable  $ 47,056   $ 53,438  
Accrued compensation and benefits   162,337    123,106  
Accrued expenses and other current liabilities   39,404    48,039  
Deferred revenue—current   636,421    721,853  
Operating lease liabilities—current   42,670    44,171  
Convertible senior notes, net—current   —    145,308  

Total current liabilities   927,888    1,135,915  
Deferred revenue—non-current   676,502    710,127  
Operating lease liabilities—non-current   86,599    54,373  
Convertible senior notes, net   1,055,694    1,146,050  
Derivative liability   500,175    —  
Other liabilities—non-current   42,679    31,294  

Total liabilities   3,289,537    3,077,759  
Commitments and contingencies (Note 7)       
Stockholders’ deficit:       

Preferred stock, par value of $0.000025 per share— 200,000 shares
   authorized as of July 31, 2021 and April 30, 2022; no shares
   issued and outstanding as of July 31, 2021 and April 30, 2022   —    —  
Common stock, par value of $0.000025 per share—1,200,000 
   (1,000,000 Class A, 200,000 Class B) and 1,042,004 (1,000,000 Class A, 
   42,004 Class B) shares authorized as of July 31, 2021 and April 30, 2022, 
   respectively; 214,210 (208,579 Class A and 5,631 Class B) and 
   224,285 (224,285 Class A and zero Class B) shares issued and 
   outstanding as of July 31, 2021 and April 30, 2022, respectively   5    5  
Additional paid-in capital   2,615,317    3,501,311  
Accumulated other comprehensive loss   (8 )   (6,146 )
Accumulated deficit   (3,627,355 )   (4,217,036 )

Total stockholders’ deficit   (1,012,041 )   (721,866 )
Total liabilities and stockholders’ deficit  $ 2,277,496   $ 2,355,893  
 

(1) Effective January 3, 2022, all of the then outstanding shares of Nutanix, Inc. Class B common stock were automatically converted into the same number of shares of
Nutanix, Inc. Class A common stock. See Note 8 for further details.

 
See the accompanying notes to condensed consolidated financial statements.
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NUTANIX, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands, except per share data)  

Revenue:             
Product  $ 172,308   $ 199,616   $ 502,858   $ 588,872  
Support, entitlements and other services   172,200    204,042    500,786    606,384  

Total revenue   344,508    403,658    1,003,644    1,195,256  
Cost of revenue:             

Product   12,896    13,739    39,494    43,056  
Support, entitlements and other services   61,578    66,110    173,893    198,208  

Total cost of revenue   74,474    79,849    213,387    241,264  
Gross profit   270,034    323,809    790,257    953,992  
Operating expenses:             

Sales and marketing   263,358    234,530    781,719    726,196  
Research and development   144,917    142,075    416,292    427,949  
General and administrative   42,332    39,552    111,140    123,871  

Total operating expenses   450,607    416,157    1,309,151    1,278,016  
Loss from operations   (180,573 )   (92,348 )   (518,894 )   (324,024 )
Other income (expense), net   61,352    (15,676 )   (143,381 )   (309,557 )
Loss before provision for income taxes   (119,221 )   (108,024 )   (662,275 )   (633,581 )
Provision for income taxes   4,419    3,611    13,803    12,967  
Net loss  $ (123,640 )  $ (111,635 )  $ (676,078 )  $ (646,548 )
Net loss per share attributable to Class A and Class B
   common stockholders—basic and diluted  $ (0.60 )  $ (0.50 )  $ (3.31 )  $ (2.95 )
Weighted average shares used in computing net loss
   per share attributable to Class A and Class B
   common stockholders—basic and diluted   207,715    222,473    204,407    218,888  
 

(1) Effective January 3, 2022, all of the then outstanding shares of Nutanix, Inc. Class B common stock were automatically converted into the same number of shares of
Nutanix, Inc. Class A common stock. See Note 8 for further details.

 
See the accompanying notes to condensed consolidated financial statements.
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NUTANIX, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(Unaudited)
 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands)  

Net loss  $ (123,640 )  $ (111,635 )  $ (676,078 )  $ (646,548 )
Other comprehensive loss, net of tax:             

Change in unrealized loss on available-for-sale
   securities, net of tax   (465 )   (3,711 )   (1,938 )   (6,138 )

Comprehensive loss  $ (124,105 )  $ (115,346 )  $ (678,016 )  $ (652,686 )
 

See the accompanying notes to condensed consolidated financial statements.
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NUTANIX, INC.
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ DEFICIT

(Unaudited)
 

  Nine Months Ended April 30, 2021  

  Common Stock   
Additional

Paid-In   

Accumulated
Other

Comprehensiv
e   Accumulated   

Total
Stockholders’  

  Shares   Amount   Capital   Income   Deficit   Deficit  
  (in thousands)  

Balance - July 31, 2020
  

201,94
9   $ 5   $

2,245,18
0   $ 2,030   $ (2,522,192 )  $ (274,977 )

Issuance of common stock through employee 
equity
   incentive plans   3,117    —    1,631    —    —    1,631  
Issuance of common stock from ESPP 
purchase   1,456    —    18,070    —    —    18,070  
Repurchase and retirement of common stock   (5,176 )   —    (54,176 )   —    (70,903 )   (125,079 )
Stock-based compensation   —    —    89,198    —    —    89,198  
Other comprehensive loss   —    —    —    (1,150 )   —    (1,150 )
Net loss   —    —    —    —    (265,048 )   (265,048 )

Balance - October 31, 2020
  

201,34
6    5    

2,299,90
3    880    (2,858,143 )   (557,355 )

Issuance of common stock through employee 
equity
   incentive plans   2,892    —    2,222    —    —    2,222  
Stock-based compensation   —    —    84,454    —    —    84,454  
Other comprehensive loss   —    —    —    (323 )   —    (323 )
Net loss   —    —    —    —    (287,390 )   (287,390 )

Balance - January 31, 2021
  

204,23
8    5    

2,386,57
9    557    (3,145,533 )   (758,392 )

Issuance of common stock through employee 
equity
   incentive plans   4,769    —    8,340    —    —    8,340  
Issuance of common stock from ESPP 
purchase   2,524    —    32,097    —    —    32,097  
Stock-based compensation   —    —    95,286    —    —    95,286  
Other comprehensive loss   —    —    —    (465 )   —    (465 )
Net loss   —    —    —    —    (123,640 )   (123,640 )

Balance - April 30, 2021
  

211,53
1   $ 5   $

2,522,30
2   $ 92   $ (3,269,173 )  $ (746,774 )
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  Nine Months Ended April 30, 2022  

  Common Stock   
Additional

Paid-In   

Accumulated
Other

Comprehensiv
e   Accumulated   

Total
Stockholders’  

  Shares   
Amoun

t   Capital   Loss   Deficit   Deficit  
  (in thousands)  

Balance - July 31, 2021
  

214,21
0   $ 5   $ 2,615,317   $ (8 )  $ (3,627,355 )  $ (1,012,041 )

Adoption of ASU 2020-06   —    —    (148,598 )   —    100,585    (48,013 )
2026 Notes derivative liability reclassification   —    —    698,213    —    —    698,213  
Issuance of common stock through employee 
equity
   incentive plans   2,809    —    1,352    —    —    1,352  
Issuance of common stock from ESPP 
purchase   1,309    —    28,786    —    —    28,786  
Repurchase and retirement of common stock   (1,369 )   —    (14,852 )   —    (43,718 )   (58,570 )
Unwinding of 2023 Notes hedges   —    —    39,880    —    —    39,880  
Unwinding of 2023 Notes warrants   —    —    (18,390 )   —    —    (18,390 )
Stock-based compensation   —    —    90,547    —    —    90,547  
Other comprehensive loss   —    —    —    (651 )   —    (651 )
Net loss   —    —    —    —    (419,852 )   (419,852 )

Balance - October 31, 2021
  

216,95
9    5    3,292,255    (659 )   (3,990,340 )   (698,739 )

Issuance of common stock through employee 
equity
   incentive plans   3,580    —    1,914    —    —    1,914  
Stock-based compensation   —    —    88,045    —    —    88,045  
Other comprehensive loss   —    —    —    (1,776 )   —    (1,776 )
Net loss   —    —    —    —    (115,061 )   (115,061 )

Balance - January 31, 2022
  

220,53
9    5    3,382,214    (2,435 )   (4,105,401 )   (725,617 )

Issuance of common stock through employee 
equity
   incentive plans   2,228    —    744    —    —    744  
Issuance of common stock from ESPP 
purchase   1,518    —    33,847    —    —    33,847  
Stock-based compensation   —    —    84,506    —    —    84,506  
Other comprehensive loss   —    —    —    (3,711 )   —    (3,711 )
Net loss   —    —    —    —    (111,635 )   (111,635 )

Balance - April 30, 2022
  

224,28
5   $ 5   $ 3,501,311   $ (6,146 )  $ (4,217,036 )  $ (721,866 )

 
See the accompanying notes to condensed consolidated financial statements.
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NUTANIX, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
 

  
Nine Months Ended

April 30,  
  2021   2022  
  (in thousands)  

Cash flows from operating activities:       
Net loss  $ (676,078 )  $ (646,548 )
Adjustments to reconcile net loss to net cash (used in) provided by 
   operating activities:       

Depreciation and amortization   70,609    67,123  
Stock-based compensation   268,938    263,098  
Change in fair value of derivative liability   81,353    198,038  
Loss on debt extinguishment   —    64,910  
Amortization of debt discount and issuance costs   46,178    29,929  
Operating lease cost, net of accretion   25,818    27,496  
Impairment of lease-related assets   2,822    —  
Non-cash interest expense   11,331    14,408  
Other   7,025    7,181  
Changes in operating assets and liabilities:       

Accounts receivable, net   102,029    4,193  
Deferred commissions   (94,034 )   (10,377 )
Prepaid expenses and other assets   (4,375 )   (31,723 )
Accounts payable   542    4,159  
Accrued compensation and benefits   17,523    (46,379 )
Accrued expenses and other liabilities   4,039    4,509  
Operating leases, net   (26,864 )   (35,743 )
Deferred revenue   87,964    115,265  

Net cash (used in) provided by operating activities   (75,180 )   29,539  
Cash flows from investing activities:       

Maturities of investments   486,640    778,914  
Purchases of investments   (1,145,335 )   (794,180 )
Sales of investments   70,055    17,999  
Purchases of property and equipment   (41,111 )   (34,279 )

Net cash used in investing activities   (629,751 )   (31,546 )
Cash flows from financing activities:       

Payments of debt extinguishment costs   —    (14,709 )
Proceeds from unwinding of convertible note hedges   —    39,880  
Payments for unwinding of warrants   —    (18,390 )
Proceeds from sales of shares through employee equity
   incentive plans   62,343    66,644  
Proceeds from the issuance of convertible notes, net of
   issuance costs   723,617    88,687  
Repurchases of common stock   (125,079 )   (58,570 )
Payment of finance lease obligations   —    (626 )

Net cash provided by financing activities   660,881    102,916  
Net (decrease) increase in cash, cash equivalents and restricted cash  $ (44,050 )  $ 100,909  
Cash, cash equivalents and restricted cash—beginning of period   321,991    288,873  
Cash, cash equivalents and restricted cash—end of period  $ 277,941   $ 389,782  
Restricted cash   3,265    3,061  
Cash and cash equivalents—end of period  $ 274,676   $ 386,721  
Supplemental disclosures of cash flow information:       

Cash paid for income taxes  $ 13,220   $ 17,101  
Supplemental disclosures of non-cash investing and
   financing information:       

Purchases of property and equipment included
   in accounts payable and accrued and other liabilities  $ 12,583   $ 20,026  
Finance lease liabilities arising from obtaining right-of-use
   assets  $ 5,769   $ 11,159  

 

(1) Included within other assets—non-current in the condensed consolidated balance sheets.

See the accompanying notes to condensed consolidated financial statements.
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NUTANIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1. OVERVIEW AND BASIS OF PRESENTATION

Organization and Description of Business

Nutanix, Inc. was incorporated in the state of Delaware in September 2009. Nutanix, Inc. is headquartered in San Jose, California, and
together with its wholly-owned subsidiaries (collectively, "we," "us," "our" or "Nutanix"), has operations throughout North America, Europe,
Asia Pacific, the Middle East, Latin America, and Africa.

We provide a leading enterprise cloud platform, which we call the Nutanix Cloud Platform, that consists of software solutions and cloud
services that power our customers' enterprise infrastructure. Our solutions run across private-, hybrid- and multicloud environments, and
allow organizations to seamlessly "lift and shift" their workloads, including enterprise applications, high-performance databases, end-user
computing and virtual desktop infrastructure ("VDI") services, cloud native workloads, and analytics applications, between different cloud
environments. Our solutions are primarily sold through channel partners, including distributors, resellers and original equipment
manufacturers ("OEMs") (collectively, "Partners"), and delivered directly to our end customers.

Principles of Consolidation and Significant Accounting Policies

The accompanying condensed consolidated financial statements, which include the accounts of Nutanix, Inc. and its wholly-owned
subsidiaries, have been prepared in conformity with accounting principles generally accepted in the United States ("U.S. GAAP") and are
consistent in all material respects with those included in our Annual Report on Form 10-K for the fiscal year ended July 31, 2021, filed with
the Securities and Exchange Commission ("SEC") on September 21, 2021. All intercompany accounts and transactions have been
eliminated in consolidation. The condensed consolidated financial statements are unaudited, but include all adjustments of a normal recurring
nature necessary for a fair presentation of our quarterly results. The consolidated balance sheet as of July 31, 2021 is derived from audited
financial statements; however, it does not include all of the information and footnotes required by U.S. GAAP for complete financial
statements. These condensed consolidated financial statements should be read in conjunction with the consolidated financial statements and
related notes in our Annual Report on Form 10-K for the fiscal year ended July 31, 2021.

Use of Estimates

The preparation of interim condensed consolidated financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the amounts reported in the condensed consolidated financial statements and accompanying notes.
Such management estimates and assumptions include, but are not limited to, the best estimate of selling prices for products and related
support; useful lives and recoverability of intangible assets and property and equipment; allowance for credit losses; determination of fair
value of stock-based awards; accounting for income taxes, including the valuation allowance on deferred tax assets and uncertain tax
positions; warranty liability; purchase commitment liabilities to our OEMs; sales commissions expense and the period of benefit for deferred
commissions; whether an arrangement is or contains a lease; the incremental borrowing rate to measure the present value of right-of-use
assets and lease liabilities; the inputs used to determine the fair value of the contingent liability associated with the conversion feature of the
2.50% convertible senior notes due 2026 (the "2026 Notes"); and contingencies and litigation. Management evaluates these estimates and
assumptions on an ongoing basis using historical experience and other factors and makes adjustments when facts and circumstances
dictate. As future events and their effects cannot be determined with precision, actual results could materially differ from those estimates and
assumptions.

In response to the ongoing and continuously evolving COVID-19 pandemic, we considered the impact of the estimated economic
implications on our critical and significant accounting estimates, including assessment of collectibility of customer contracts, valuation of
accounts receivable, provision for purchase commitments to our OEMs and impairment of long-lived assets, right-of-use assets, and deferred
commissions.
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Concentration of Risk

Concentration of revenue and accounts receivable—We sell our products primarily through our Partners and occasionally directly to
end customers. For the three and nine months ended April 30, 2021 and 2022, no end customer accounted for more than 10% of total
revenue or accounts receivable.

For each significant Partner, revenue as a percentage of total revenue and accounts receivable as a percentage of total accounts
receivable, net are as follows:
 

  Revenue   Accounts Receivable as of  

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,   
July 31,

2021   
April 30,

2022  
Partners  2021   2022   2021   2022        
Partner A   33 %  34 %  32 %  33 %  35 %  37 %
Partner B   15 %  15 %  14 %  14 %  23 %  18 %
Partner C       10 %  11 %    12 %
Partner D             11 %
 

(1) Less than 10%

Summary of Significant Accounting Policies

Except for the accounting for our convertible senior notes, as described below, there have been no changes to our significant
accounting policies described in our Annual Report on Form 10-K for the fiscal year ended July 31, 2021, filed with the SEC on September
21, 2021, that have had a material impact on our condensed consolidated financial statements.

Convertible Senior Notes

Our convertible senior notes, including any embedded conversion features, are accounted for under the traditional convertible debt
accounting model and are treated as a liability, net of unamortized issuance costs. The carrying amount of the liability is classified as a
current liability if we have committed to settle with current assets; otherwise, it is classified as a long-term liability, as we retain the option to
settle conversion requests in shares of our Class A common stock. The embedded conversion features are not remeasured as long as they
do not meet the separation requirement of a derivative; otherwise, they are classified as derivative instruments and accounted for as such.
Issuance costs are amortized to interest expense using the effective interest rate method over the term of the notes. In accounting for
conversions of the notes, the carrying amount of the converted notes is reduced by the total consideration paid or issued for the respective
converted notes and the difference is recorded to additional paid-in capital on our condensed consolidated balance sheets. In accounting for
extinguishments of the notes, the reacquisition price of the extinguished notes is compared to the carrying amount of the respective
extinguished notes and a gain or loss is recorded in other expense, net on our condensed consolidated statements of operations.
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Recently Adopted Accounting Pronouncements

In August 2020, the Financial Accounting Standards Board (the "FASB") issued Accounting Standards Update ("ASU") 2020-06,
Accounting for Convertible Instruments and Contracts in an Entity’s Own Equity. Under ASU 2020-06, the embedded conversion features are
no longer separated from the host contract for convertible instruments with conversion features that are not required to be accounted for as
derivatives under Topic 815, Derivatives and Hedging, or that do not result in substantial premiums accounted for as paid-in capital.
Consequently, a convertible debt instrument will be accounted for as a single liability measured at its amortized cost and convertible preferred
stock will be accounted for as a single equity instrument measured at its historical cost, as long as no other features require bifurcation and
recognition as derivatives. By removing those separation models, the interest rate of convertible debt instruments typically will be closer to
the coupon interest rate. ASU 2020-06 also provides for certain disclosures with regard to convertible instruments and associated fair values.
We early adopted the new standard using the modified retrospective method effective August 1, 2021 and have not changed any previously
disclosed amounts or provided additional disclosures for the comparative periods.

The adoption of this new guidance resulted in an increase in the carrying value of the 0% convertible senior notes due 2023 (the "2023
Notes") by approximately $48.0 million to reflect the full principal amount of the convertible notes outstanding, net of issuance costs, a
decrease in additional paid-in capital of approximately $148.6 million to remove the equity component separately recorded for the conversion
feature associated with the 2023 Notes, and a cumulative-effect adjustment of approximately $100.6 million to the accumulated deficit
beginning balance as of August 1, 2021. The remaining debt issuance costs will continue to be amortized over the term of the 2023 Notes.
The new standard had no impact on the 2026 Notes, as the embedded conversion feature on the 2026 Notes was initially accounted for as a
derivative liability.

In May 2021, the FASB issued ASU 2021-04, Issuer's Accounting for Certain Modifications or Exchanges of Freestanding Equity-
Classified Written Call Options, which provides guidance on modifications or exchanges of a freestanding equity-classified written call option
(such as warrants). An entity should treat a modification of the terms or conditions or an exchange of a freestanding equity-classified written
call option that remains equity classified after modification or exchange as an exchange of the original instrument for a new instrument, and
provides further guidance on measuring the effect of a modification or an exchange of a freestanding equity-classified written call option that
remains equity classified after modification or exchange. ASU 2021-04 also provides guidance on the recognition of the effect of a
modification or an exchange of a freestanding equity-classified written call option that remains equity classified after modification or exchange
on the basis of the substance of the transaction, in the same manner as if cash had been paid as consideration. The new standard is
effective for all entities for fiscal years beginning after December 15, 2021, with early adoption permitted, including interim periods within
those fiscal years. We early adopted the new standard effective August 1, 2021 and the adoption did not have a material impact on our
condensed consolidated financial statements.

NOTE 2. REVENUE, DEFERRED REVENUE AND DEFERRED COMMISSIONS

Disaggregation of Revenue and Revenue Recognition

We generate revenue primarily from the sale of our enterprise cloud platform, which can be delivered pre-installed on an appliance that
is configured to order or delivered separately to be utilized on a variety of certified hardware platforms. When the software license is not
portable to other appliances, it can be used over the life of the associated appliance, while subscription term-based licenses typically have a
term of one to five years. Configured-to-order appliances, including our Nutanix-branded NX hardware line, can be purchased from one of our
OEMs or in limited cases, directly from Nutanix. Our enterprise cloud platform typically includes one or more years of support and
entitlements, which provides customers with the right to software upgrades and enhancements as well as technical support. A substantial
portion of sales are made through channel partners and OEM relationships.
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The following table depicts the disaggregation of revenue by revenue type, consistent with how we evaluate our financial performance:
 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands)  

Subscription  $ 307,332   $ 370,496   $ 891,443   $ 1,083,141  
Non-portable software   16,741    9,368    58,445    38,247  
Hardware   975    1,329    3,025    5,245  
Professional services   19,460    22,465    50,731    68,623  

Total revenue  $ 344,508   $ 403,658   $ 1,003,644   $ 1,195,256  
 

Subscription revenue — Subscription revenue includes any performance obligation which has a defined term and is generated from the
sales of software entitlement and support subscriptions, subscription software licenses and cloud-based software as a service ("SaaS")
offerings.

• Ratable — We recognize revenue from software entitlement and support subscriptions and SaaS offerings ratably over the
contractual service period, the substantial majority of which relate to software entitlement and support subscriptions. These
offerings represented approximately $159.5 million and $466.5 million of our subscription revenue for the three and nine months
ended April 30, 2021, respectively, and $191.1 million and $565.5 million for the three and nine months ended April 30, 2022,
respectively.

• Upfront — Revenue from our subscription software licenses is generally recognized upfront upon transfer of control to the customer,
which happens when we make the software available to the customer. These subscription software licenses represented
approximately $147.8 million and $424.9 million of our subscription revenue for the three and nine months ended April 30, 2021,
respectively, and $179.4 million and $517.6 million for the three and nine months ended April 30, 2022, respectively.

Non-portable software revenue — Non-portable software revenue includes sales of our enterprise cloud platform when delivered on a
configured-to-order appliance by us or one of our OEM partners. The software licenses associated with these sales are typically non-portable
and can be used over the life of the appliance on which the software is delivered. Revenue from our non-portable software products is
generally recognized upon transfer of control to the customer.

Hardware revenue — In transactions where the hardware appliance is purchased directly from Nutanix, we consider ourselves to be
the principal in the transaction and we record revenue and costs of goods sold on a gross basis. We consider the amount allocated to
hardware revenue to be equivalent to the cost of the hardware procured. Hardware revenue is generally recognized upon transfer of control
to the customer.

Professional services revenue — We also sell professional services with our products. We recognize revenue related to professional
services as they are performed.

Contracts with multiple performance obligations — The majority of our contracts with customers contain multiple performance
obligations. For these contracts, we account for individual performance obligations separately if they are distinct. The transaction price is
allocated to the separate performance obligations on a relative standalone selling price ("SSP") basis. For deliverables that we routinely sell
separately, such as software entitlement and support subscriptions on our core offerings, we determine SSP by evaluating the standalone
sales over the trailing 12 months. For those that are not sold routinely, we determine SSP based on our overall pricing trends and objectives,
taking into consideration market conditions and other factors, including the value of our contracts, the products sold and geographic
locations.

Contract balances — The timing of revenue recognition may differ from the timing of invoicing to customers. Accounts receivable are
recorded at the invoiced amount, net of an allowance for credit losses. A receivable is recognized in the period we deliver goods or provide
services, or when our right to consideration is unconditional. In situations where revenue recognition occurs before invoicing, an unbilled
receivable is created, which represents a contract asset. Unbilled accounts receivable, included in accounts receivable, net on the
condensed consolidated balance sheets, was not material for any of the periods presented.
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Payment terms on invoiced amounts are typically 30-45 days. We assess credit losses on accounts receivable by taking into
consideration past collection experience, the credit quality of the customer, the age of the receivable balance, current and future economic
conditions, and forecasts that may affect the collectibility of the reported amount. The balance of accounts receivable, net of allowance for
credit losses, as of July 31, 2021 and April 30, 2022 is presented in the accompanying condensed consolidated balance sheets.

Costs to obtain and fulfill a contract — We capitalize commissions paid to sales personnel and the related payroll taxes when customer
contracts are signed. These costs are recorded as deferred commissions in the condensed consolidated balance sheets, current and non-
current. We determine whether costs should be deferred based on our sales compensation plans, if the commissions are incremental and
would not have been incurred absent the execution of the customer contract. Commissions paid upon the initial acquisition of a contract are
recognized over the estimated period of benefit, which may exceed the term of the initial contract if the commissions expected to be paid
upon renewal are not commensurate with that of the initial contract. Accordingly, deferred costs are recognized on a systematic basis that is
consistent with the pattern of revenue recognition allocated to each performance obligation over the entire period of benefit and included in
sales and marketing expense in the condensed consolidated statements of operations. We determine the estimated period of benefit by
evaluating the expected renewals of customer contracts, the duration of relationships with our customers, customer retention data, our
technology development lifecycle and other factors. Deferred costs are periodically reviewed for impairment.

Taxes assessed by a government authority that are both imposed on and concurrent with specific revenue transactions between us and
our customers are presented on a net basis in our condensed consolidated statements of operations.

Deferred revenue — Deferred revenue primarily consists of amounts that have been invoiced but not yet recognized as revenue and
primarily pertain to software entitlement and support subscriptions and professional services. The current portion of deferred revenue
represents the amounts that are expected to be recognized as revenue within one year of the condensed consolidated balance sheet date.

Significant changes in the balance of deferred revenue (contract liability) and deferred commissions (contract asset) for the periods
presented are as follows:
 

  
Deferred
Revenue   

Deferred
Commissions  

  (in thousands)  
Balance as of July 31, 2021  $ 1,312,923   $ 343,420  

Additions   398,928    60,187  
Revenue/commissions recognized   (378,517 )   (53,962 )

Balance as of October 31, 2021   1,333,334    349,645  
Additions   466,618    61,345  
Revenue/commissions recognized   (413,081 )   (54,239 )

Balance as of January 31, 2022   1,386,871    356,751  
Additions   448,767    45,580  
Revenue/commissions recognized   (403,658 )   (48,534 )

Balance as of April 30, 2022  $ 1,431,980   $ 353,797  
 

(1) Includes both billed and unbilled amounts.

During the three and nine months ended April 30, 2021, we recognized revenue of approximately $158.1 million and $453.3 million
pertaining to amounts deferred as of January 31, 2021 and July 31, 2020, respectively. During the three and nine months ended April 30,
2022, we recognized revenue of approximately $189.5 million and $475.8 million pertaining to amounts deferred as of January 31, 2022 and
July 31, 2021, respectively.

Many of our contracted but not invoiced performance obligations are subject to cancellation terms. Revenue allocated to remaining
performance obligations represents contracted revenue that has not yet been recognized ("contracted not recognized"), which includes
deferred revenue and non-cancelable amounts that will be invoiced and recognized as revenue in future periods and excludes performance
obligations that are subject to cancellation terms.
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Contracted not recognized revenue was approximately $1.5 billion as of April 30, 2022, of which we expect to recognize approximately 53%
over the next 12 months, and the remainder thereafter.

NOTE 3. FAIR VALUE MEASUREMENTS

The fair value of our financial assets measured on a recurring basis is as follows:
 

  As of July 31, 2021  
  Level I   Level II   Level III   Total  
  (in thousands)  

Financial Assets:             
Cash equivalents:             

Money market funds  $ 72,583   $ —   $ —   $ 72,583  
Commercial paper   —    29,997    —    29,997  
Corporate bonds   —    2,002    —    2,002  

Short-term investments:             
Corporate bonds   —    513,688    —    513,688  
Commercial paper   —    347,088    —    347,088  
U.S. Government securities   —    67,230    —    67,230  

Total measured at fair value  $ 72,583   $ 960,005   $ —   $ 1,032,588  
Cash            181,141  
Total cash, cash equivalents and short-term
   investments           $ 1,213,729  
 

  As of April 30, 2022  
  Level I   Level II   Level III   Total  

  (in thousands)  
Financial Assets:             
Cash equivalents:             

Money market funds  $ 45,423   $ —   $ —   $ 45,423  
U.S. Government securities   —    14,490    —    14,490  
Commercial paper   —    64,958    —    64,958  
Corporate bonds   —    5,004    —    5,004  

Short-term investments:             
Corporate bonds   —    407,865    —    407,865  
Commercial paper   —    304,329    —    304,329  
U.S. Government securities   —    201,707    —    201,707  

Total measured at fair value  $ 45,423   $ 998,353   $ —   $ 1,043,776  
Cash            256,846  
Total cash, cash equivalents and short-term
   investments           $ 1,300,622  
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Financial Instruments Not Recorded at Fair Value on a Recurring Basis

We report our financial instruments at fair value, with the exception of the 2023 Notes, the 2026 Notes and the 0.25% convertible senior
notes due 2027 (the "2027 Notes") (collectively, the "Notes"). Financial instruments that are not recorded at fair value on a recurring basis are
measured at fair value on a quarterly basis for disclosure purposes. The carrying values and estimated fair values of financial instruments not
recorded at fair value are as follows:
 
  As of July 31, 2021   As of April 30, 2022  
 

 
Carrying

Value   

Estimated
Fair

Value   
Carrying

Value   

Estimated
Fair

Value  
  (in thousands)  
2023 Notes  $ 523,671   $ 602,272   $ 145,308   $ 143,518  
2026 Notes   532,023    1,128,953    579,426    967,975  
2027 Notes   —    —    566,624    466,009  

Total  $ 1,055,694   $ 1,731,225   $ 1,291,358   $ 1,577,502  
 

(1) Prior period amounts have not been adjusted due to our adoption of ASU 2020-06 under the modified retrospective method. For additional
information on our adoption of ASU 2020-06, refer to Note 1 and Note 5.

(2) The 2027 Notes were issued in September 2021.

The carrying value of the 2023 Notes as of July 31, 2021 was net of an unamortized debt discount of $48.6 million and unamortized
debt issuance costs of $2.7 million. The carrying value of the 2023 Notes as of April 30, 2022 was net of unamortized debt issuance costs of
$0.4 million.

The carrying value of the 2026 Notes as of July 31, 2021 and April 30, 2022 included $8.9 million and $28.0 million, respectively, of
non-cash interest expense that was converted to the principal balance, net of unamortized debt discounts of $203.6 million and $178.2
million, respectively, and unamortized debt issuance costs of $23.3 million and $20.4 million, respectively.

The carrying value of the 2027 Notes as of April 30, 2022 was net of unamortized debt issuance costs of $8.4 million.

The total estimated fair value of the 2023 Notes was determined based on the closing trading price per $100 of the 2023 Notes as of
the last day of trading for the period. We consider the fair value of the 2023 Notes to be a Level 2 valuation due to the limited trading activity.

The total estimated fair value of the 2026 Notes is based on a binomial model. We consider the fair value of the 2026 Notes to be a
Level 3 valuation, as the 2026 Notes are not publicly traded. The Level 3 inputs used are the same as those used to determine the estimated
fair value of the associated derivative liability, as detailed below.

The total estimated fair value of the 2027 Notes was determined based on the closing trading price per $100 of the 2027 Notes as of
the last day of the trading period. We consider the fair value of the 2027 Notes to be a Level 2 valuation due to the limited trading activity.
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Derivative Liability

The conversion feature of the 2026 Notes represented an embedded derivative. The 2026 Notes are not considered to be conventional
debt and we determined that the embedded conversion feature was required to be bifurcated from the host debt and accounted for as a
derivative liability, as the 2026 Notes were convertible into a variable number of shares until the conversion price became fixed in September
2021, based on the level of achievement of the associated financial performance metric. As such, the initial fair value of the derivative
instrument was recorded as a liability in the condensed consolidated balance sheet with the corresponding amount recorded as a discount to
the 2026 Notes upon issuance. The derivative liability is considered a Level 3 valuation and was recorded at its estimated fair value at the
end of each reporting period and as of September 15, 2021, when the conversion price became fixed, with the change in fair value
recognized within other expense, net in the condensed consolidated statements of operations.

On September 15, 2021, the conversion price of the 2026 Notes became fixed and the bifurcated liability was no longer accounted for
as a separate derivative because the conversion features are now considered indexed to our own equity and meet the equity classification
conditions. We estimated the fair value of the derivative liability as of September 15, 2021 to be $698.2 million, which was reclassified to
equity on that date.

The following table shows the change in the estimated fair value of the derivative liability through October 31, 2021:
 

 
 

Three Months Ended 
October 31, 2021  

  (in thousands)  
Derivative liability at July 31, 2021  $ 500,175  

Change in fair value   198,038  
Derivative liability at September 15, 2021   698,213  

Reclass to equity upon conversion price becoming fixed   (698,213 )
Derivative liability at October 31, 2021  $ —  

 
We estimated the fair value of the derivative liability using a binomial model, with the following valuation inputs:

 
  As of
  July 31, 2021  September 15, 2021
Conversion ratio 

 
Conversion price of $27.75 with a 
36.036 conversion rate per $1,000  Conversion price of $27.75 with a 

36.036 conversion rate per $1,000
Risk-free rate  0.7%  0.8%
Discount rate  6.5%  6.5%
Volatility  40.0%  45.0%
Stock price  $36.02  $42.77
 

(1) The conversion ratio was calculated based on the achievement of the associated financial performance metric.
(2) The discount rate was estimated based on the implied rate for the 2023 Notes as well as a credit analysis.
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NOTE 4. BALANCE SHEET COMPONENTS

Short-Term Investments

The amortized cost of our short-term investments approximates their fair value. Unrealized losses related to our short-term investments
are generally due to interest rate fluctuations, as opposed to credit quality. However, we review individual securities that are in an unrealized
loss position in order to evaluate whether or not they have experienced or are expected to experience credit losses that would result in a
decline in fair value. As of July 31, 2021 and April 30, 2022, unrealized gains and losses from our short-term investments were not material
and were not the result of a decline in credit quality. As a result, as of July 31, 2021 and April 30, 2022, we did not record any credit losses for
these investments.

The following table summarizes the estimated fair value of our investments in marketable debt securities by their contractual maturity
dates:
 
 

 
As of

April 30, 2022  
  (in thousands)  
Due within one year  $ 752,880  
Due in one to two years   161,021  

Total  $ 913,901  
 
Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets consists of the following:
 
  As of  
 

 
July 31,

2021   
April 30,

2022  
  (in thousands)  
Prepaid operating expenses  $ 36,455   $ 50,827  
VAT receivables   8,290    7,055  
Other current assets   12,071    28,446  

Total prepaid expenses and other current assets  $ 56,816   $ 86,328  
 
Property and Equipment, Net

Property and equipment, net consists of the following:
 

    As of  

  
Estimated
Useful Life  

July 31,
2021   

April 30,
2022  

  (in months)  (in thousands)  
Computer, production, engineering and other equipment  36  $ 300,583   $ 336,552  
Demonstration units  12   68,992    62,456  
Leasehold improvements    62,676    61,036  
Furniture and fixtures  60   16,518    16,473  

Total property and equipment, gross     448,769    476,517  
Less: accumulated depreciation     (317,148 )   (359,023 )

Total property and equipment, net    $ 131,621   $ 117,494  
 

(1) Leasehold improvements are amortized over the shorter of the estimated useful lives of the improvements or the remaining lease term.
(2) Includes a $0.9 million write-off related to the impairment of certain leasehold improvements during the fiscal quarter ended October 31, 2020. For

additional information on this lease-related impairment, refer to Note 6.
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Depreciation expense related to our property and equipment was $19.2 million and $57.5 million for the three and nine months ended
April 30, 2021, respectively, and $16.8 million and $53.2 million for the three and nine months ended April 30, 2022, respectively.

Goodwill and Intangible Assets, Net

There was no change in the carrying value of goodwill during the nine months ended April 30, 2022.

Intangible assets, net consists of the following:
 

  As of  

  
July 31,

2021   
April 30,

2022  
  (in thousands)  

Developed technology  $ 79,300   $ 79,300  
Customer relationships   8,860    8,860  
Trade name   4,170    4,170  

Total intangible assets, gross   92,330    92,330  
Less:       

Accumulated amortization of developed technology   (50,764 )   (60,975 )
Accumulated amortization of customer relationships   (6,513 )   (7,684 )
Accumulated amortization of trade name   (3,041 )   (3,823 )

Total accumulated amortization   (60,318 )   (72,482 )
Total intangible assets, net  $ 32,012   $ 19,848  
 

Amortization expense related to our intangible assets is being recognized in the condensed consolidated statements of operations
within product cost of revenue for developed technology and sales and marketing expense for customer relationships and trade name.

The estimated future amortization expense of our intangible assets is as follows:
 
Fiscal Year Ending July 31:  Amount  

  (in thousands)  
2022 (remaining three months)  $ 4,019  
2023   10,856  
2024   3,210  
2025   1,763  

Total  $ 19,848  
 
Accrued Compensation and Benefits

Accrued compensation and benefits consists of the following:
 
  As of  
 

 
July 31,

2021   
April 30,

2022  
  (in thousands)  
Accrued vacation  $ 26,961   $ 24,672  
Accrued commissions   48,321    22,441  
Payroll taxes payable   21,603    20,455  
Accrued wages and taxes   1,675    18,585  
Accrued benefits   10,243    11,826  
Contributions to ESPP withheld   26,735    9,547  
Accrued bonus   14,878    5,693  
Other   11,921    9,887  

Total accrued compensation and benefits  $ 162,337   $ 123,106  
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Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities consists of the following:
 

  As of  

  
July 31,

2021   
April 30,

2022  
  (in thousands)  

Income taxes payable  $ 13,309   $ 9,685  
Accrued professional services   3,541    6,217  
Other   22,554    32,137  

Total accrued expenses and other current liabilities  $ 39,404   $ 48,039  
 

NOTE 5. CONVERTIBLE SENIOR NOTES

2023 Notes

In January 2018, we issued the 2023 Notes with a 0% interest rate for an aggregate principal amount of $575.0 million, due in 2023, in
a private placement to qualified institutional buyers pursuant to Rule144A under the Securities Act. This included $75.0 million in aggregate
principal amount of the 2023 Notes that we issued resulting from initial purchasers fully exercising their option to purchase additional notes.
There are no required principal payments prior to the maturity of the 2023 Notes. The total net proceeds from the issuance of the 2023 Notes
were as follows:
 

  Amount  
  (in thousands)  

Principal amount  $ 575,000  
Less: initial purchasers' discount   (10,781 )
Less: cost of the bond hedges   (143,175 )
Add: proceeds from the sale of warrants   87,975  
Less: other issuance costs   (707 )

Net proceeds  $ 508,312  
 

The 2023 Notes do not bear any interest and will mature on January 15, 2023, unless earlier converted or repurchased in accordance
with their terms. The 2023 Notes are unsecured and do not contain any financial covenants or any restrictions on the payment of dividends,
or the issuance or repurchase of securities by us.

Each $1,000 of principal of the 2023 Notes will initially be convertible into 20.4705 shares of our Class A common stock, which is
equivalent to an initial conversion price of approximately $48.85 per share, subject to adjustment upon the occurrence of specified events.
Holders of these 2023 Notes may convert their 2023 Notes at their option at any time prior to the close of the business day immediately
preceding October 15, 2022, only under the following circumstances:

(1) during any fiscal quarter commencing after the fiscal quarter ending on April 30, 2018 (and only during such fiscal quarter), if the
last reported sale price of our Class A common stock for at least 20 trading days (whether or not consecutive) during a period of 30
consecutive trading days ending on, and including, the last trading day of the immediately preceding fiscal quarter, is greater than
or equal to 130% of the conversion price on each applicable trading day;

(2) during the five business day period after any five consecutive trading day period (the "measurement period") in which the trading
price per $1,000 principal amount of 2023 Notes for each trading day of the measurement period was less than 98% of the product
of the last reported sale price of our Class A common stock and the conversion rate for the 2023 Notes on each such trading day;
or

(3) upon the occurrence of certain specified corporate events.
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Based on the closing price of our Class A common stock of $25.03 on April 30, 2022, the if-converted value of the 2023 Notes was
lower than the principal amount. The price of our Class A common stock was not greater than or equal to 130% of the conversion price for 20
or more trading days during the 30 consecutive trading days ending on the last trading day of the quarter ended April 30, 2022. As such, the
2023 Notes are not convertible for the fiscal quarter commencing after April 30, 2022.

On or after October 15, 2022, holders may convert all or any portion of their 2023 Notes at any time prior to the close of business on
the second scheduled trading day immediately preceding the maturity date, regardless of the foregoing conditions.

Upon conversion of the 2023 Notes, we will pay or deliver, as the case may be, cash, shares of our Class A common stock or a
combination of cash and shares of Class A common stock, at our election. We intend to settle the principal of the 2023 Notes in cash.

The conversion rate will be subject to adjustment in some events, but will not be adjusted for any accrued or unpaid interest. A holder
who converts their 2023 Notes in connection with certain corporate events that constitute a "make-whole fundamental change" per the
indenture governing the 2023 Notes are, under certain circumstances, entitled to an increase in the conversion rate. In addition, if we
undergo a fundamental change prior to the maturity date, holders may require us to repurchase for cash all or a portion of their 2023 Notes at
a repurchase price equal to 100% of the principal amount of the repurchased 2023 Notes, plus accrued and unpaid interest.

We may not redeem the 2023 Notes prior to the maturity date, and no sinking fund is provided for the 2023 Notes.

On September 22, 2021, we consummated privately negotiated exchanges with certain holders of the outstanding 2023 Notes,
pursuant to which such holders exchanged approximately $416.5 million in aggregate principal amount of 2023 Notes for $477.3 million in
aggregate principal amount of 2027 Notes. We also entered into privately negotiated transactions with certain holders of the 2023 Notes
pursuant to which we repurchased approximately $12.8 million in aggregate principal amount of 2023 Notes for cash. Following the closing of
these exchanges and repurchases, approximately $145.7 million in aggregate principal amount of 2023 Notes remains outstanding with
terms unchanged.
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The 2023 Notes consisted of the following:
 

  As of  

  
July 31,

2021   
April 30,

2022  
  (in thousands)  

Principal amounts:       
Principal  $ 575,000   $ 145,704  
Unamortized debt discount   (48,616 )   —  
Unamortized debt issuance costs   (2,713 )   (396 )

Net carrying amount  $ 523,671   $ 145,308  
Carrying amount of equity component  $ 148,598   $ —  
 

(1) Included in the condensed consolidated balance sheets within convertible senior notes, net and amortized over the remaining life of the 2023
Notes using the effective interest rate method. As of July 31, 2021, the effective interest rate was 6.62%. As of April 30, 2022, the effective interest
rate was 0.41%.

(2) Included in the consolidated balance sheet as of July 31, 2021 within additional paid-in capital, net of $3.0 million in equity issuance costs.

As of April 30, 2022, the remaining life of the 2023 Notes was approximately 8 months.

The following table sets forth the total interest expense recognized related to the 2023 Notes:
 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands)  

Interest expense related to amortization of debt discount  $ 7,985   $ —   $ 23,564   $ —  
Interest expense related to amortization of debt issuance
   costs   446    148    1,315    696  

Total interest expense  $ 8,431   $ 148   $ 24,879   $ 696  
 
Note Hedges and Warrants

Concurrently with the offering of the 2023 Notes in January 2018, we entered into convertible note hedge transactions with certain bank
counterparties, whereby we have the initial option to purchase a total of approximately 11.8 million shares of our Class A common stock at a
conversion price of approximately $48.85 per share, subject to adjustment for certain specified events. The total cost of the convertible note
hedge transactions was approximately $143.2 million. In addition, we sold warrants to certain bank counterparties, whereby the holders of the
warrants have the initial option to purchase a total of approximately 11.8 million shares of our Class A common stock at a price of $73.46 per
share, subject to adjustment for certain specified events. We received approximately $88.0 million in cash proceeds from the sale of these
warrants.

Taken together, the purchase of the convertible note hedges and the sale of warrants are intended to offset any actual dilution from the
conversion of the 2023 Notes and to effectively increase the overall conversion price from $48.85 to $73.46 per share. As these transactions
meet certain accounting criteria, the convertible note hedges and warrants are recorded within stockholders’ equity and are not accounted for
as derivatives. The net cost incurred in connection with the convertible note hedge and warrant transactions of approximately $55.2 million
was recorded as a reduction to additional paid-in capital in the condensed consolidated balance sheets as of July 31, 2021 and April 30,
2022. The fair value of the note hedges and warrants are not remeasured each reporting period. The amounts paid for the note hedges were
tax deductible expenses, while the proceeds received from the warrants were not taxable.

In September 2021, in connection with the exchange and repurchase transactions described above, we terminated portions of the
convertible note hedge transactions and warrant transactions previously entered into with certain financial institutions in connection with the
issuance of the 2023 Notes. The net effect of these unwind transactions was a $21.5 million cash payment received, consisting of an $18.4
million payment for the warrant unwind and the receipt of $39.9
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million from the hedge unwind. The amounts paid and received as part of the unwind transactions were recorded to additional paid-in capital
within the condensed consolidated balance sheet.

The note hedges are required to be excluded from the calculation of diluted earnings per share, as they would be antidilutive. In periods
when we report a net loss, basic net loss per share and diluted net loss per share are the same, as the effect of potential common shares is
antidilutive, and the potential impact of the 2023 Notes is therefore excluded.

The warrants will have a dilutive effect when the average share price exceeds the warrant strike price of $73.46 per share. As the price
of our Class A common stock continues to increase above the warrant strike price, additional dilution would occur at a declining rate so that a
$10 increase from the warrant strike price would yield a cumulative dilution of approximately 0.4 million diluted shares for EPS purposes.
However, upon conversion, the note hedges would neutralize the dilution from the 2023 Notes so that there would only be dilution from the
warrants, which would result in an actual dilution of approximately 2.1 million shares at a common stock price of $83.46.

2026 Notes

In September 2020, we issued $750.0 million in aggregate principal amount of the 2026 Notes to BCPE Nucleon (DE) SVP, LP, an
entity affiliated with Bain Capital, LP ("Bain"). The total net proceeds from this offering were approximately $723.7 million, after deducting
$26.3 million of debt issuance costs.

The 2026 Notes bear interest at a rate of 2.5% per annum, with such interest to be paid in kind ("PIK") on the 2026 Notes held by Bain
through an increase in the principal amount of the 2026 Notes, and paid in cash on any 2026 Notes transferred to entities that are not
affiliated with Bain. Interest on the 2026 Notes will accrue from the date of issuance (September 24, 2020) and be added to the principal
amount on a semi-annual basis (March 15 and September 15 of each year, beginning on March 15, 2021). The 2026 Notes mature on
September 15, 2026, subject to earlier conversion, redemption or repurchase.

The 2026 Notes will be convertible into our shares of Class A common stock based on an initial conversion rate of 36.036 shares of
common stock per $1,000 principal amount of the 2026 Notes, which is equal to an initial conversion price of $27.75 per share, subject to
customary anti-dilution and other adjustments, including in connection with any make-whole adjustments as a result of certain extraordinary
transactions. In September 2021, the one-year anniversary of the issuance of the 2026 Notes, the conversion price was subject to a one-time
adjustment, based on the level of achievement of certain financial milestones and as a result, the conversion price became fixed at $27.75
per share.

On or after September 15, 2025, the 2026 Notes will be redeemable by us in the event that the closing sale price of our Class A
common stock has been at least 150% of the conversion price then in effect for at least 20 trading days (whether or not consecutive) during
any 30 consecutive trading day period (including the last trading day of such period) ending on, and including, the trading day immediately
preceding the date on which we provide the redemption notice, for cash, at a redemption price of 100% of the principal amount of such 2026
Notes, plus any accrued and unpaid interest to, but excluding, the redemption date.

With certain exceptions, upon a change of control or a fundamental change, the holders of the 2026 Notes may require us to
repurchase all or part of the principal amount of the 2026 Notes at a repurchase price equal to 100% of the principal amount of the 2026
Notes, plus any accrued and unpaid interest to, but excluding, the repurchase date. In addition, we will, in certain circumstances, increase the
conversion rate for any 2026 Notes converted in connection with a change of control or a fundamental change.

In accordance with accounting guidance on embedded conversion features, we valued and bifurcated the conversion option associated
with the 2026 Notes from the respective host debt instrument, which is treated as a debt discount, and initially recorded the conversion option
of $230.9 million as a derivative liability in our condensed consolidated balance sheet, with the corresponding amount recorded as a discount
to the 2026 Notes to be amortized over the term of the 2026 Notes using the effective interest method.
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The 2026 Notes consisted of the following:
 

  As of  

  
July 31,

2021   
April 30,

2022  
  (in thousands)  

Principal amounts:       
Principal  $ 750,000   $ 750,000  
Non-cash interest expense converted to principal   8,906    27,997  
Unamortized debt discount (conversion feature)   (203,619 )   (178,210 )
Unamortized debt issuance costs   (23,264 )   (20,361 )

Net carrying amount  $ 532,023   $ 579,426  
 

(1) Included in the condensed consolidated balance sheets within convertible senior notes, net and amortized over the remaining life of the 2026
Notes using the effective interest rate method. The effective interest rate is 7.05%.

As of April 30, 2022, the remaining life of the 2026 Notes was approximately 4.4 years.

The following table sets forth the total interest expense recognized related to the 2026 Notes:
 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands)  

Interest expense related to amortization of debt discount  $ 8,034   $ 8,619   $ 19,115   $ 25,408  
Interest expense related to amortization of debt issuance costs   917    985    2,184    2,904  
Non-cash interest expense   4,716    4,833    11,331    14,408  

Total interest expense  $ 13,667   $ 14,437   $ 32,630   $ 42,720  

Non-cash interest expense is related to the 2.5% PIK interest that we accrued from the issuance of the 2026 Notes through April 30,
2022 and was recognized within other expense, net in the condensed consolidated statement of operations and other liabilities–non-current
in the condensed consolidated balance sheet. The accrued PIK interest will be converted to the principal balance of the 2026 Notes at each
payment date and will be convertible to shares at maturity or when converted.

Upon the conversion price of the 2026 Notes becoming fixed in September 2021, the embedded conversion option for the 2026 Notes
no longer required bifurcation because the conversion features are now considered indexed to our own equity and meet the equity
classification conditions. The carrying amount of the derivative liability of $698.2 million as of that date was reclassified to additional paid-in
capital within the condensed consolidated balance sheet. The remaining debt discount that arose from the original bifurcation continues to be
amortized over the term of the 2026 Notes.

2027 Notes

In September 2021, we issued $575 million principal amount of 0.25% convertible senior notes due 2027 consisting of (i) approximately
$477.3 million principal amount of 2027 Notes in exchange for approximately $416.5 million principal amount of the 2023 Notes (the
"Exchange Transactions") and (ii) approximately $97.7 million principal amount of 2027 Notes for cash (the "Subscription Transactions"). We
did not receive any cash proceeds from the Exchange Transactions. The net cash proceeds from the Subscription Transactions was
approximately $88.4 million after deducting the offering expenses for both the Exchange Transactions and the Subscription Transactions. We
used (i) approximately $14.7 million of the net cash proceeds from the Subscription Transactions to repurchase approximately $12.8 million
principal amount of the 2023 Notes and (ii) approximately $58.5 million of the net cash proceeds from the Subscription Transactions to
repurchase approximately 1.4 million shares of our Class A common stock.

The 2027 Notes bear interest at a rate of 0.25% per annum, and will pay interest semi-annually in arrears on each April 1 and October
1, commencing on April 1, 2022. The 2027 Notes will mature on October 1, 2027, unless earlier converted, redeemed or repurchased.
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The 2027 Notes will be convertible into cash, shares of our Class A common stock, or a combination of cash and shares of Class A
common stock, at our election. Each $1,000 of principal of the 2027 Notes will initially be convertible into 17.3192 shares of our Class A
common stock, which is equivalent to an initial conversion price of approximately $57.74 per share, subject to customary anti-dilution
adjustments. Holders of these 2027 Notes may convert their 2027 Notes at their option at any time prior to the close of the business day
immediately preceding July 1, 2027, only under the following circumstances:

(1) during any fiscal quarter after January 31, 2022, and only during such fiscal quarter, if the closing price of our common stock for
at least 20 trading days in a period of 30 consecutive trading days ending on, and including, the last trading day of the preceding
fiscal quarter is greater than or equal to 130% of the then applicable conversion price for the Notes per share of common stock;

(2) during the five business day period after any five consecutive trading day period in which, for each trading day of that period, the
trading price per $1,000 principal amount of 2027 Notes for such trading day was less than 98% of the product of the closing
price of our common stock and the then applicable conversion rate on each such trading day; or

(3) upon the occurrence of certain specified corporate events.

Upon conversion of the 2027 Notes, we will pay or deliver, as the case may be, cash, shares of our Class A common stock or a
combination of cash and shares of Class A common stock, at our election. We intend to settle the principal of the 2027 Notes in cash.

The conversion rate will be subject to adjustment in some events, but will not be adjusted for any accrued or unpaid interest. A holder
who converts their 2027 Notes in connection with certain corporate events that constitute a "make-whole fundamental change" per the
indenture governing the 2027 Notes are, under certain circumstances, entitled to an increase in the conversion rate. In addition, if we
undergo a fundamental change prior to the maturity date, holders may require us to repurchase for cash all or a portion of their 2027 Notes at
a repurchase price equal to 100% of the principal amount of the repurchased 2027 Notes, plus accrued and unpaid interest.

In accounting for the exchange of convertible notes, we evaluated whether the transaction should be treated as a modification or
extinguishment transaction. The partial exchange of the 2023 Notes and issuance of the 2027 Notes were deemed to have substantially
different terms due to the significant difference between the value of the conversion option immediately prior to and after the exchange, and
consequently, the 2023 Notes partial exchange was accounted for as a debt extinguishment. The $64.9 million difference between the total
reacquisition price paid and the net carrying amount of the 2023 Notes is recognized as a debt extinguishment loss within other expense, net
in the condensed consolidated statement of operations.

The 2027 Notes consisted of the following:
 

  As of April 30, 2022  
  (in thousands)  

Principal amounts:    
Principal  $ 575,000  
Unamortized debt issuance costs   (8,376 )

Net carrying amount  $ 566,624  
 

(1) Included in the condensed consolidated balance sheets within convertible senior notes, net and amortized over the remaining life of the 2027
Notes using the effective interest rate method. The effective interest rate is 0.52%.

As of April 30, 2022, the remaining life of the 2027 Notes was approximately 5.4 years.
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The following table sets forth the total interest expense recognized related to the 2027 Notes:
 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2022   2022  
  (in thousands)  

Contractual interest expense  $ 359   $ 870  
Interest expense related to amortization of debt issuance costs   381    921  

Total interest expense  $ 740   $ 1,791  
 

NOTE 6. LEASES

We have operating leases for offices, research and development facilities and datacenters and finance leases for certain datacenter
equipment. Our leases have remaining lease terms of one year to approximately seven years, some of which include options to renew or
terminate. We do not include renewal options in the lease terms for calculating our lease liability, as we are not reasonably certain that we will
exercise these renewal options at the time of the lease commencement. Our lease agreements do not contain any residual value guarantees
or restrictive covenants.

Total operating lease cost was $10.8 million and $31.7 million for the three and nine months ended April 30, 2021, respectively, and
$10.7 million and $32.4 million for the three and nine months ended April 30, 2022, respectively, excluding short-term lease costs, variable
lease costs and sublease income, each of which were not material. Variable lease costs primarily include common area maintenance
charges. Total finance lease cost was $0.3 million and $0.4 million for the three and nine months ended April 30, 2021, respectively, and $0.7
million and $1.7 million for the three and nine months ended April 30, 2022, respectively.

During the first quarter of fiscal 2021, we recorded impairment charges related to certain of our international office spaces, as well as
an impairment charge related to an office space in the United States. We recorded a $2.8 million impairment in our condensed consolidated
statement of operations for the three and nine months ended April 30, 2021. Of the $2.8 million impairment, approximately $1.9 million
relates to the impairment of our operating lease right-of-use assets and approximately $0.9 million relates to the impairment of leasehold
improvements. Additional charges related to asset impairments may be recorded in the future.

Supplemental balance sheet information related to leases is as follows:
 

  As of  

  
July 31,

2021   
April 30,

2022  
  (in thousands)  

Operating leases:       
Operating lease right-of-use assets, gross  $ 170,277   $ 169,426  

Accumulated amortization   (64,374 )   (85,999 )
Operating lease right-of-use assets, net  $ 105,903   $ 83,427  
Operating lease liabilities—current  $ 42,670   $ 44,171  
Operating lease liabilities—non-current   86,599    54,373  

Total operating lease liabilities  $ 129,269   $ 98,544  
Weighted average remaining lease term (in years):   3.1    2.5  
Weighted average discount rate:   5.5 %  5.6 %
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  As of  

  
July 31,

2021   
April 30,

2022  
  (in thousands)  

Finance leases:       
Finance lease right-of-use assets, gross  $ 8,972   $ 13,501  

Accumulated amortization   (687 )   (2,378 )
Finance lease right-of-use assets, net  $ 8,285   $ 11,123  
Finance lease liabilities—current  $ 1,772   $ 2,680  
Finance lease liabilities—non-current   6,527    8,479  

Total finance lease liabilities  $ 8,299   $ 11,159  
Weighted average remaining lease term (in years):   4.7    4.2  
Weighted average discount rate:   6.7 %  5.9 %
 

(1) Included in the condensed consolidated balance sheets within property and equipment, net.
(2) Included in the condensed consolidated balance sheets within accrued expenses and other current liabilities.
(3) Included in the condensed consolidated balance sheets within other liabilities—non-current.

Supplemental cash flow and other information related to leases is as follows:
 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands)  

Cash paid for amounts included in the measurement of
   lease liabilities:             

Operating cash flows from operating leases  $ 11,860   $ 11,353   $ 34,234   $ 36,910  
Financing cash flows from finance leases  $ —   $ 303   $ —   $ 626  

Lease liabilities arising from obtaining right-of-use assets:             
Operating leases  $ —   $ 1,067   $ 13,538   $ 5,017  
Finance leases  $ 253   $ 656   $ 342   $ 4,529  

 
The undiscounted cash flows for our operating lease liabilities as of April 30, 2022 were as follows:

 

Fiscal Year Ending July 31:  
Operating 

Leases   
Finance 
Leases   Total  

  (in thousands)  
2022 (remaining three months)  $ 12,187   $ 687   $ 12,874  
2023   48,177    2,750    50,927  
2024   33,703    2,750    36,453  
2025   7,359    2,750    10,109  
2026   2,510    2,048    4,558  
Thereafter   2,550    337    2,887  
Total lease payments   106,486    11,322    117,808  

Less: imputed interest   (7,942 )   (163 )   (8,105 )
Total lease obligation   98,544    11,159    109,703  

Less: current lease obligations   (44,171 )   (2,680 )   (46,851 )
Long-term lease obligations  $ 54,373   $ 8,479   $ 62,852  
 

As of April 30, 2022, we had additional operating lease commitments of approximately $0.8 million on an undiscounted basis for certain
office leases that have not yet commenced. These operating leases will commence during the remainder of fiscal 2022, with lease terms of
approximately two years.
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NOTE 7. COMMITMENTS AND CONTINGENCIES

Purchase Commitments

In the normal course of business, we make commitments with our OEMs to ensure them a minimum level of financial consideration for
their investment in our joint solutions. These commitments are based on performance targets or on-hand inventory and non-cancelable
purchase orders for non-standard components. We record a charge related to these items when we determine that it is probable a loss will
be incurred and we are able to estimate the amount of the loss. Our historical charges have not been material. As of April 30, 2022, we had
up to approximately $99.1 million of non-cancelable purchase obligations and other commitments pertaining to our daily business operations,
and up to approximately $89.6 million in the form of guarantees to certain of our OEMs.

Legal Proceedings

Securities Class Actions. Beginning on March 29, 2019, several purported securities class actions were filed in the United States
District Court for the Northern District of California against us and two of our officers. The initial complaints generally alleged that the
defendants made false and misleading statements in violation of Sections 10(b) and 20(a) of the Exchange Act and SEC Rule 10b-5. In July
2019, the court consolidated the actions into a single action, and appointed a lead plaintiff, who then filed a consolidated amended complaint
(the "Original Complaint"). The action was brought on behalf of those who purchased or otherwise acquired our stock between November 30,
2017 and May 30, 2019, inclusive. The defendants subsequently filed a motion to dismiss the Original Complaint, which the court granted on
March 9, 2020, while providing the lead plaintiff leave to amend. On April 17, 2020, the lead plaintiff filed a second amended complaint (the
"Current Complaint"), again naming us and two of our officers as defendants. The Current Complaint alleges the same class period, includes
many of the same factual allegations as the Original Complaint, and again alleges that the defendants violated Sections 10(b) and 20(a) of
the Exchange Act, as well as SEC Rule 10b-5. The Current Complaint seeks monetary damages in an unspecified amount. On September
11, 2020, the court denied the defendants' motion to dismiss the Current Complaint and held that the lead plaintiff adequately stated a claim
with respect to certain statements regarding our new customer growth and sales productivity. On January 27, 2021, lead plaintiff, Shimon
Hedvat, filed a motion to (i) withdraw as lead plaintiff and (ii) substitute proposed new lead plaintiffs and approve their appointment of a new
co-lead counsel. On March 1, 2021, the court granted the lead plaintiff’s motion to withdraw as lead plaintiff but denied without prejudice his
motion to substitute proposed new lead plaintiffs. The court also reopened the lead plaintiff selection process, allowing any putative class
member interested in serving as the new lead plaintiff to file a lead plaintiff application. Following the lead plaintiff selection hearing on April
28, 2021, on June 10, 2021 the court appointed California Ironworkers Field Pension Trust as lead plaintiff and approved its appointment of
counsel. On May 28, 2021, one of the movants for lead plaintiff, John P. Norton on behalf of the Norton Family Living Trust UAD 11/15/2002,
filed a separate class action complaint in the Northern District of California on behalf of a class of persons or entities who transacted in
publicly traded call options and/or put options on Nutanix stock during the period from November 30, 2017 and May 30, 2019, containing
allegations substantively the same as those alleged in the Current Complaint (the "Options Class Action") and naming the same defendants.
On September 8, 2021, the court appointed the John P. Norton on behalf of the Norton Family Living Trust UAD 11/15/2002 as the lead
plaintiff in the Options Class Action. On April 26, 2022, the parties met for mediation, which did not result in a settlement. We plan to continue
to vigorously defend against the claims in the Current Complaint and the Options Class Action. We recorded an accrual for estimated loss
contingencies associated with this matter in an amount equal to a settlement offer we made at the mediation. The accrual does not reflect our
views of the merits of claims in the Current Complaint and the Options Class Action. In addition, we recorded a corresponding receivable for
the estimated recovery in respect of our settlement offer and certain legal fees and professional expenses payable under our applicable
insurance policies. The accrual and estimated recovery may change in the future due to new developments, and the actual liability and
recovery may vary significantly from current estimates.

We are not currently a party to any other legal proceedings that we believe to be material to our business or financial condition. From
time to time, we may become party to various litigation matters and subject to claims that arise in the ordinary course of business.
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NOTE 8. STOCKHOLDERS’ EQUITY

Effective January 3, 2022, all of our then outstanding shares of Class B common stock, par value $0.000025 per share, were
automatically converted into the same number of shares of the Company’s Class A common stock, par value $0.000025 per share, pursuant
to the terms of our Amended and Restated Certificate of Incorporation. No additional shares of Class B common stock will be issued
following such conversion. As a result, as of April 30, 2022, we had one class of outstanding common stock consisting of Class A common
stock.

As of April 30, 2022, we had 1.0 billion shares of Class A common stock authorized, with a par value of $0.000025 per share, and 42.0
million shares of Class B common stock authorized, with a par value of $0.000025 per share. As of April 30, 2022, we had 224.3 million
shares of Class A common stock issued and outstanding and no shares of Class B common stock issued and outstanding.

Holders of Class A common stock are entitled to one vote for each share of Class A common stock held on all matters submitted to a
vote of stockholders.

In August 2020, our Board of Directors authorized the repurchase of up to $125.0 million of our Class A common stock. Repurchases
were made through open market purchases or privately negotiated transactions subject to market conditions, applicable legal requirements
and other relevant factors. The repurchase program did not obligate us to acquire any particular amount of our common stock, and could
have been suspended at any time at our discretion.

During the nine months ended April 30, 2021, we repurchased 5.2 million shares of Class A common stock in open market transactions
at an average price of $24.15 per share, for an aggregate purchase price of $125.0 million. As of April 30, 2022, there was no remaining
authorization and the program had expired.

In September 2021, we used approximately $58.5 million of the net cash proceeds from the issuance of $97.7 million in aggregate
principal amount of 2027 Notes to repurchase 1.4 million shares of Class A common stock in open market transactions at an average price of
$42.77 per share. For additional details on these transactions, refer to Note 5.

NOTE 9. EQUITY INCENTIVE PLANS

Stock Plans

We have three equity incentive plans, the 2010 Stock Plan ("2010 Plan"), 2011 Stock Plan ("2011 Plan") and 2016 Equity Incentive
Plan ("2016 Plan"). Our stockholders approved the 2016 Plan in March 2016 and it became effective in connection with our initial public
offering ("IPO"). As a result, at the time of the IPO, we ceased granting additional stock awards under the 2010 Plan and 2011 Plan and both
plans were terminated. Any outstanding stock awards under the 2010 Plan and 2011 Plan remain outstanding, subject to the terms of the
applicable plan and award agreements, until such shares are issued under those stock awards, by exercise of stock options or settlement of
restricted stock units ("RSUs"), or until those stock awards become vested or expired by their terms.

Under the 2016 Plan, we may grant incentive stock options, non-statutory stock options, restricted stock, RSUs and stock appreciation
rights to employees, directors and consultants. We initially reserved 22.4 million shares of our Class A common stock for issuance under the
2016 Plan. The number of shares of Class A common stock available for issuance under the 2016 Plan will also include an annual increase
on the first day of each fiscal year, beginning in fiscal 2018, equal to the lesser of: 18.0 million shares, 5% of the outstanding shares of all
classes of common stock as of the last day of our immediately preceding fiscal year, or such other amount as may be determined by the
Board. Accordingly, on August 1, 2020 and 2021, the number of shares of Class A common stock available for issuance under the 2016 Plan
increased by 10.1 million and 10.7 million shares, respectively, pursuant to these provisions. As of April 30, 2022, we had reserved a total of
41.6 million shares for the issuance of equity awards under the Stock Plans, of which 16.4 million shares were still available for grant.
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Restricted Stock Units

Performance RSUs — We have granted RSUs that have both service and performance conditions to our executives and employees
("Performance RSUs"). Vesting of Performance RSUs is subject to continuous service and the satisfaction of certain performance targets.
While we recognize cumulative stock-based compensation expense for the portion of the awards for which both the service condition has
been satisfied and it is probable that the performance conditions will be met, the actual vesting and settlement of Performance RSUs are
subject to the performance conditions actually being met.

Market Stock Units

In connection with his hiring, in December 2020, the Compensation Committee of our Board of Directors approved the grant of 703,117
RSUs subject to certain market conditions ("MSUs") to our CEO. These MSUs have a weighted average grant date fair value per unit of
$35.69 and will vest up to 133% based upon the achievement of certain stock price targets over a performance period of approximately 4.0
years, subject to his continuous service on each vesting date.

In order to align with the MSUs granted to our CEO, in December 2020, the Compensation Committee of our Board of Directors
modified the vesting conditions for the 75,000 MSUs previously granted to another individual who was then serving as one of our executives.
These modified MSUs had a weighted average grant date fair value per unit of $27.54 and vested based upon the achievement of a modified
stock price target over the original performance period of approximately 3.9 years, subject to continuous service on each vesting date. The
incremental compensation cost resulting from this modification was not material. Following the individual's resignation during the second
quarter of fiscal 2022, his remaining unvested MSUs were cancelled.

In October 2021, the Compensation Committee of our Board of Directors approved the grant of approximately 0.4 million MSUs to
certain of our executives. These MSUs have a weighted average grant date fair value per unit of $46.20 and will vest up to 200% based upon
our total shareholder return over a performance period of approximately 2.8 years, subject to continuous service on each vesting date.
Additional MSUs have since been granted with similar terms, but were not material.

We used Monte Carlo simulations to calculate the fair value of these awards on the grant date, or modification date, as applicable. A
Monte Carlo simulation requires the use of various assumptions, including the stock price volatility and risk-free interest rate as of the
valuation date corresponding to the length of time remaining in the performance period and expected dividend yield. We recognize stock-
based compensation expense related to these MSUs using the graded vesting attribution method over the respective performance periods.
As of April 30, 2022, approximately 1.2 million MSUs remained outstanding.

Below is a summary of RSU activity, including MSUs, under the Stock Plans:
 

  
Number of

Shares   

Weighted 
Average

Grant Date
Fair Value
per Share  

  (in thousands)     
Outstanding at July 31, 2021   21,708   $ 30.98  

Granted   13,059   $ 33.90  
Released   (7,722 )  $ 32.42  
Forfeited   (4,279 )  $ 32.74  

Outstanding at April 30, 2022   22,766   $ 31.83  
 
Stock Options

We did not grant any stock options during the nine months ended April 30, 2022. A total of 0.9 million stock options were exercised
during the nine months ended April 30, 2022, with a weighted average exercise price per share of $4.48.
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As of April 30, 2022, 2.4 million stock options, with a weighted average exercise price of $5.47 per share, a weighted average remaining
contractual life of 1.7 years and an aggregate intrinsic value of $47.7 million, remained outstanding.

Employee Stock Purchase Plan

In December 2015, the Board adopted the 2016 Employee Stock Purchase Plan, which was subsequently amended in January 2016
and September 2016 and approved by our stockholders in March 2016 (the "Original 2016 ESPP"). The Original 2016 ESPP became
effective in connection with our IPO. On December 13, 2019, during our 2019 Annual Meeting of Stockholders, our stockholders approved
certain amendments to the Original 2016 ESPP. Under the amended and restated Original 2016 ESPP (the "2016 ESPP"), the maximum
number of shares of Class A common stock available for sale is 11.5 million shares, representing an increase of 9.2 million shares.

The 2016 ESPP allows eligible employees to purchase shares of our Class A common stock at a discount through payroll deductions of
up to 15% of eligible compensation, subject to caps of $25,000 in any calendar year and 1,000 shares on any purchase date. The 2016
ESPP provides for 12-month offering periods, generally beginning in March and September of each year, and each offering period consists of
two six-month purchase periods.

On each purchase date, participating employees will purchase Class A common stock at a price per share equal to 85% of the lesser of
the fair market value of our Class A common stock on (i) the first trading day of the applicable offering period or (ii) the last trading day of
each purchase period in the applicable offering period. If the stock price of our Class A common stock on any purchase date in an offering
period is lower than the stock price on the enrollment date of that offering period, the offering period will immediately reset after the purchase
of shares on such purchase date and automatically roll into a new offering period.

During the nine months ended April 30, 2022, 2.8 million shares of common stock were purchased under the 2016 ESPP for an
aggregate amount of $62.6 million. As of April 30, 2022, 2.4 million shares were available for future issuance under the 2016 ESPP.

We use the Black-Scholes option pricing model to determine the fair value of shares purchased under the 2016 ESPP with the
following weighted average assumptions on the date of grant:
 

  Nine Months Ended April 30,  
  2021   2022  

Expected term (in years)   0.78    0.81  
Risk-free interest rate   0.1 %  1.0 %
Volatility   56.9 %  43.4 %
Dividend yield   — %  — %
 
Stock-Based Compensation

Total stock-based compensation expense recognized in the condensed consolidated statements of operations is as follows:
 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands)  

Cost of revenue:             
Product  $ 1,291   $ 1,830   $ 4,454   $ 5,529  
Support, entitlements and other services   6,337    7,307    17,862    23,564  

Sales and marketing   30,743    25,463    93,001    80,975  
Research and development   40,802    35,467    114,747    109,709  
General and administrative   16,113    14,439    38,874    43,321  

Total stock-based compensation expense  $ 95,286   $ 84,506   $ 268,938   $ 263,098  
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As of April 30, 2022, unrecognized stock-based compensation expense related to outstanding stock awards was approximately $668.3
million and is expected to be recognized over a weighted average period of approximately 2.5 years.

NOTE 10. INCOME TAXES

The income tax provisions of $4.4 million and $13.8 million for the three and nine months ended April 30, 2021, respectively, and $3.6
million and $13.0 million for the three and nine months ended April 30, 2022, respectively, primarily consisted of foreign taxes on our
international operations and U.S. state income taxes. We continue to maintain a full valuation allowance for our U.S. Federal and state
deferred tax assets and a partial valuation allowance related to our foreign net deferred tax assets.

NOTE 11. NET LOSS PER SHARE

We adopted ASU 2020-06 on August 1, 2021 using the modified retrospective method, applicable to our convertible senior notes
outstanding as of adoption. We have not changed any previously disclosed amounts or provided additional disclosures for comparative
periods. ASU 2020-06 requires the if-converted method to be applied for all convertible instruments when calculating diluted earnings per
share. Under the if-converted method, shares related to our convertible senior notes, to the extent dilutive, are assumed to be converted into
common stock at the beginning of the period.

Basic net income (loss) per share is computed using the weighted average number of common shares outstanding during the period.
Diluted net income (loss) per share is computed by giving effect to potentially dilutive common stock equivalents outstanding during the
period, as their effect would be dilutive. Potentially dilutive common shares include participating securities and shares issuable upon the
exercise of stock options, the exercise of common stock warrants, the exercise of convertible preferred stock warrants, the vesting of RSUs
and each purchase under the 2016 ESPP, under the if-converted method.

In loss periods, basic net loss per share and diluted net loss per share are the same, as the effect of potential common shares is
antidilutive and therefore excluded.

Effective January 3, 2022, all of our then outstanding shares of Class B common stock, par value $0.000025 per share, were
automatically converted into the same number of shares of the Company’s Class A common stock, par value $0.000025 per share, pursuant
to the terms of our Amended and Restated Certificate of Incorporation. Prior to this conversion, the rights, including the liquidation and
dividend rights, of the holders of our Class A and Class B common stock were identical, except with respect to voting. As the liquidation and
dividend rights were identical, our undistributed earnings or losses were allocated on a proportionate basis among the holders of both Class
A and Class B common stock. As a result, the net income (loss) per share attributed to common stockholders was, therefore, the same for
both Class A and Class B common stock on an individual or combined basis.

The computation of basic and diluted net loss per share attributable to common stockholders is as follows:
 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands, except per share data)  

Numerator:             
Net loss  $ (123,640 )  $ (111,635 )  $ (676,078 )  $ (646,548 )

Denominator:             
Weighted average shares—basic and diluted   207,715    222,473    204,407    218,888  

Net loss per share attributable to common stockholders—
   basic and diluted  $ (0.60 )  $ (0.50 )  $ (3.31 )  $ (2.95 )
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The potential shares of common stock that were excluded from the computation of diluted net loss per share attributable to common

stockholders for the periods presented because including them would have been antidilutive are as follows:
 

  Nine Months Ended April 30,  
  2021   2022  
  (in thousands)  

Outstanding stock options and RSUs   28,305    25,204  
Employee stock purchase plan   3,048    2,654  
Common stock issuable upon the conversion of the Notes   —    39,968  
Contingently issuable shares pursuant to acquisitions   253    —  

Total   31,606    67,826  

Shares that will be issued in connection with our stock awards and shares that will be purchased under the employee stock purchase
plan are generally automatically converted into shares of our Class A common stock. Shares issued in connection with an exercise of the
common stock warrants were converted into shares of our Class B common stock and were voluntarily convertible into shares of Class A
common stock at the option of the holder. Effective as of the January 3, 2022 conversion described above, outstanding options previously
denominated in shares of Class B common stock represent the right to acquire the same number of shares of Class A common stock upon
exercise. Common stock issuable upon the conversion of convertible debt represents the antidilutive impact of the 2023 Notes, 2026 Notes
and 2027 Notes under the if-converted method.

NOTE 12. SEGMENT INFORMATION

Our chief operating decision maker is a group which is comprised of our Chief Executive Officer and Chief Financial Officer. This group
reviews financial information presented on a consolidated basis for purposes of allocating resources and evaluating financial performance.
Accordingly, we have a single reportable segment.

The following table sets forth revenue by geographic location based on bill-to location:
 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands)  

U.S.  $ 184,392   $ 227,195   $ 543,766   $ 670,782  
Europe, the Middle East and Africa   82,106    96,551    228,147    278,129  
Asia Pacific   64,687    67,991    190,472    208,518  
Other Americas   13,323    11,921    41,259    37,827  

Total revenue  $ 344,508   $ 403,658   $ 1,003,644   $ 1,195,256  

The following table sets forth long-lived assets, which primarily include property and equipment, net, by geographic location:

  As of  
 

 
July 31,

2021   
April 30,

2022  
  (in thousands)  
United States  $ 86,468   $ 77,623  
International   45,153    39,871  

Total long-lived assets  $ 131,621   $ 117,494  
 

36



Table of Contents
NUTANIX, INC.

Management's Discussion and Analysis of Financial Condition and Results of Operations
 

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition, results of operations and cash flows should be read in conjunction with
(1) the unaudited condensed consolidated financial statements and the related notes thereto included elsewhere in this Quarterly Report on
Form 10-Q and (2) the audited consolidated financial statements and notes thereto and "Management’s Discussion and Analysis of Financial
Condition and Results of Operations" included in our Annual Report on Form 10-K for the fiscal year ended July 31, 2021 filed on September
21, 2021. The last day of our fiscal year is July 31. Our fiscal quarters end on October 31, January 31, April 30 and July 31. This discussion
contains forward-looking statements based upon current expectations that involve risks and uncertainties. Our actual results may differ
materially from those anticipated in these forward-looking statements as a result of various factors, including those set forth under the
heading "Risk Factors" in Part I, Item 1A of our Annual Report on Form 10-K for the fiscal year ended July 31, 2021 and in Part II, Item 1A of
this Quarterly Report on Form 10-Q. See also "Special Note Regarding Forward-Looking Statements" above.

Overview

Nutanix, Inc. ("we," "us," "our" or "Nutanix") provides a leading enterprise cloud platform, which we call the Nutanix Cloud Platform, that
consists of software solutions and cloud services that power our customers’ enterprise infrastructure. Our solutions run across private-,
hybrid- and multicloud environments, and allow organizations to seamlessly "lift and shift" their workloads, including enterprise applications,
high-performance databases, end-user computing and virtual desktop infrastructure ("VDI") services, cloud native workloads, and analytics
applications, between different cloud environments. Our goal is to provide a single, simple, open software platform for all hybrid and
multicloud applications and data — a true hybrid cloud infrastructure.

Our enterprise cloud platform can be deployed on a variety of qualified hardware platforms or, in the case of our cloud-based software
and software as a service ("SaaS") offerings, via hosted service or delivered pre-installed on an appliance that is configured to order. Non-
portable software licenses are delivered or sold alongside configured-to-order appliances and can be used over the life of the associated
appliance. Our subscription term-based licenses are sold separately, or can be sold alongside configured-to-order appliances. Configured-to-
order appliances, including our Nutanix-branded NX hardware line, can be purchased from one of our channel partners, original equipment
manufacturers ("OEMs") or in limited cases, directly from Nutanix. Our enterprise cloud platform typically includes one or more years of
support and entitlements, which provides customers with the right to software upgrades and enhancements as well as technical support.

Product revenue is generated primarily from the licensing of our solutions. Support, entitlements and other services revenue is primarily
derived from the related support and maintenance contracts. Prior to fiscal 2019, we delivered most of our solutions on an appliance and thus
our revenue included the revenue associated with the appliance and the included non-portable software, which lasts for the life of the
associated appliance. However, starting in fiscal 2018, as a result of our business model transition toward software-only sales, more of our
customers began buying appliances directly from our OEMs while separately buying licenses for our software solutions from us or one of our
channel partners. In addition, starting in fiscal 2019, as a result of our transition towards a subscription-based business model, more of our
customers began purchasing separately sold subscription term-based licenses that could be deployed on a variety of hardware platforms. As
we continue our transition to a subscription-based business model, we expect a greater portion of our products to be delivered through
subscription term-based licenses or cloud-based SaaS subscriptions.

We had a broad and diverse base of approximately 21,980 end customers as of April 30, 2022, including approximately 970 Global
2000 enterprises. We define the number of end customers as the number of end customers for which we have received an order by the last
day of the period, excluding partners to which we have sold products for their own demonstration purposes. A single organization or
customer may represent multiple end customers for separate divisions, segments or subsidiaries, and the total number of end customers
may contract due to mergers, acquisitions, or other consolidation among existing end customers. Since shipping our first product in fiscal
2012, our end customer base has grown rapidly.
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Our solutions are primarily sold through channel partners, including distributors, resellers and OEMs, and delivered directly to our end
customers. Our solutions serve a broad range of workloads, including enterprise applications, databases, virtual desktop infrastructure,
unified communications and big data analytics, and we support both virtualized and container-based applications. We have end customers
across a broad range of industries, such as automotive, consumer goods, education, energy, financial services, healthcare, manufacturing,
media, public sector, retail, technology and telecommunications. We also sell to service providers, who utilize our enterprise cloud platform to
provide a variety of cloud-based services to their customers.

We continue to invest in the growth of our business over the long-run, including the development of our solutions and investing in sales
and marketing to capitalize on our market opportunities, while improving our operating cash flow performance by focusing on go-to-market
efficiencies. By maintaining this balance, we believe we can drive toward our high growth potential without sacrificing our overall financial
health. As discussed further in the "Impact of the COVID-19 Pandemic" and "Factors Affecting Our Performance" sections below, both in
response to the ongoing and continuously evolving COVID-19 pandemic and as part of our overall efforts to improve our operating cash flow
performance, we have proactively taken steps to manage our expenses. As a result, our overall spending on such efforts will fluctuate, and
may decline, from quarter to quarter in the near-term.

Late in the fiscal quarter ended April 30, 2022, we saw an unexpected impact from increased supply chain challenges with increased
hardware supply chain delays resulting in an increasing percentage of orders having start dates in future quarters and certain customers
delaying their purchase of our software pending availability of the hardware on which our software runs. This impact affected both our ACV
billings and revenue for the fiscal quarter ended April 30, 2022, and we expect this trend to continue in the fiscal quarter ending July 31, 2022
and potentially beyond.

Impact of the COVID-19 Pandemic

The ongoing and continuously evolving pandemic caused by the COVID-19 virus (collectively with any new variants or related strains
thereof, "COVID-19" and the ongoing pandemic caused thereby, the "COVID-19 pandemic") has significantly curtailed the movement of
people, goods and services worldwide, imposed unprecedented strains on governments, health care systems, educational institutions,
businesses and individuals around the world, including in nearly all of the regions in which we operate, and has resulted in significant volatility
and uncertainty in the global economy. In response to the pandemic, authorities, businesses, and individuals have vacillated between
implementing and lifting numerous unprecedented measures, including travel bans and restrictions, quarantines, shelter-in-place, stay-at-
home, remote work and social distancing orders, and shutdowns, depending on the severity of the pandemic. The COVID-19 pandemic has
impacted and may continue to impact our workforce and operations, as well as those of our customers, vendors, suppliers, partners, and
communities, and there is substantial uncertainty in the nature and degree of its continued effects over time.

In response to the COVID-19 pandemic, we have also taken a number of actions to protect and assist our employees, customers, and
partners, including: temporarily closing all of our offices (including our California headquarters) around the world; requiring our employees to
work remotely; implementing travel restrictions that allow only the most essential business travel; and postponing, cancelling, withdrawing
from, or converting to virtual-only experiences (where possible and appropriate) our in-person customer, industry, analyst, investor, and
employee events. As a result of such actions, as well as the general effects of the COVID-19 pandemic, our business and operations have
experienced and may continue to experience numerous negative impacts, including: curtailed demand for certain of our solutions; reduced IT
spending; delays in or abandonment of planned or future purchases; lengthened sales cycles, particularly with new customers and partners
who do not have prior experience with our solutions; supply chain disruptions; increased cybersecurity risks or other security challenges;
delays or disruptions to our product roadmap and our ability to deliver new products, features, or enhancements; and voluntary and
involuntary delays in the ability to ship, and the ability of our end customers to accept delivery of, the hardware platforms on which our
software solutions run. We also expect the reduced manufacturing capacity caused by the pandemic to result in increases in the prices of
certain components used to manufacture such hardware platforms, which may increase the price of those hardware platforms for our end
customers, or delay the availability of hardware platforms that our customers use to operate our software. Travel bans, shutdowns, social
distancing restrictions and remote work policies also make it difficult or impossible to deliver on-site services to our partners and end
customers, and to meet with our current and potential end customers in person. We have also seen positive impacts, including increased
demand for our virtual desktop, desktop-as-a-service, and end-user computing solutions as a result of our end customers enabling their
employees to work remotely.
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We have also quickly adapted to the new work environment, leveraging digital, video, and other collaborative tools to enable our teams
to stay connected with each other, and our sales, marketing and support teams to continue to engage with and remain responsive to our
partners and end customers. Additionally, we have seen a reduction in our operating expenses in recent quarters, including sales and
marketing expenses, some of which is due to a number of proactive actions that we took to manage our operating expenses in light of the
uncertainty caused by the COVID-19 pandemic, and some of which is a natural result of the continued restrictions on travel and in-person
events from the pandemic. Although the full impact of these actions is uncertain, some of these cost savings measures are temporary. While
we do expect to see some of our operating expenses increase from the suppressed levels in recent quarters as some of the proactive cost
savings measures expire and some level of travel and other related expenses return, we are focused on improving our operating cash flow
performance and we do not expect that travel or other related expenses will return to pre-pandemic levels. See the section titled "Risk
Factors" in Part I, Item 1A of our Annual Report on Form 10-K for the fiscal year ended July 31, 2021 for further discussion of the possible
impact of these actions on our business and financial performance.

The duration, scope and ultimate impact of the COVID-19 pandemic on the global economy and our business remain highly fluid and
cannot be predicted with certainty, and the full effect of the pandemic and the actions we have taken in response may not be fully reflected in
our results of operations and financial performance until future periods. Our management team is focused on guiding our company through
the emerging challenges presented by COVID-19 and remains committed to driving positive business outcomes. Although we do not
currently expect the pandemic to affect our financial reporting systems, internal control over financial reporting or disclosure controls and
procedures, the continued impact of the pandemic on our business and financial performance will be highly dependent upon numerous
factors, many of which are beyond our control. See the section titled "Risk Factors" in Part I, Item 1A of our Annual Report on Form 10-K for
the fiscal year ended July 31, 2021 for further discussion of the possible impact of the COVID-19 pandemic, as well as the actions we have
taken in response, on our business and financial performance.

Key Financial and Performance Metrics

We monitor the following key financial and performance metrics:
 

  As of and for the  

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands, except percentages)  

Total revenue  $ 344,508   $ 403,658   $ 1,003,644   $ 1,195,256  
Year-over-year percentage increase   8.2 %  17.2 %  2.4 %  19.1 %
Subscription revenue  $ 307,332   $ 370,496   $ 891,443   $ 1,083,141  
Total billings  $ 371,147   $ 447,955   $ 1,091,608   $ 1,310,521  
Subscription billings  $ 330,774   $ 412,720   $ 963,865   $ 1,199,447  
Annual contract value ("ACV") billings  $ 159,919   $ 204,724   $ 430,747   $ 577,519  
Annual recurring revenue ("ARR")  $ 762,024   $ 1,114,420   $ 762,024   $ 1,114,420  
Run-rate ACV  $ 1,447,274   $ 1,728,620   $ 1,447,274   $ 1,728,620  
Gross profit  $ 270,034   $ 323,809   $ 790,257   $ 953,992  
Non-GAAP gross profit  $ 281,356   $ 336,314   $ 823,942   $ 993,297  
Gross margin   78.4 %  80.2 %  78.7 %  79.8 %
Non-GAAP gross margin   81.7 %  83.3 %  82.1 %  83.1 %
Operating expenses  $ 450,607   $ 416,157   $ 1,309,151   $ 1,278,016  
Non-GAAP operating expenses  $ 361,486   $ 341,715   $ 1,056,256   $ 1,041,626  
Total deferred revenue  $ 1,274,036   $ 1,431,980   $ 1,274,036   $ 1,431,980  
Net cash (used in) provided by operating activities  $ (55,551 )  $ (3,167 )  $ (75,180 )  $ 29,539  
Free cash flow  $ (71,494 )  $ (20,056 )  $ (116,291 )  $ (4,740 )
Total end customers   19,430    21,980    19,430    21,980  
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Disaggregation of Revenue and Billings

The following table depicts the disaggregation of revenue and billings by type, consistent with how we evaluate our financial
performance:

 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands)  

Disaggregation of revenue:             
Subscription revenue  $ 307,332   $ 370,496   $ 891,443   $ 1,083,141  
Non-portable software revenue   16,741    9,368    58,445    38,247  
Hardware revenue   975    1,329    3,025    5,245  
Professional services revenue   19,460    22,465    50,731    68,623  

Total revenue  $ 344,508   $ 403,658   $ 1,003,644   $ 1,195,256  
Disaggregation of billings:             
Subscription billings  $ 330,774   $ 412,720   $ 963,865   $ 1,199,447  
Non-portable software billings   16,741    9,368    58,445    38,247  
Hardware billings   975    1,329    3,025    5,245  
Professional services billings   22,657    24,538    66,273    67,582  

Total billings  $ 371,147   $ 447,955   $ 1,091,608   $ 1,310,521  
 

Subscription revenue — Subscription revenue includes any performance obligation which has a defined term and is generated from the
sales of software entitlement and support subscriptions, subscription software licenses and cloud-based software as a service offerings.

• Ratable — We recognize revenue from software entitlement and support subscriptions and SaaS offerings ratably over the
contractual service period, the substantial majority of which relate to software entitlement and support subscriptions. These
offerings represented approximately $159.5 million and $466.5 million of our subscription revenue for the three and nine months
ended April 30, 2021, respectively, and $191.1 million and $565.5 million for the three and nine months ended April 30, 2022,
respectively.

• Upfront — Revenue from our subscription software licenses is generally recognized upfront upon transfer of control to the customer,
which happens when we make the software available to the customer. These subscription software licenses represented
approximately $147.8 million and $424.9 million of our subscription revenue for the three and nine months ended April 30, 2021,
respectively, and $179.4 million and $517.6 million for the three and nine months ended April 30, 2022, respectively.

Non-portable software revenue — Non-portable software revenue includes sales of our enterprise cloud platform when delivered on a
configured-to-order appliance by us or one of our OEM partners. The software licenses associated with these sales are typically non-portable
and can be used over the life of the appliance on which the software is delivered. Revenue from our non-portable software products is
generally recognized upon transfer of control to the customer.

Hardware revenue — In transactions where the hardware appliance is purchased directly from Nutanix, we consider ourselves to be
the principal in the transaction and we record revenue and costs of goods sold on a gross basis. We consider the amount allocated to
hardware revenue to be equivalent to the cost of the hardware procured. Hardware revenue is generally recognized upon transfer of control
to the customer.

Professional services revenue — We also sell professional services with our products. We recognize revenue related to professional
services as they are performed.
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Non-GAAP Financial Measures and Key Performance Measures

We regularly monitor total billings, subscription billings, ACV billings, ARR, run-rate ACV, non-GAAP gross profit, non-GAAP gross
margin, non-GAAP operating expenses, and free cash flow, which are non-GAAP financial measures and key performance measures, to help
us evaluate our growth and operational efficiencies, measure our performance, identify trends in our sales activity and establish our budgets.
We evaluate these measures because they:

• are used by management and the Board of Directors to understand and evaluate our performance and trends, as well as to provide
a useful measure for period-to-period comparisons of our core business, particularly as we progress through our transition to a
subscription-based business model;

• are widely used as a measure of financial performance to understand and evaluate companies in our industry; and

• are used by management to prepare and approve our annual budget and to develop short-term and long-term operational and
compensation plans, as well as to assess our actual performance against our goals.

Total billings is a performance measure which we believe provides useful information to our management and investors, as it
represents the dollar value under binding purchase orders received and billed during a given period. Subscription billings is a performance
measure that we believe provides useful information to our management and investors as it allows us to better track the growth of the
subscription-based portion of our business, which is a critical part of our business plan. ACV billings and run-rate ACV are performance
measures that we believe provide useful information to our management and investors as they allow us to better track the topline growth of
our business during our transition to a subscription-based business model because they take into account variability in term lengths. ARR is a
performance measure that we believe provides useful information to our management and investors as it allows us to better track the topline
growth of our subscription business because it only includes non-life-of-device contracts and takes into account variability in term lengths.
Non-GAAP gross profit, non-GAAP gross margin and non-GAAP operating expenses are performance measures which we believe provide
useful information to investors, as they provide meaningful supplemental information regarding our performance and liquidity by excluding
certain expenses and expenditures, such as stock-based compensation expense, that may not be indicative of our ongoing core business
operating results. Free cash flow is a performance measure that we believe provides useful information to management and investors about
the amount of cash used in or generated by the business after necessary capital expenditures. We use these non-GAAP financial and key
performance measures for financial and operational decision-making and as a means to evaluate period-to-period comparisons.

Total billings, subscription billings, ACV billings, ARR, run-rate ACV, non-GAAP gross profit, non-GAAP gross margin, non-GAAP
operating expenses, and free cash flow have limitations as analytical tools and they should not be considered in isolation or as substitutes for
analysis of our results as reported under generally accepted accounting principles in the United States. Total billings, subscription billings,
non-GAAP gross profit, non-GAAP gross margin, non-GAAP operating expenses and free cash flow are not substitutes for total revenue,
subscription revenue, gross profit, gross margin, operating expenses or cash provided by (used in) operating activities, respectively. There is
no GAAP measure that is comparable to either ACV billings, ARR or run-rate ACV, so we have not reconciled ACV billings, ARR or run-rate
ACV numbers included in this Quarterly Report on Form 10-Q to any GAAP measure. In addition, other companies, including companies in
our industry, may calculate non-GAAP financial measures and key performance measures differently or may use other measures to evaluate
their performance, all of which could reduce the usefulness of our non-GAAP financial measures and key performance measures as tools for
comparison. We urge you to review the reconciliation of our non-GAAP financial measures and key performance measures to the most
directly comparable GAAP financial measures included below and not to rely on any single financial measure to evaluate our business.

We calculate our non-GAAP financial and key performance measures as follows:

Total billings — We calculate total billings by adding the change in deferred revenue between the start and end of the period to total
revenue recognized in the same period.

Subscription billings — We calculate subscription billings by adding the change in subscription deferred revenue between the start
and end of the period to subscription revenue recognized in the same period.
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ACV billings — We calculate ACV billings as the sum of the ACV for all contracts billed during the period. ACV is defined as the total
annualized value of a contract, excluding amounts related to professional services and hardware. We calculate the total annualized value for
a contract by dividing the total value of the contract by the number of years in the term of such contract, using, where applicable, an assumed
term of five years for contracts that do not have a specified term.

ARR — We calculate ARR as the sum of ACV for all non-life-of-device contracts in effect as of the end of a specific period. For the
purposes of this calculation, we assume that the contract term begins on the date a contract is booked, unless the terms of such contract
prevent us from fulfilling our obligations until a later period, and irrespective of the periods in which we would recognize revenue for such
contract.

Run-rate ACV — We calculate run-rate ACV as the sum of ACV for all contracts that are in effect as of the end of the period. For the
purposes of this calculation, we assume that the contract term begins on the date a contract is booked, irrespective of the periods in which
we would recognize revenue for such contract.

Non-GAAP gross profit and non-GAAP gross margin — We calculate non-GAAP gross margin as non-GAAP gross profit divided by
total revenue. We define non-GAAP gross profit as gross profit adjusted to exclude stock-based compensation expense, amortization of
acquired intangible assets, impairment of lease-related assets, and costs associated with other non-recurring transactions. Our presentation
of non-GAAP gross profit should not be construed as implying that our future results will not be affected by any recurring expenses or any
unusual or non-recurring items that we exclude from our calculation of this non-GAAP financial measure.

Non-GAAP operating expenses — We define non-GAAP operating expenses as total operating expenses adjusted to exclude stock-
based compensation expense, impairment of lease-related assets, costs associated with business combinations, such as amortization of
acquired intangible assets, revaluation of contingent consideration and other acquisition-related costs and costs associated with other non-
recurring transactions. Our presentation of non-GAAP operating expenses should not be construed as implying that our future results will not
be affected by any recurring expenses or any unusual or non-recurring items that we exclude from our calculation of this non-GAAP financial
measure.

Free cash flow — We calculate free cash flow as net cash provided by (used in) operating activities less purchases of property and
equipment, which measures our ability to generate cash from our business operations after our capital expenditures.

42



Table of Contents
 

NUTANIX, INC.
Management's Discussion and Analysis of Financial Condition and Results of Operations (Continued)

 

The following table presents a reconciliation of total billings, non-GAAP gross profit, non-GAAP gross margin, non-GAAP operating
expenses and free cash flow to the most directly comparable GAAP financial measures, for each of the periods indicated:
 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands, except percentages)  

Total revenue  $ 344,508   $ 403,658   $ 1,003,644   $ 1,195,256  
Change in deferred revenue   26,639    44,297    87,964    115,265  

Total billings (non-GAAP)  $ 371,147   $ 447,955   $ 1,091,608   $ 1,310,521  
              
Gross profit  $ 270,034   $ 323,809   $ 790,257   $ 953,992  

Stock-based compensation   7,628    9,137    22,316    29,093  
Amortization of intangible assets   3,694    3,368    11,082    10,212  
Impairment of lease-related assets   —    —    287    —  

Non-GAAP gross profit  $ 281,356   $ 336,314   $ 823,942   $ 993,297  
              
Gross margin   78.4 %  80.2 %  78.7 %  79.8 %

Stock-based compensation   2.2 %  2.3 %  2.2 %  2.4 %
Amortization of intangible assets   1.1 %  0.8 %  1.1 %  0.9 %
Impairment of lease-related assets   — %  — %  0.1 %  — %

Non-GAAP gross margin   81.7 %  83.3 %  82.1 %  83.1 %
              
Operating expenses  $ 450,607   $ 416,157   $ 1,309,151   $ 1,278,016  

Stock-based compensation   (87,658 )   (75,369 )   (246,622 )   (234,005 )
Amortization of intangible assets   (651 )   (651 )   (1,953 )   (1,953 )
Impairment of lease-related assets   —    —    (2,535 )   —  
Other   (812 )   1,578    (1,785 )   (432 )

Non-GAAP operating expenses  $ 361,486   $ 341,715   $ 1,056,256   $ 1,041,626  
              
Net cash (used in) provided by operating activities  $ (55,551 )  $ (3,167 )  $ (75,180 )  $ 29,539  

Purchases of property and equipment   (15,943 )   (16,889 )   (41,111 )   (34,279 )
Free cash flow (non-GAAP)  $ (71,494 )  $ (20,056 )  $ (116,291 )  $ (4,740 )

The following table presents a reconciliation of subscription billings and professional services billings to the most directly comparable
GAAP financial measures, for each of the periods indicated:

 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands)  

Subscription revenue  $ 307,332   $ 370,496   $ 891,443   $ 1,083,141  
Change in subscription deferred revenue   23,442    42,224    72,422    116,306  

Subscription billings  $ 330,774   $ 412,720   $ 963,865   $ 1,199,447  
              
Professional services revenue  $ 19,460   $ 22,465   $ 50,731   $ 68,623  

Change in professional services deferred revenue   3,197    2,073    15,542    (1,041 )
Professional services billings  $ 22,657   $ 24,538   $ 66,273   $ 67,582  
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Factors Affecting Our Performance

We believe that our future success will depend on many factors, including those described below. While these areas present significant
opportunity, they also present risks that we must manage to achieve successful results. See the section titled "Risk Factors" in Part I, Item 1A
of our Annual Report on Form 10-K for the fiscal year ended July 31, 2021 and the section titled "Risk Factors" in Part II, Item 1A of this
Quarterly Report on Form 10-Q for details. If we are unable to address these challenges, our business and operating results could be
materially and adversely affected.

Investment in Profitable Growth

We continue to invest in our growth over the long-run, while improving our operating cash flow performance by focusing on go-to-
market efficiencies. By maintaining this balance, we believe we can drive toward our high growth potential without sacrificing our overall
financial health.

Investment in Sales and Marketing – Our ability to achieve billings and revenue growth depends, in large part, on our ability to
capitalize on our market opportunity, including our ability to recruit, train and retain sufficient numbers of ramped sales personnel to support
our growth. As part of our investment in our growth over the long-run, we plan to invest in sales and marketing, including investing in our
sales and marketing teams and continuing our focus on opportunities with major accounts, large deals, and commercial accounts, as well as
other sales and marketing initiatives to increase our pipeline growth. However, we have recently seen higher-than-normal attrition among our
sales representatives and our overall sales headcount being below our targets, which may negatively impact our billings and revenue growth.
While we are actively recruiting additional sales representatives, it will take time to replace, train, and ramp them to full productivity. As a
result, our overall sales and marketing expense may fluctuate, and may decline, in the near term. We estimate, based on past experience,
that our average sales team members typically become fully ramped up around the start of their fourth quarter of employment with us, and as
our newer employees ramp up, we expect their increased productivity to contribute to our revenue growth. As of April 30, 2022, we
considered approximately 72% of our global sales team members to be fully ramped, while the remaining approximately 28% of our global
sales team members are in the process of ramping up. As we continue to focus some of our newer and existing sales team members on
major accounts and large deals, and as we continue our transition toward a subscription-based business model, it may take longer,
potentially significantly, for these sales team members to become fully productive, and there may also be an impact to the overall productivity
of our sales team. Furthermore, the effects of the COVID-19 pandemic and the measures we have implemented in response, including
postponing, cancelling or making virtual-only certain in-person corporate events at which our sales team members have historically received
in-person sales enablement and related trainings, as well as some of the measures implemented as part of our overall efforts to improve our
operating cash flow performance and the continued higher-than-normal attrition rates of sales representatives, may impact the productivity of
our sales teams in the near-term. We are focused on actively managing these realignments and potential effects. As part of our overall efforts
to improve our free cash flow performance, we have also proactively taken steps to increase our go-to-market productivity and over time, we
intend to reduce our overall sales and marketing spend as a percentage of revenue. These measures include improving the efficiency of our
demand generation spend, focusing on lower cost renewals, increasing leverage of our channel partners, and optimizing headcount in
geographies based on market opportunities.

Investment in Research and Development and Engineering – We also intend, in the long term, to grow our global research and
development and engineering teams to enhance our solutions, including our newer subscription-based products, improve integration with
new and existing ecosystem partners and broaden the range of technologies and features available through our platform. However, as
discussed above in the section titled "Impact of the COVID-19 Pandemic," in response to the COVID-19 pandemic we had previously
effected a global hiring pause outside of a small number of critical roles and, while the hiring pause is no longer in effect, the overall growth in
our global research and development and engineering teams may fluctuate from quarter to quarter in the near-term.

We believe that these investments will contribute to our long-term growth, although they may adversely affect our profitability in the
near term.
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Transition to Subscription

Starting in fiscal 2019, as a result of our transition towards a subscription-based business model, more of our customers began
purchasing separately sold subscription term-based licenses that could be deployed on a variety of hardware platforms. As we continue our
transition to a subscription-based business model, we expect a greater portion of our products to be delivered through subscription term-
based licenses or cloud-based SaaS subscriptions. Shifts in the mix of whether our solutions are sold on a subscription basis have and could
continue to result in fluctuations in our billings and revenue. Subscription sales consist of subscription term-based licenses and offerings with
ongoing performance obligations, including software entitlement and support subscriptions and cloud-based SaaS offerings. Since revenue is
recognized as performance obligations are delivered, sales with ongoing performance obligations may reflect lower revenue in a given
period. In addition, other factors relating to our shift to selling more subscription term-based licenses may impact our billings, revenue and
cash flow. For example, our term-based licenses generally have an average term of less than four years and thus result in lower billings and
revenue in a given period when compared to our historical life of device license sales, which have a duration equal to the life of the
associated appliance, which we estimate to be approximately five years. In addition, starting in fiscal 2021, we began compensating our sales
force based on ACV instead of total contract value, and while we expect that the shift to an ACV-based sales compensation plan will
incentivize sales representatives to maximize ACV and minimize discounts, it could also further compress the average term of our
subscription term-based licenses. Furthermore, our customers may, including in response to the uncertainty caused by the COVID-19
pandemic, decide to purchase our software solutions on shorter subscription terms than they have historically, and/or request to only pay for
the initial year of a multi-year subscription term upfront, which could negatively impact our billings, revenue and cash flow in a given period
when compared to historical life-of-device or multiple-year term-based license sales.

Revenue for our solutions, whether or not sold as a subscription term-based license, is generally recognized upon transfer of control to
the customer. For additional information on revenue recognition, see Note 2 of Notes to Condensed Consolidated Financial Statements
included in Part I, Item 1 of this Quarterly Report on Form 10-Q.

Market Adoption of Our Products

The public cloud and, more recently, hybrid cloud paradigms, have changed IT buyer expectations about the simplicity, agility,
scalability, portability and pay-as-you-grow economics of IT resources, which represent a major architectural shift and business model
evolution. A key focus of our sales and marketing efforts is creating market awareness about the benefits of our enterprise cloud platform.
This includes our newer products outside of our core hyperconverged infrastructure offering, both as compared to traditional datacenter
architectures as well as the public cloud, particularly as we continue to pursue large enterprises and mission critical workloads and transition
toward a subscription-based business model. The broad nature of the technology shift that our enterprise cloud platform represents, the
relationships our end customers have with existing IT vendors, and our transition toward a subscription-based business model sometimes
lead to unpredictable sales cycles. We hope to compress and stabilize these sales cycles as market adoption increases, as we gain leverage
with our channel partners, as we continue to educate the market about our subscription-based business model and as our sales and
marketing efforts evolve. Our business and operating results will be significantly affected by the degree to and speed with which
organizations adopt our enterprise cloud platform.

Leveraging Partners

We plan to continue to leverage our relationships with our channel and OEM partners and expand our network of cloud and ecosystem
partners, all of which help to drive the adoption and sale of our solutions with our end customers. We sell our solutions primarily through our
partners, and our solutions primarily run on hardware appliances which are purchased from our OEM partners. We believe that increasing
channel leverage, particularly as we expand our focus on opportunities in commercial accounts, by investing in sales enablement and co-
marketing with our partners and OEMs in the long term will extend and improve our engagement with a broad set of end customers. Our
reliance on manufacturers, including our OEM partners, to produce the hardware appliances on which our software runs exposes us to
supply chain delays, which impair our ability to provide services to end customers in a timely manner. Our business and results of operations
will be significantly affected by our success in leveraging our relationships with our channel and OEM partners and expanding our network of
cloud and ecosystem partners.
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Customer Retention and Expansion

Our end customers typically deploy our technology for a specific workload initially. After a new end customer's initial order, which
includes the product and associated software entitlement and support subscription and services, we focus on expanding our footprint by
serving more workloads. We also generate recurring revenue from our software entitlement and support subscription renewals, and given our
transition to a subscription-focused business model, software and support renewals will have an increasing significance for our future
revenue streams as existing subscriptions come up for renewal. We view continued purchases and upgrades as critical drivers of our
success, as the sales cycles are typically shorter as compared to new end customer deployments, and selling efforts are typically less. As of
April 30, 2022, approximately 72% of our end customers who have been with us for 18 months or longer have made a repeat purchase,
which is defined as any purchase activity, including renewals of term-based licenses or software entitlement and support subscription
renewals, after the initial purchase. Additionally, end customers who have been with us for 18 months or longer have total lifetime orders,
including the initial order, in an amount that is more than 6.9x greater, on average, than their initial order. This number increases to
approximately 19.9x, on average, for Global 2000 end customers who have been with us for 18 months or longer as of April 30, 2022. These
multiples exclude the effect of one end customer who had a very large and irregular purchase pattern that we believe is not representative of
the purchase patterns of all of our other end customers.

Our business and operating results will depend on our ability to retain and sell additional solutions to our existing and future base of
end customers. Our ability to obtain new and retain existing customers will in turn depend in part on a number of factors. These factors
include our ability to effectively maintain existing and future customer relationships, continue to innovate by adding new functionality and
improving usability of our solutions in a manner that addresses our end customers’ needs and requirements, and optimally price our solutions
in light of marketplace conditions, competition, our costs and customer demand. Furthermore, our ongoing transition to a subscription-based
business model and ongoing product transitions may cause concerns among our customer base, including concerns regarding changes to
pricing over time, and may also result in confusion among new and existing end customers, for example, regarding our pricing models. Such
concerns and/or confusion can slow adoption and renewal rates among our current and future customer base.

Components of Our Results of Operations

Revenue

We generate revenue primarily from the sale of our enterprise cloud platform, which can be deployed on a variety of qualified hardware
platforms or, in the case of our cloud-based SaaS offerings, via hosted service or delivered pre-installed on an appliance that is configured to
order. Non-portable software licenses are delivered or sold alongside configured-to-order appliances and can be used over the life of the
associated appliance.

Our subscription term-based licenses are sold separately, or can be sold alongside configured-to-order appliances. Our subscription
term-based licenses typically have a term of one to five years. Our cloud-based SaaS subscriptions have terms extending up to five years.

Configured-to-order appliances, including our Nutanix-branded NX hardware line, can be purchased from one of our channel partners,
OEMs or in limited cases, directly from Nutanix. Our enterprise cloud platform typically includes one or more years of support and
entitlements, which provides customers with the right to software upgrades and enhancements as well as technical support. Our platform is
primarily sold through channel partners, including distributors, resellers and OEMs.
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Product revenue — Product revenue consists of software and hardware revenue. A majority of our product revenue is generated from
the sale of our enterprise cloud operating system. We also sell renewals of previously purchased software licenses and SaaS offerings.
Revenue from our software products is generally recognized upon transfer of control to the customer, which is typically upon shipment for
sales including a hardware appliance, upon making the software available to the customer when not sold with an appliance or as services are
performed with SaaS offerings. In transactions where the hardware appliance is purchased directly from Nutanix, we consider ourselves to be
the principal in the transaction and we record revenue and costs of goods sold on a gross basis. We consider the amount allocated to
hardware revenue to be equivalent to the cost of the hardware procured. Hardware revenue is generally recognized upon transfer of control
to the customer.

Support, entitlements and other services revenue — We generate our support, entitlements and other services revenue primarily
from software entitlement and support subscriptions, which include the right to software upgrades and enhancements as well as technical
support. The majority of our product sales are sold in conjunction with software entitlement and support subscriptions, with terms ranging
from one to five years. Occasionally, we also sell professional services with our products. We recognize revenue from software entitlement
and support contracts ratably over the contractual service period, which typically commences upon transfer of control of the corresponding
products to the customer. We recognize revenue related to professional services as they are performed.

Cost of Revenue

Cost of product revenue — Cost of product revenue consists of costs paid to third-party OEM partners, hardware costs, personnel
costs associated with our operations function, consisting of salaries, benefits, bonuses and stock-based compensation, cloud-based costs
associated with our SaaS offerings, and allocated costs, consisting of certain facilities, depreciation and amortization, recruiting and
information technology costs allocated based on headcount.

Cost of support, entitlements and other services revenue — Cost of support, entitlements and other services revenue includes
personnel and operating costs associated with our global customer support organization, as well as allocated costs. We expect our cost of
support, entitlements and other services revenue to increase in absolute dollars as our support, entitlements and other services revenue
increases.

Operating Expenses

Our operating expenses consist of sales and marketing, research and development and general and administrative expenses. The
largest component of our operating expenses is personnel costs. Personnel costs consist of wages, benefits, bonuses and, with respect to
sales and marketing expenses, sales commissions.

Sales and marketing — Sales and marketing expense consists primarily of personnel costs. Sales and marketing expense also
includes sales commissions, costs for promotional activities and other marketing costs, travel costs and costs associated with demonstration
units, including depreciation and allocated costs. Commissions are deferred and recognized as we recognize the associated revenue. We
expect sales and marketing expense to continue, in the long term, to increase in absolute dollars as part of our long-term plans to invest in
our growth. However, as part of our overall efforts to improve our operating cash flow performance, we have also proactively taken steps to
increase our go-to-market productivity and over time, we intend to reduce our overall sales and marketing spend as a percentage of revenue.
For example, during the fourth quarter of fiscal 2021, we decreased our global headcount by 2.5%, primarily in sales and marketing, as part
of our continued refinement of our go-to-market model. We have also recently seen higher-than-normal attrition among our sales
representatives, and while we are actively recruiting additional sales representatives, it will take time to replace, train, and ramp them to full
productivity. As a result, our sales and marketing expense will fluctuate, and may decline, in the near-term.
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Research and development — Research and development ("R&D") expense consists primarily of personnel costs, as well as other
direct and allocated costs. We have devoted our product development efforts primarily to enhancing the functionality and expanding the
capabilities of our solutions. R&D costs are expensed as incurred, unless they meet the criteria for capitalization. We expect R&D expense, in
the long term, to increase in absolute dollars as part of our long-term plans to invest in our future products and services, including our newer
subscription-based products, although R&D expense may fluctuate as a percentage of total revenue and, on an absolute basis, from quarter
to quarter.

General and administrative — General and administrative ("G&A") expense consists primarily of personnel costs, which include our
executive, finance, human resources and legal organizations. G&A expense also includes outside professional services, which consists
primarily of legal, accounting and other consulting costs, as well as insurance and other costs associated with being a public company and
allocated costs. We expect G&A expense, in the long term, to increase in absolute dollars, particularly due to additional legal, accounting,
insurance and other costs associated with our growth, although G&A expense may fluctuate as a percentage of total revenue and, on an
absolute basis, from quarter to quarter.

Other Income (Expense), Net

Other income (expense), net consists primarily of interest income and expense, which includes the amortization of the debt issuance
costs associated with our 0% convertible senior notes due 2023 (the "2023 Notes"), our 2.50% convertible senior notes due 2026 (the "2026
Notes") and our 0.25% convertible senior notes due 2027 (the “2027 Notes”), changes in the fair value of the derivative liability associated
with the 2026 Notes, non-cash interest expense on the 2026 Notes, the amortization of the debt discount on the 2026 Notes, interest
expense on the 2027 Notes, debt extinguishment costs, interest income related to our short-term investments, and foreign currency
exchange gains or losses.

Provision for Income Taxes

Provision for income taxes consists primarily of income taxes for certain foreign jurisdictions in which we conduct business and state
income taxes in the United States. We have recorded a full valuation allowance related to our federal and state net operating losses and
other net deferred tax assets and a partial valuation allowance related to our foreign net deferred tax assets due to the uncertainty of the
ultimate realization of the future benefits of those assets.
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Results of Operations

The following tables set forth our condensed consolidated results of operations in dollars and as a percentage of total revenue for the
periods presented. The period-to-period comparison of results is not necessarily indicative of results for future periods.
 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (in thousands)  

Revenue:             
Product  $ 172,308   $ 199,616   $ 502,858   $ 588,872  
Support, entitlements and other services   172,200    204,042    500,786    606,384  

Total revenue   344,508    403,658    1,003,644    1,195,256  
Cost of revenue:             

Product   12,896    13,739    39,494    43,056  
Support, entitlements and other services   61,578    66,110    173,893    198,208  

Total cost of revenue   74,474    79,849    213,387    241,264  
Gross profit   270,034    323,809    790,257    953,992  
Operating expenses:             

Sales and marketing   263,358    234,530    781,719    726,196  
Research and development   144,917    142,075    416,292    427,949  
General and administrative   42,332    39,552    111,140    123,871  

Total operating expenses   450,607    416,157    1,309,151    1,278,016  
Loss from operations   (180,573 )   (92,348 )   (518,894 )   (324,024 )
Other income (expense), net   61,352    (15,676 )   (143,381 )   (309,557 )
Loss before provision for income taxes   (119,221 )   (108,024 )   (662,275 )   (633,581 )
Provision for income taxes   4,419    3,611    13,803    12,967  
Net loss  $ (123,640 )  $ (111,635 )  $ (676,078 )  $ (646,548 )
              

 Includes stock-based compensation expense as
   follows:             

Product cost of revenue  $ 1,291   $ 1,830   $ 4,454   $ 5,529  
Support, entitlements and other services cost of revenue   6,337    7,307    17,862    23,564  
Sales and marketing   30,743    25,463    93,001    80,975  
Research and development   40,802    35,467    114,747    109,709  
General and administrative   16,113    14,439    38,874    43,321  

Total stock-based compensation expense  $ 95,286   $ 84,506   $ 268,938   $ 263,098  
              

 Includes amortization of intangible assets as follows:             
Product cost of revenue  $ 3,694   $ 3,368   $ 11,082   $ 10,212  
Sales and marketing   651    651    1,953    1,953  

Total amortization of intangible assets  $ 4,345   $ 4,019   $ 13,035   $ 12,165  
 

49

(1)(2)

(1)

(1)(2)

(1)

(1)

(1)

(2)



Table of Contents
 

NUTANIX, INC.
Management's Discussion and Analysis of Financial Condition and Results of Operations (Continued)

 

  
Three Months Ended

April 30,   
Nine Months Ended

April 30,  
  2021   2022   2021   2022  
  (as a percentage of total revenue)  

Revenue:             
Product   50.0 %  49.5 %  50.1 %  49.3 %
Support, entitlements and other services   50.0 %  50.5 %  49.9 %  50.7 %

Total revenue   100.0 %  100.0 %  100.0 %  100.0 %
Cost of revenue:             

Product   3.7 %  3.4 %  3.9 %  3.6 %
Support, entitlements and other services   17.9 %  16.4 %  17.3 %  16.6 %

Total cost of revenue   21.6 %  19.8 %  21.3 %  20.2 %
Gross profit   78.4 %  80.2 %  78.7 %  79.8 %
Operating expenses:             

Sales and marketing   76.4 %  58.1 %  77.9 %  60.8 %
Research and development   42.1 %  35.2 %  41.5 %  35.8 %
General and administrative   12.3 %  9.8 %  11.1 %  10.4 %

Total operating expenses   130.8 %  103.1 %  130.4 %  107.0 %
Loss from operations   (52.4 )%  (22.9 )%  (51.7 )%  (27.2 )%
Other income (expense), net   17.8 %  (3.9 )%  (14.3 )%  (25.9 )%
Loss before provision for income taxes   (34.6 )%  (26.8 )%  (66.0 )%  (53.1 )%
Provision for income taxes   1.3 %  0.9 %  1.4 %  1.1 %
Net loss   (35.9 )%  (27.7 )%  (67.4 )%  (54.2 )%
 
Comparison of the Three and Nine Months Ended April 30, 2021 and 2022

Revenue
 

  
Three Months Ended

April 30,   Change   
Nine Months Ended

April 30,   Change  
  2021   2022   $   %   2021   2022   $   %  
  (in thousands, except percentages)  

Product  $ 172,308   $ 199,616   $ 27,308    16 % $ 502,858   $ 588,872   $ 86,014    17 %
Support, entitlements
   and other services   172,200    204,042    31,842    18 %  500,786    606,384    105,598    21 %

Total revenue  $ 344,508   $ 403,658   $ 59,150    17 % $ 1,003,644   $ 1,195,256   $ 191,612    19 %
 

  
Three Months Ended

April 30,   Change   
Nine Months Ended

April 30,   Change  
  2021   2022   $   %   2021   2022   $   %  
  (in thousands, except percentages)  

U.S.  $ 184,392   $ 227,195   $ 42,803    23 % $ 543,766   $ 670,782   $ 127,016    23 %
Europe, the Middle
   East and Africa   82,106    96,551    14,445    18 %  228,147    278,129    49,982    22 %
Asia Pacific   64,687    67,991    3,304    5 %  190,472    208,518    18,046    9 %
Other Americas   13,323    11,921    (1,402 )   (11 )%  41,259    37,827    (3,432 )   (8 )%

Total revenue  $ 344,508   $ 403,658   $ 59,150    17 % $ 1,003,644   $ 1,195,256   $ 191,612    19 %
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The increase in product revenue for the three and nine months ended April 30, 2022 was due primarily to increases in software

revenue resulting from an increased adoption of our products, as well as growth in software renewals due to our transition to selling
subscription term-based licenses, partially offset by the impact of the shorter average contract terms resulting from this transition. For the
three and nine months ended April 30, 2021, the total average contract term was approximately 3.3 years and 3.4 years, respectively. For the
three and nine months ended April 30, 2022, the total average contract term was approximately 3.2 years and 3.1 years, respectively. Total
average contract term represents the dollar-weighted term across all subscription and life-of-device contracts billed during the period, using
an assumed term of five years for licenses without a specified term, such as life-of-device licenses.

Support, entitlements and other services revenue increased for the three and nine months ended April 30, 2022, as compared to the
prior year periods, in conjunction with the growth of our end customer base and the related software entitlement and support subscription
contracts.

Cost of Revenue and Gross Margin
 

 
 

Three Months Ended
April 30,   Change   

Nine Months Ended
April 30,   Change  

  2021   2022   $   %   2021   2022   $   %  
  (in thousands, except percentages)  

Cost of product revenue  $ 12,896   $ 13,739   $ 843    7 % $ 39,494   $ 43,056   $ 3,562    9 %
Product gross margin   92.5 %  93.1 %        92.1 %  92.7 %      

Cost of support,
   entitlements and
   other services revenue  $ 61,578   $ 66,110   $ 4,532    7 % $ 173,893   $ 198,208   $ 24,315    14 %

Support, entitlements
   and other services
   gross margin   64.2 %  67.6 %        65.3 %  67.3 %      

Total gross margin   78.4 %  80.2 %        78.7 %  79.8 %      
 
Cost of product revenue

Cost of product revenue increased for the three and nine months ended April 30, 2022, as compared to the prior year periods, due
primarily to a corresponding increase in hardware revenue. Slight fluctuations in hardware revenue and cost of product revenue are
anticipated, as we expect to continue selling small amounts of hardware for the foreseeable future.

Product gross margin increased by 0.6 percentage points for both the three and nine months ended April 30, 2022, as compared to the
prior year periods, due primarily to increasing software revenue, as we continued to focus on more software-only transactions, which have a
higher margin as compared to hardware sales.

Cost of support, entitlements and other services revenue

Cost of support, entitlements and other services revenue increased for the three and nine months ended April 30, 2022, as compared
to the prior year period, due primarily to higher personnel-related costs, resulting from growth in our global customer support organization.

Support, entitlements and other services gross margin increased by 3.4 percentage points and 2.0 percentage points for the three and
nine months ended April 30, 2022, respectively, as compared to the prior year periods, due primarily to support, entitlements and other
services revenue growing at a higher rate than personnel-related costs.
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Operating Expenses

Sales and marketing
 

  
Three Months Ended

April 30,   Change   
Nine Months Ended

April 30,   Change  
  2021   2022   $   %   2021   2022   $   %  
  (in thousands, except percentages)  

Sales and marketing  $ 263,358   $ 234,530   $ (28,828 )   (11 )% $ 781,719   $ 726,196   $ (55,523 )   (7 )%
Percent of total revenue   76.4 %  58.1 %        77.9 %  60.8 %      

Sales and marketing expense decreased for the three and nine months ended April 30, 2022, as compared to the prior year periods,
due primarily to lower marketing costs resulting from decreased spending and increased efficiencies, as well as lower headcount-related
costs, driven by the 9% decrease in sales and marketing headcount from April 30, 2021 to April 30, 2022. The overall decrease in sales and
marketing expense was partially offset by savings in the prior year period due to the company-wide furlough week during the first quarter of
fiscal 2021, as well as an increase in commissions expense as a result of the increase in revenue.

Research and development
 

  
Three Months Ended

April 30,   Change   
Nine Months Ended

April 30,   Change  
  2021   2022   $   %   2021   2022   $   %  
  (in thousands, except percentages)  

Research and development  $ 144,917   $ 142,075   $ (2,842 )   (2 )% $ 416,292   $ 427,949   $ 11,657    3 %
Percent of total revenue   42.1 %  35.2 %        41.5 %  35.8 %      

Research and development expense decreased for the three months ended April 30, 2022, as compared to the prior year period, due
primarily to lower stock-based compensation expense resulting from terminations during the period.

Research and development expense increased for the nine months ended April 30, 2022, as compared to the prior year periods, due
primarily to higher personnel-related costs resulting from growth in our R&D headcount, which grew 13% from April 30, 2021 to April 30,
2022, partially offset by lower stock-based compensation expense resulting from terminations during the period.

General and administrative
 

  
Three Months Ended

April 30,   Change   
Nine Months Ended

April 30,   Change  
  2021   2022   $   %   2021   2022   $   %  
  (in thousands, except percentages)  

General and administrative  $ 42,332   $ 39,552   $ (2,780 )   (7 )% $ 111,140   $ 123,871   $ 12,731    11 %
Percent of total revenue   12.3 %  9.8 %        11.1 %  10.4 %      

General and administrative expense decreased for the three months ended April 30, 2022, as compared to the prior year period, due
primarily to lower legal and outside services costs as well as lower stock-based compensation expense resulting from terminations during the
period, partially offset by an increase in personnel-related costs resulting from growth in our G&A headcount, which grew 14% from April 30,
2021 to April 30, 2022.

General and administrative expense increased for the nine months ended April 30, 2022, as compared to the prior year period, due
primarily to an increase in personnel-related costs resulting from growth in our G&A headcount.
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Other Expense, Net
 

  
Three Months Ended

April 30,   Change   
Nine Months Ended

April 30,   Change  
  2021   2022   $   %   2021   2022   $   %  
  (in thousands, except percentages)  

Interest income, net  $ 940   $ 1,123   $ (183 )   (19 )% $ 3,418   $ 2,199   $ 1,219    36 %
Change in fair value of
   derivative liability   85,027    —    85,027    100 %  (81,353 )   (198,038 )   116,685    143 %
Amortization of debt
   discount and issuance
   costs and interest
   expense   (22,098 )   (15,325 )   (6,773 )   (31 )%  (57,508 )   (45,209 )   (12,299 )   (21 )%
Debt extinguishment costs   —    —    —    0 %  —    (64,911 )   64,911    100 %
Other   (2,517 )   (1,474 )   (1,043 )   (41 )%  (7,938 )   (3,598 )   (4,340 )   (55 )%

Other income (expense), net  $ 61,352   $ (15,676 )  $ 77,028    126 % $ (143,381 )  $ (309,557 )  $ 166,176    116 %

Other income (expense), net increased for the three months ended April 30, 2022, as compared to the prior year period, due primarily
to the change in the fair value of the derivative liability related to the 2026 Notes, which was reclassified to equity during the first quarter of
fiscal 2022.

Other income (expense), net increased for the nine months ended April 30, 2022, as compared to the prior year period, due primarily to
the change in the fair value of the derivative liability related to the 2026 Notes and the debt extinguishment costs resulting from the exchange
of $416.5 million in aggregate principal amount of the 2023 Notes for $477.3 million in aggregate principal amount of the 2027 Notes.

Provision for Income Taxes
 

  
Three Months Ended

April 30,   Change   
Nine Months Ended

April 30,   Change  
  2021   2022   $   %   2021   2022   $   %  
  (in thousands, except percentages)  

Provision for income taxes  $ 4,419   $ 3,611   $ (808 )   (18 )% $ 13,803   $ 12,967   $ (836 )   (6 )%

The decreases in the income tax provision for the three and nine months ended April 30, 2022, as compared to the prior year periods,
were due primarily to tax benefits from the release of acquisition-related unrecognized tax positions, partially offset by an increase in foreign
taxes from higher taxable earnings in foreign jurisdictions, as we continued to grow our business globally. We continue to maintain a full
valuation allowance on our U.S. federal and state deferred tax assets and a partial valuation allowance related to our foreign net deferred tax
assets.

Liquidity and Capital Resources

As of April 30, 2022, we had $386.7 million of cash and cash equivalents, $3.1 million of restricted cash and $913.9 million of short-
term investments, which were held for general corporate purposes. Our cash, cash equivalents and short-term investments primarily consist
of bank deposits, money market accounts and highly rated debt instruments of the U.S. government and its agencies and debt instruments of
highly rated corporations.

In January 2018, we issued convertible senior notes with a 0% interest rate for an aggregate principal amount of $575.0 million. In
September 2021, we entered into privately negotiated exchange and note repurchase transactions, after which $145.7 million in aggregate
principal amount of 2023 Notes remains outstanding. There are no required principal payments prior to the maturity of the 2023 Notes. For
additional information, see Note 5 of Notes to Condensed Consolidated Financial Statements included in Part I, Item 1 of this Quarterly
Report on Form 10-Q.

In September 2020, we issued $750.0 million in aggregate principal amount of 2.50% convertible senior notes due 2026 to BCPE
Nucleon (DE) SVP, LP, an entity affiliated with Bain Capital, LP. For additional information, see Note 5 of Notes to Condensed Consolidated
Financial Statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q.
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In September 2021, we issued convertible senior notes with a 0.25% interest rate for an aggregate principal amount of $575.0 million
due 2027, of which $477.3 million was issued in exchange for approximately $416.5 million principal amount of the 2023 Notes and the
remaining $97.7 million was issued for cash. There are no required principal payments prior to the maturity of the 2027 Notes. For additional
information, see Note 5 of Notes to Condensed Consolidated Financial Statements included in Part I, Item 1 of this Quarterly Report on Form
10-Q.

Due to investments in our business as well as the potential cash flow impacts resulting from our continued transition to a subscription-
based business model, we expect our operating and free cash flow to continue to fluctuate during the next 12 months. Notwithstanding that
fact, we believe that our cash and cash equivalents and short-term investments will be sufficient to meet our anticipated cash needs for
working capital and capital expenditures for at least the next 12 months. Our future capital requirements will depend on many factors,
including our growth rate, the timing and extent of spending to support development efforts, the expansion of sales and marketing activities,
the introduction of new and enhanced product and service offerings, the continuing market acceptance of our products, the impact of COVID-
19 pandemic on our business, our end customers and partners, and the economy, and the timing of and extent to which our customers
transition to shorter-term contracts or request to only pay for the initial term of multi-year contracts as a result of our transition to a
subscription-based business model.

Cash Flows

The following table summarizes our cash flows for the periods presented:
 

  Nine Months Ended April 30,  
  2021   2022  
  (in thousands)  

Net cash (used in) provided by operating activities  $ (75,180 )  $ 29,539  
Net cash used in investing activities   (629,751 )   (31,546 )
Net cash provided by financing activities   660,881    102,916  

Net (decrease) increase in cash, cash equivalents and restricted cash  $ (44,050 )  $ 100,909  
 
Cash Flows from Operating Activities

Net cash provided by operating activities was $29.5 million for the nine months ended April 30, 2022, compared to net cash used in
operating activities of $75.2 million for the nine months ended April 30, 2021. The increase in cash provided by operating activities for the
nine months ended April 30, 2022 was due primarily to an increase in cash collections during the period.

Cash Flows from Investing Activities

Net cash used in investing activities of $629.8 million for the nine months ended April 30, 2021 included $1,145.3 million of short-term
investment purchases and $41.1 million of purchases of property and equipment, partially offset by $486.6 million of maturities of short-term
investments and $70.1 million of sales of short-term investments.

Net cash used in investing activities of $31.5 million for the nine months ended April 30, 2022 included $794.2 million of short-term
investment purchases and $34.3 million of purchases of property and equipment, partially offset by $778.9 million of maturities of short-term
investments and $18.0 million of sales of short-term investments.

Cash Flows from Financing Activities

Net cash provided by financing activities of $660.9 million for the nine months ended April 30, 2021 consisted of $723.6 million of
proceeds from the issuance of the 2026 Notes, net of issuance costs, and $62.3 million of proceeds from the sale of shares through
employee equity incentive plans, partially offset by $125.1 million of repurchases of our Class A common stock.
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Net cash provided by financing activities of $102.9 million for the nine months ended April 30, 2022 included $88.7 million of proceeds
from the issuance of the 2027 Notes, net of issuance costs, $66.6 million of proceeds from the sale of shares through employee equity
incentive plans, and $39.9 million of proceeds from the unwinding of convertible note hedges related to the 2023 Notes, partially offset by
$58.6 million of repurchases of our Class A common stock, $18.4 million of payments for the unwinding of warrants related to the 2023
Notes, and $14.7 million of debt extinguishment costs.

Contractual Obligations

The following table summarizes our contractual obligations as of April 30, 2022:
 

  Payments Due by Period  

  Total   
Less than

1 Year   
1 Year to
3 Years   

3 to
5 Years   

More than
5 Years  

  (in thousands)  
Principal amount payable on convertible
   senior notes  $ 1,498,701   $ 145,704   $ —   $ 777,997   $ 575,000  
Interest on convertible senior notes   2,601    116    —    2,485    —  
Operating leases (undiscounted basis)   107,282    49,573    52,014    5,695    —  
Other commitments   99,147    89,811    6,263    3,073    —  
Guarantees with OEMs   89,627    89,627    —    —    —  

Total  $ 1,797,358   $ 374,831   $ 58,277   $ 789,250   $ 575,000  
 

(1) Includes accrued paid-in-kind interest on the 2026 Notes and accrued interest on the 2027 Notes. For additional information regarding our
convertible senior notes, refer to Note 5 of Notes to Condensed Consolidated Financial Statements included in Part I, Item 1 of this Quarterly
Report on Form 10-Q.

(2) For additional information regarding our operating leases, refer to Note 6 of Notes to Condensed Consolidated Financial Statements included in
Part I, Item 1 of this Quarterly Report on Form 10-Q.

(3) Purchase obligations and other commitments pertaining to our daily business operations.

From time to time, in the normal course of business, we make commitments with our OEMs to ensure them a minimum level of financial
consideration for their investment in our joint solutions. These commitments are based on revenue targets or on-hand inventory and non-
cancelable purchase orders for non-standard components. We record a charge related to these items when we determine that it is probable a
loss will be incurred and we are able to estimate the amount of the loss. Our historical charges have not been material.

As of April 30, 2022, we had accrued liabilities related to uncertain tax positions, which are reflected on our condensed consolidated
balance sheet. These accrued liabilities are not reflected in the contractual obligations disclosed in the table above, as it is uncertain if or
when such amounts will ultimately be settled.

Off-Balance Sheet Arrangements

As of April 30, 2022, we did not have any relationships with unconsolidated organizations or financial partnerships, such as structured
finance or special purpose entities that would have been established for the purpose of facilitating off-balance sheet arrangements or other
contractually narrow or limited purposes.

Critical Accounting Policies and Estimates

Our condensed consolidated financial statements are prepared in accordance with U.S. GAAP. The preparation of these condensed
consolidated financial statements requires management to make estimates, assumptions and judgments that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements, and the reported amounts of
revenue and expenses during the applicable periods. We evaluate our estimates, assumptions and judgments on an ongoing basis. Our
estimates, assumptions and judgments are based on historical experience and various other factors that we believe to be reasonable under
the circumstances. Different assumptions and judgments would change the estimates used in the preparation of our condensed consolidated
financial statements, which, in turn, could change the results from those reported.
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There have been no material changes to our critical accounting policies and estimates as compared to those described in our Annual
Report on Form 10-K for the fiscal year ended July 31, 2021.

Recent Accounting Pronouncements

See Note 1 of Notes to Condensed Consolidated Financial Statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q
for a full description of recent accounting pronouncements.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

We have operations both within the United States and internationally and we are exposed to market risk in the ordinary course of
business. Market risk represents the risk of loss that may impact our financial position due to adverse changes in financial market prices and
rates. Our market risk exposure is primarily a result of fluctuations in foreign currency exchange rates and interest rates.

Foreign Currency Risk

Our condensed consolidated results of operations and cash flows are subject to fluctuations due to changes in foreign currency
exchange rates. Historically, our revenue contracts have been denominated in U.S. dollars. Our expenses are generally denominated in the
currencies in which our operations are located. To date, we have not entered into any hedging arrangements with respect to foreign currency
risk or other derivative instruments. In the event our foreign sales and expenses increase, our operating results may be more significantly
affected by foreign currency exchange rate fluctuations, which can affect our operating income or loss. The effect of a hypothetical 10%
change in foreign currency exchange rates on our non-U.S. dollar monetary assets and liabilities would not have had a material impact on
our historical condensed consolidated financial statements. Foreign currency transaction gains and losses and exchange rate fluctuations
have not been material to our condensed consolidated financial statements.

A hypothetical 10% decrease in the U.S. dollar against other currencies would result in an increase in our operating loss of
approximately $37.0 million and $43.8 million for the nine months ended April 30, 2021 and 2022, respectively. The increase in this
hypothetical change is due to an increase in our expenses denominated in foreign currencies due to our continued global expansion. This
analysis disregards the possibilities that rates can move in opposite directions and that losses from one geographic area may be offset by
gains from another geographic area.

Interest Rate Risk

Our investment objective is to conserve capital and maintain liquidity to support our operations; therefore, we generally invest in highly
liquid securities, consisting primarily of bank deposits, money market funds, commercial paper, U.S. government securities and corporate
bonds. Such fixed and floating interest-earning instruments carry a degree of interest rate risk. The fair market value of fixed income
securities may be adversely impacted by a rise in interest rates, while floating rate securities may produce less income than predicted if
interest rates fall. Due to the short-term nature of our investment portfolio, we do not believe an immediate 10% increase or decrease in
interest rates would have a material effect on the fair market value of our portfolio. Therefore, we do not expect our operating results or cash
flows to be materially affected by a sudden change in interest rates.

Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participation of our management, including our principal executive officer and principal financial
officer, we conducted an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures, as defined in
Rules 13a-15(e) and 15d-15(e) under the Exchange Act, as of the end of the period covered by this report. Based on management’s
evaluation, our principal executive officer and principal financial officer concluded, as of the end of the period covered by this report, that our
disclosure controls and procedures are effective at a reasonable assurance level.

In designing and evaluating our disclosure controls and procedures, management recognizes that any disclosure controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives.
In addition, the design of disclosure controls and procedures must reflect the fact that there are resource constraints and that management is
required to apply its judgment in evaluating the benefits of possible controls and procedures relative to their costs.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting identified in connection with the evaluation required by Rules
13a-15(d) and 15d-15(d) of the Exchange Act that occurred during the fiscal quarter ended April 30, 2022 that have materially affected, or are
reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

The information set forth under the "Legal Proceedings" subheading in Note 7 of Notes to Condensed Consolidated Financial
Statements included in Part I, Item 1 of this Quarterly Report on Form 10-Q is incorporated herein by reference.

Item 1A. Risk Factors

You should carefully consider the risks and uncertainties described under the heading "Risk Factors" in Part I, Item 1A of our Annual
Report on Form 10-K for the fiscal year ended July 31, 2021, together with all of the other information contained in this Quarterly Report on
Form 10-Q, including our condensed consolidated financial statements and related notes, before making a decision to invest in our Class A
common stock. Additional risks and uncertainties that we are unaware of, or that we currently believe are not material, may also become
important factors that affect our business. The risk factor below has been materially updated from the corresponding risk factor in our Annual
Report on Form 10-K for the fiscal year ended July 31, 2021. There have been no additional material changes from the risks and
uncertainties previously disclosed under the "Risk Factors" section in our Annual Report on Form 10-K for the fiscal year ended July 31,
2021.

Because we depend on manufacturers of hardware, including our OEM partners, to timely and cost-effectively produce and ship
the hardware on which our software runs, we are susceptible to supply chain disruptions and delays and pricing fluctuations,
which have adversely affected, and could further adversely affect, our business.

We rely on manufacturers, including our OEM partners, to produce the hardware appliances on which our software runs, including both
our Nutanix-branded NX series appliances and the various third-party appliances that are included on our hardware compatibility list, which
exposes us to direct and indirect risks beyond our control, including reduced control over quality assurance, product costs, product supply
and timing, supply chain disruptions and delays, and potential reputational harm and brand damage. We may not be able to discover,
manage, and/or remediate such risks successfully and in a timely manner. For example, key components of the hardware on which our
software runs have been affected by the ongoing chip shortage. Late in the fiscal quarter ended April 30, 2022, we saw an unexpected
impact from increased supply chain challenges with increased hardware supply chain delays resulting in an increasing percentage of orders
having start dates in future quarters and certain customers delaying their purchase of our software pending availability of the hardware on
which our software runs. Furthermore, our orders for NX series appliances represent a relatively small percentage of the overall orders
received by such hardware manufacturers from their customers. Therefore, fulfilling our orders may not be a priority in guiding their business
decisions and operational commitments. If we fail to manage our relationships with these manufacturers effectively, or if any of them continue
to experience delays, disruptions or increased manufacturing lead times, component lead-time disruptions, capacity constraints or quality
control problems in their operations or are unable to meet our or our end customers’ requirements for timely delivery, our ability to sell our
solutions to our end customers could be severely impaired due to the lack of availability of certified hardware appliances, and our customers'
ability, or willingness, to consume our software will be materially delayed, which may further adversely affect our business and operating
results, competitive position, brand and reputation, as well as our relationships with affected customers.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

None.

Purchases of Equity Securities by the Issuer

None.

Item 3. Defaults Upon Senior Securities

None.

Item 4. Mine Safety Disclosures

Not applicable.
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Item 5. Other Information

None.

Item 6. Exhibits

See the Exhibit Index below for a list of exhibits filed or furnished with this report, which Exhibit Index is incorporated herein by
reference.
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EXHIBIT INDEX
 
  Incorporated by Reference  

Number Exhibit Title Form File No. Exhibit
Filing
Date

Filed
Herewith

10.1+ First Amendment to Second Amended and Restated Outside Director 
Compensation     X

10.2+ Offer Letter between Nutanix, Inc. and Rukmini Sivaraman, dated April 10, 
2022 8-K 001-37883 10.1 4/12/2022  

10.3 Tenth Amendment, dated as of May 18, 2022, by and between Nutanix, Inc. 
and Hudson 1740 Technology, LLC     X

31.1 Certification of Principal Executive Officer pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002     X

31.2 Certification of Principal Financial Officer pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002     X

32.1* Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as 
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002     

X

32.2* Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as 
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002     

X

101.INS
XBRL Instance Document - the instance document does not appear in the 
Interactive Data File because its XRBL tags are embedded within the Inline 
XBRL document     

X

101.SCH XBRL Taxonomy Extension Schema Document     X

101.CAL XBRL Taxonomy Extension Calculation Linkbase Document     X

101. XBRL Taxonomy Extension Definition     X

101. XBRL Taxonomy Extension Label Linkbase     X

101.PRE XBRL Taxonomy Extension Presentation Linkbase Document     X

104 Cover Page Interactive Data File (formatted as Inline XBRL and contained in 
Exhibit 101)     X

 
+ Indicates a management contract or compensatory plan or arrangement.
 
* These exhibits are furnished with this Quarterly Report on Form 10-Q and are not deemed filed with the Securities and Exchange Commission and are
not incorporated by reference in any filing of Nutanix, Inc. under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as
amended, whether made before or after the date hereof and irrespective of any general incorporation language contained in such filings.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.
 
  NUTANIX, INC.
   
Date: June 2, 2022  /s/ Rukmini Sivaraman
  Rukmini Sivaraman
  Chief Financial Officer
  (Principal Financial Officer)
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Exhibit 10.1

FIRST AMENDMENT
TO

NUTANIX, INC. SECOND AMENDED AND RESTATED OUTSIDE DIRECTOR COMPENSATION POLICY

Adopted and approved March 30, 2022

 

The Nutanix, Inc. Second Amended and Restated Outside Director Compensation Policy, effective June 16, 2021 (the
“Policy”), is hereby amended as follows:

1. Section 1 of the Policy is hereby amended by adding the following bullet point immediately following the third bullet
point under “Committee Awards” with the first amount appearing under the column heading “Chair” and the second amount
appearing under the column heading “Member”:

“●          Security and Privacy $15,000 $7,500”  

2. Except as otherwise amended, the Policy is hereby confirmed in all other respects.

3. This First Amendment is effective as of March 30, 2022.
 



Exhibit 10.3
 

TENTH AMENDMENT
 

THIS TENTH AMENDMENT (this "Amendment") is made and entered into as of May 18, 2022, by and between
HUDSON 1740 TECHNOLOGY, LLC, a Delaware limited liability company ("Landlord"), and NUTANIX, INC., a
Delaware corporation ("Tenant").
 

RECITALS
 
A. Landlord (as successor in interest to CA-1740 Technology Drive Limited Partnership, a Delaware limited partnership) and

Tenant are parties to that certain Office Lease dated August 5, 2013 (the "Original Lease"), as previously amended by
that certain First Amendment dated October 9, 2013, by that certain Second Amendment dated April 17, 2014, by that
certain Third Amendment dated October 13, 2014, by that certain Fourth Amendment dated March 23, 2015, by that
certain Fifth Amendment dated July 28, 2016, by that certain Confirmation Letter dated April 11, 2017, by that certain
Sixth Amendment dated January 29, 2018, by that certain Seventh Amendment dated April 4, 2018 (the "Seventh
Amendment"), by that certain Eighth Amendment dated November 23, 2020, and by that certain Ninth Amendment
dated August 23, 2021 (as amended, the "Lease"). Pursuant to the Lease, Landlord has leased to Tenant space currently
containing a total of approximately 196,011 rentable square feet of office space and approximately 236 rentable square
feet storage space in the building commonly known as 1740 Technology Drive located at 1740 Technology Drive, San
Jose, California 95110 (the "Building").

 
B. Tenant and Landlord mutually desire that the Lease be amended on and subject to the following terms and conditions.
 

NOW, THEREFORE, in consideration of the above recitals which by this reference are incorporated herein, the mutual
covenants and conditions contained herein and other valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, Landlord and Tenant agree as follows:
 
1. Suite 460 Must Take Space.
 

1.1 Suite 460 Target Delivery Date. Effective as of the date hereof, the Suite 460 Target Delivery Date, as defined
in Section 8.2 of the Seventh Amendment, shall be September 1, 2022. However, if the Suite 460 Expansion
Effective Date has not occurred by September 1, 2022 (i.e., if Landlord has not delivered Suite 460 to Tenant
free from occupancy by any party (including, without limitation, free of any such parties' personal property)), as
such September 1, 2022 date may be extended by the number of days of Force Majeure Delays (as defined
below), then, as Tenant's sole remedy, Tenant shall be entitled to a rent abatement following September 1, 2022
(as such date may be extended pursuant to this Section 1.1) of $789.15 for every day in the period beginning on
September 1, 2022 (as such date may be extended pursuant to this Section 1.1) and ending on the date
immediately preceding the Suite 460 Expansion Effective Date. For purposes of this Section 1.1, "Force
Majeure Delays" shall mean and refer to a period of delay or delays
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encountered by Landlord affecting Landlord's delivery of Suite 460 to Tenant due to fire; earthquake or other
acts of God; pandemic; acts of the public enemy; riot; public unrest; insurrection; evacuation; strikes or
boycotts; or any other cause beyond the reasonable control of Landlord.

1.2 Tenant's Share; Base Rent. Notwithstanding anything contained in the Section 8.5 of the Seventh Amendment
to the contrary, with respect to the Suite 460 Must Take Space during the Suite 460 Expansion Term, Tenant's
Share shall be 2.9709% (based upon 6,413 rentable square feet in Suite 460 and 215,857 rentable square feet in
the Building). Tenant hereby acknowledges that notwithstanding anything contained in the Lease to the contrary,
from and after the Suite 460 Expansion Effective Date, Tenant will lease all 215,857 rentable square feet in the
Building. Accordingly, Tenant hereby acknowledges that from and after the Suite 460 Expansion Effective Date,
Tenant’s Share of Expenses and Taxes will be 100% and the schedule of Base Rent for the entire Premises shall
be as follows:

Period

Annual Rate Per Square Foot 
(rounded to the nearest 100  of 

a dollar) Monthly Base Rent

Suite 460 Expansion Effective 
Date – 3/31/2023

$44.30 $796,872.09

4/1/2023 – 3/31/2024 $45.63 $820,896.24

4/1/2024 – 5/31/2024 $47.00 $845,439.92

1.3 Parking. Tenant may designate up to six (6) of the additional nineteen (19) unreserved parking passes to which
Tenant is entitled under Section 8.8 of the Seventh Amendment, as reserved parking spaces (the "Reserved
Spaces"). The location of the Reserved Spaces shall be determined by Tenant and shall be marked at Tenant's
cost, subject to Landlord's review and approval of the proposed markers (i.e., paint or signage). Tenant shall
lease the Reserved Spaces, if any, in accordance with the terms and conditions of the Lease, including payment
of the applicable parking charge, if any, for such Reserved Spaces. Notwithstanding anything contained in the
Lease to the contrary, the Reserved Spaces shall be leased by Tenant effective from and after the date of full
execution and delivery of this Amendment.

1.4 Improvements to the Suite 460 Must Take Space. Once the Suite 460 Expansion Effective Date has been
determined, the Allowance for the Suite 460 Must Take Space shall be determined in accordance with the
provisions of Section 8.7 of the Seventh Amendment.

 
2. Allowance/Sunset Date. Landlord has provided Tenant with certain Allowances for construction of Tenant Improvements in

various portions of the Premises. As of the date hereof, the following are the remaining Allowance funds: $2,594,304.78
(per Section
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2.3(B) of the Seventh Amendment) for construction of Tenant Improvements in Suite Nos. 150, 200, 270, 280, 290, 310,
320, 400, 500, 510, 530 and 600. The reference to "August 31, 2022" contained in Section 2.3(B)(ii) of the Seventh
Amendment (as amended in Section 1(a) of the Eighth Amendment) is hereby deleted and replaced with a reference to
"June 30, 2023." Notwithstanding anything to the contrary contained in the Lease, Landlord hereby acknowledges that
Tenant may utilize the remaining Allowance funds to construct Tenant Improvements in various areas of the Premises, as
determined by Tenant (without regard to which portion of the Premises the Allowance was originally allocated to).

 
3. Miscellaneous.
 

3.1. This Amendment sets forth the entire agreement between the parties with respect to the matters set forth herein.
There have been no additional oral or written representations or agreements. Tenant shall not be entitled, in
connection with entering into this Amendment, to any free rent, allowance, alteration, improvement or similar
economic incentive to which Tenant may have been entitled in connection with entering into the Lease, except
as may be otherwise expressly provided in this Amendment.

 
3.2. Except as herein modified or amended, the provisions, conditions and terms of the Lease shall remain unchanged

and in full force and effect.
 
3.3. In the case of any inconsistency between the provisions of the Lease and this Amendment, the provisions of this

Amendment shall govern and control.
 
3.4. Submission of this Amendment by Landlord is not an offer to enter into this Amendment but rather is a solicitation

for such an offer by Tenant. Landlord shall not be bound by this Amendment until Landlord has executed and
delivered it to Tenant.

 
3.5. Each party hereto, and their respective successors and assigns shall be authorized to rely upon the signatures of all

of the parties hereto which are delivered by facsimile, PDF or DocuSign (or the like) as constituting a duly
authorized, irrevocable, actual, current delivery hereof with original ink signatures of each person and entity.
This Amendment may be executed in counterparts, each of which shall be deemed an original part and all of
which together shall constitute a single agreement.

 
3.6. Capitalized terms used but not defined in this Amendment shall have the meanings given in the Lease.
 
3.7. Tenant shall indemnify and hold Landlord, its trustees, members, principals, beneficiaries, partners, officers,

directors, employees, mortgagee(s) and agents, and the respective principals and members of any such agents
harmless from all claims of any brokers claiming to have represented Tenant in connection with this
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Amendment. Landlord shall indemnify and hold Tenant, its trustees, members, principals, beneficiaries,
partners, officers, directors, employees, and agents, and the respective principals and members of any such
agents harmless from all claims of any brokers claiming to have represented Landlord in connection with this
Amendment. Tenant acknowledges that any assistance rendered by any agent or employee of any affiliate of
Landlord in connection with this Amendment has been made as an accommodation to Tenant solely in
furtherance of consummating the transaction on behalf of Landlord, and not as agent for Tenant.

[SIGNATURES ARE ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, Landlord and Tenant have duly executed this Amendment as of the day and year first above
written.
 
 LANDLORD:
  
 Hudson 1740 Technology, LLC,

a Delaware limited liability company
 
By:       Hudson Pacific Properties, L.P.,

a Maryland limited partnership,
its sole member

 
By:       Hudson Pacific Properties, Inc.,

a Maryland corporation,
its general partner

 
By: /s/ Mark Lammas
Name: 
Title:                                                           
  

  
  
  
 TENANT:
  

NUTANIX, INC., a Delaware corporation
 
By: /s/ Aaron Boynton
Name: Aaron Boynton
Title: Chief Accounting Officer
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Exhibit 31.1
 

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

 

I, Rajiv Ramaswami, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Nutanix, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the
equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information;
and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's
internal control over financial reporting.

 
 
Date: June 2, 2022  /s/ Rajiv Ramaswami
  Rajiv Ramaswami
  President and Chief Executive Officer
  (Principal Executive Officer)
 

 



Exhibit 31.2
 

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

 

I, Rukmini Sivaraman, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of Nutanix, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading
with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this
report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

(d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the
registrant's most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the
equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which
are reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information;
and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's
internal control over financial reporting.

 
 
Date: June 2, 2022  /s/ Rukmini Sivaraman
  Rukmini Sivaraman
  Chief Financial Officer
  (Principal Financial Officer)
 

 



 
Exhibit 32.1

CERTIFICATION
PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Rajiv Ramaswami, certify pursuant to Rule 13a-14(b) of the Securities Exchange Act of 1934, as amended, (the “Exchange Act”)
and Section 1350 of Chapter 63 of Title 18 of the United States Code (18 U.S.C. §1350), as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that the Quarterly Report on Form 10-Q of Nutanix, Inc. for the quarter ended April 30, 2022, fully complies with
the requirements of Section 13(a) or 15(d) of the Exchange Act and that the information contained in such Quarterly Report on Form 10-Q
fairly presents, in all material respects, the financial condition and results of operations of Nutanix, Inc.

 
Date: June 2, 2022  /s/ Rajiv Ramaswami

  Rajiv Ramaswami

  President and Chief Executive Officer

  (Principal Executive Officer)
 
 



 
Exhibit 32.2

CERTIFICATION
PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Rukmini Sivaraman, certify pursuant to Rule 13a-14(b) of the Securities Exchange Act of 1934, as amended, (the “Exchange Act”)
and Section 1350 of Chapter 63 of Title 18 of the United States Code (18 U.S.C. §1350), as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that the Quarterly Report on Form 10-Q of Nutanix, Inc. for the quarter ended April 30, 2022, fully complies with
the requirements of Section 13(a) or 15(d) of the Exchange Act and that the information contained in such Quarterly Report on Form 10-Q
fairly presents, in all material respects, the financial condition and results of operations of Nutanix, Inc.

 
Date: June 2, 2022  /s/ Rukmini Sivaraman

  Rukmini Sivaraman

  Chief Financial Officer

  (Principal Financial Officer)
 
 




