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Item 2.02 Results of Operations and Financial Condition.

On April 6, 2022, IronNet, Inc. (the “Company”) issued a press release announcing its financial results for its fourth fiscal quarter and year ended
January 31, 2022. A copy of this press release is furnished herewith as Exhibit 99.1 to this Current Report and is incorporated herein by reference.

The Company’s management conducted a conference call on April 6, 2022 to review the Company’s financial results for the fourth quarter and fiscal
year ended January 31, 2022. A copy of the transcript of the conference call is included as Exhibit 99.2 to this Current Report and is incorporated herein
by reference.

In accordance with General Instruction B.2. of Form 8-K, the information in this Item 2.02, including the exhibits attached hereto, shall not be
deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the liability
of that section, nor shall it be deemed incorporated by reference in any of the Company’s filings under the Securities Act of 1933, as amended (the
“Securities Act”), or the Exchange Act, whether made before or after the date hereof, regardless of any incorporation language in such a filing, except as
expressly set forth by specific reference in such a filing.

 
Item 9.01 Financial Statements and Exhibits.

(d) Exhibits
 
Exhibit
Number  Exhibit Description

99.1   Press Release issued by IronNet, Inc. on April 6, 2022.

99.2   Transcript of IronNet, Inc.’s conference call held on April 6, 2022.

104   Cover Page Interactive Data File (the cover page XBRL tags are embedded within the Inline XBRL document).
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Exhibit 99.1

IronNet Reports Preliminary Fourth Quarter and Fiscal Year 2022 Financial Results

Achieves Record Revenue in the Fiscal Fourth Quarter

Annual Recurring Revenue Increases 23% Year-Over-Year; Adds 61 New Customers Year-Over-Year

McLean, VA (April 6, 2022) – IronNet, Inc. (NYSE: IRNT) (“IronNet”), a leading provider of solutions Transforming Cybersecurity Through Collective
DefenseSM, announced today its financial results for the fourth quarter and fiscal year ended January 31, 2022.

“Never before has the need for the exchange of real-time cyber threats across the public and private sectors been more critical than it is today,” said GEN
(Ret.) Keith Alexander, Chairman and co-CEO of IronNet. “IronNet’s technology addresses the concerning gaps created by the status quo in cyber
security, with nations, industries and companies still defending largely in isolation. Our Collective Defense platform goes beyond threat detection to enable
security operations center analysts to ‘prove the positive’ by triaging alerts in an automated fashion to help better defend their data networks from cyber
attacks.”

William Welch, co-CEO of IronNet, also commented: “I am proud of our team for executing well in the fourth quarter as we drive the business forward
and seize the opportunity to transform the cybersecurity market. We are encouraged by the momentum of our cloud-based subscription business model as
the market has a growing appreciation for the potency of IronNet’s platform solution. Our platform is enabling our customers to quickly multiply the
capabilities and effectiveness of their own network security team while also protecting their operational privacy.”

Fourth Quarter and Fiscal Year 2022 Financial & Operating Highlights
 

 •  Annual Recurring Revenue (ARR): $31.8 million at January 31, 2022 compared to $25.8 million at the end of the prior fiscal year and
$27.5 million at the end of the prior quarter.

 

 •  Revenue: Revenue for the fourth quarter was $8.2 million compared to $7.4 million in the same quarter last year. Cloud subscription revenue
was $5.0 million, or 68% of product revenue.



Revenue for the fiscal year 2022 was $27.5 million compared to $29.2 million in the prior year, a 6% decline driven in part by a $2.3 million
decline in professional services revenue in fiscal 2022. Cloud subscription revenue for the full year 2022 was $16.0 million, or 63% of product
revenue.

 

 •  Gross Margin: Gross margin for the fourth quarter was 60.1% compared to 74.4% in the same quarter last year, with cost of sales accounting
charges during the fourth quarter representing approximately half of the decline.

Gross Margin for the fiscal year 2022 was 65.9% compared to 76.0% in the prior year, with the same cost of sales accounting charges
representing nearly one-third of the decline.

 

 •  GAAP net loss and non-GAAP adjusted net loss: GAAP net loss for the fourth quarter was $44.2 million. Non-GAAP adjusted net loss,
which excludes certain expenses described below, for the fourth quarter was $19.6 million compared to $20.2 million in the third quarter.

GAAP net loss for the fiscal year 2022 was $241.7 million*, which includes transaction related expenses of $170.0 million (for non-cash
stock-based compensation and change in fair market value of private warrants between the closing of the merger with LGL in August and their
exercise in late September and early October, and $3.2 million of transaction expenses). Non-GAAP adjusted net loss for the fiscal year 2022,
which excludes those transaction related expenses and certain other expenses described below, was $71.6 million.

 

 •  Dollar-based average contract length: 2.7 years for the fourth quarter and full fiscal year.
 

 
•  Cash and cash equivalents: $47.7 million at end of quarter. The company has not yet drawn on its equity line facility with Tumim Stone

Capital, which allows the company, subject to certain conditions and limitations, to issue shares of common stock for up to $175 million in
gross proceeds.

 

 •  Customer Count: 88 compared to 27 at the end of the same quarter last year and 74 at the end of the prior quarter.



Business Highlights
 

 •  Earned the highest AAA rating for Network Detection and Response (NDR) from the highly regarded independent testing organization, SE
Labs, as part of its Enterprise Advanced Security Protection assessment, based on NDR performance against a range of ATP attacks.

 

 
•  Launched new product capabilities which increase the automation of the IronNet Collective Defense platform by reducing false positives and

analyst workflow through automated alert correlation and triage, enabling malicious payload detection, and extending the supported hunt
window.

 

 

•  Enhanced our longstanding relationship with the U.S. Department of Homeland Security’s Cybersecurity & Infrastructure Security Agency
(CISA) to become a Specialist Partner of the Joint Cyber Defense Collaborative (JCDC). IronNet has collaborated with CISA in numerous
areas to enhance the nation’s cybersecurity through public-private partnership, including through our membership in the Cyber Information
Sharing and Collaboration Program (CISCP).

 

 
•  Announced multiple customer wins including a multi-year contract with a Gulf Cooperation Council Country (GCC) that represents our

largest international AWS deployment, an expanded partnership with the New York Power Authority (NYPA) to defend key supply chain
partners, and a major Texas-based bank, among others.

 

 •  Entered into a Common Stock Purchase Agreement on February 10, 2022 with Tumim Stone Capital for up to $175 million for working
capital and general corporate purposes to support future growth.

 

 
•  Named Fernando Maymi as the company’s new Chief Information Security Officer, leading cybersecurity operations, governance, risk

management, and compliance for the company, and assuming the role from George Lamont, who will remain the company’s Chief
Information Officer.

Outlook

James Gerber, CFO of IronNet stated: “Our fiscal year guidance reflects our confidence in our growth on the transactional side of the business. We will
increase our guidance as appropriate to reflect strategic customer contracts. Our existing cash and cash equivalents, combined with the potential liquidity
from our recently announced equity line financing, should provide IronNet with the operational and strategic flexibility needed to continue to advance our
market strategy.”

For the fiscal year 2023, IronNet expects for the transactional business:
 

 •  Revenue of approximately $34 million, representing nearly 25% growth
 

 •  ARR of approximately $48 million, representing 50% growth



Conference Call & Webcast Information

IronNet will host a conference call to discuss these results today, Wednesday, April 6, 2022, at 5:00 p.m. ET. A live webcast of the conference call and
additional materials can be accessed on IronNet’s Investor Relations website at https://www.ir.ironnet.com. A replay of the webcast will be available
through the same link following the conference call.
 
Date:   Wednesday, April 6, 2022
Time:   5:00 p.m. ET
Webcast:   https://www.ir.ironnet.com
Dial-in number:   201-689-7807

About IronNet

Founded in 2014 by GEN (Ret.) Keith Alexander, IronNet, Inc. (NYSE: “IRNT”) is a global cybersecurity leader that is transforming how organizations
secure their networks by delivering the first-ever Collective Defense platform operating at scale. Employing a number of former NSA cybersecurity
operators with offensive and defensive cyber experience, IronNet integrates deep tradecraft knowledge into its industry-leading products to solve the most
challenging cyber problems facing the world today. For more information, visit www.ironnet.com.

Forward-Looking Statements

This press release includes “forward-looking statements” within the meaning of the “safe harbor” provisions of the Private Securities Litigation Reform
Act of 1995, including, without limitation, statements regarding IronNet’s fiscal 2023 revenue and ARR outlook, its ability to transform cybersecurity,
execute on its business strategy and increase market share, and the expansion of the cybersecurity market and demand for IronNet’s products and services.
When used in this press release, the words “estimates,” “projected,” “expects,” “anticipates,” “forecasts,” “plans,” “intends,” “believes,” “seeks,” “may,”
“will,” “should,” “future,” “propose” and variations of these words or similar expressions (or the negative versions of such words or expressions) are
intended to identify forward-looking statements. These forward-looking statements are not guarantees of future performance, conditions or results, and
involve a number of known and unknown risks, uncertainties, assumptions and other important factors, many of which are outside IronNet’s
management’s control, that could cause actual results or outcomes to differ materially from



those discussed in the forward-looking statements. Important factors, among others, that may affect actual results or outcomes include: IronNet’s ability to
execute on its plans to develop and market new products and the timing of these development programs; IronNet’s estimates of the size of the markets for
its products; the rate and degree of market acceptance of IronNet’s products; the success of other competing technologies that may become available;
IronNet’s ability to identify and integrate acquisitions; the performance of IronNet’s products; potential litigation; and general economic and market
conditions impacting demand for IronNet’s products. The foregoing list of factors is not exhaustive. You should carefully consider the foregoing factors
and the other risks and uncertainties described under the heading “Risk Factors” in the final prospectus filed by IronNet with the Securities and Exchange
Commission (SEC) pursuant to Rule 424(b)(3) on September 30, 2021, as well as other documents to be filed by IronNet from time to time with the SEC,
including its Annual Report on Form 10-K to be filed for the year ended January 31, 2022. These filings identify and address other important risks and
uncertainties that could cause actual events and results to differ materially from those contained in the forward-looking statements. Forward-looking
statements speak only as of the date they are made. Readers are cautioned not to put undue reliance on forward looking statements, and IronNet does not
undertake any obligation to update or revise any forward-looking statements, whether as a result of new information, future events or otherwise, except as
required by law.

Certain Definitions and Non-GAAP Measures

Annual Recurring Revenue (ARR) — Calculated at a particular measurement date as the annualized value of our then existing customer subscription
contracts and the portions of other software and product contracts that are to be recognized over the course of the contracts and that are designed to renew,
assuming any contract that expires during the 12 months following the measurement date is renewed on its existing terms.

Dollar-based average contract length: Calculated by multiplying the average total length of our customer contracts, measured in years or fractions
thereof, by the respective revenue recognized for the last three months of each reporting period, and then dividing by the revenue attributable to software
and product customers for the same three-month period used in the numerator. Because many of our customers have similar buying patterns and the
average term of our contracts is more than 12 months, this metric provides a means of assessing the degree of built-in revenue repetition that exists across
our customer base. Declines in average contract length are not reflective of the average lifetime of a customer.



Non-GAAP adjusted net loss: Calculated as GAAP net loss excluding the impact of one-time stock-based compensation expense and
transaction costs related to the merger between LGL Systems Acquisition Corp. and IronNet Cybersecurity, Inc.

The following table presents a reconciliation of GAAP net loss to non-GAAP adjusted net loss as presented in this release:
 

   
Three Months Ended

January 31,    
Year Ended
January 31, 

   2022    2022  
    

   (in thousands)  
GAAP Net Loss   $ (44,153)   $ (241,654) 
Add: Stock compensation expense *    23,779    155,602 
Add: Increase in fair value of warrant liabilities    (37)    11,265 
Add: Transaction costs    838    3,166 

    

Non-GAAP Net Loss   $ (19,573)   $ (71,621) 
    

One-time stock-based compensation charges were required in the quarter ended October 31, 2021 due to: (1) the closing of the merger in August 2021,
which triggered recognition of expense for the time-vested RSUs outstanding at that date, (2) the de-SPAC type of trigger, which satisfied the liquidity
event condition on the RSUs that required an accounting revaluation of the vested RSUs at the time of the charge to their value on the date of the closing
and (3) the accounting requirement to use a graded recognition method, instead of a straight line method, where the graded method used brings stock
compensation charges forward compared to the straight line method.
 
* We have identified an error in our financial statements for the quarterly and year-to-date financial statements for the period ended 10/31/21. The

error is preliminarily estimated in the amount of $28 million and resulted in an overstatement of stock-based compensation expense in the period
ended 10/31/21. This is likely to result in a restatement or revision of our quarterly financial statements for the period ended 10/31/21.

We are currently evaluating this matter with respect to the determination of whether the financial statements will be restated or revised as well as the
associated control implications.

The full year stock compensation includes this reduction of $28 million relating to the already reported third quarter results.



IronNet Contacts:

IronNet Investor Contact: Nancy Fazioli—IR@ironnet.com

IronNet Media Contact: Brian Bartlett, Rational 360—Media@ironnet.com



IronNet Inc.
PRELIMINARY CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(amounts in thousands, except share and per share amounts, Unaudited)
 

   
Three Months Ended

January 31,   
Year Ended
January 31,  

   2022   2021   2022   2021  
Product, subscription and support revenue   $ 7,309   6,660  $ 25,347   24,701 
Professional services revenue    870   747   2,197   4,526 

  

Total revenue    8,179   7,407   27,544   29,227 
Cost of product, subscription and support revenue    2,720   1,571   8,225   5,393 
Cost of professional services revenue    542   322   1,158   1,629 

  

Total cost of revenue    3,262   1,893   9,383   7,022 
Gross Profit    4,917   5,514   18,161   22,205 
Operating expenses      
Research and development    13,229   5,789   52,608   25,754 
Sales and marketing    15,910   7,115   82,658   30,381 
General and administrative    19,487   4,658   111,660   21,347 

  

Total operating expenses    48,626   17,562   246,926   77,482 
Operating Loss    (43,709)   (12,048)   (228,765)   (55,277) 
Other income    6   8   25   71 
Other expense    (77)   (151)   (1,183)   (90) 
Change in fair value of warrants liabilities    37   —     (11,265)   —   
Loss before income taxes    (43,743)   (12,191)   (241,188)   (55,296) 
Benefit (provision) for income taxes    (410)   (19)   (466)   (77) 

  

Net loss   $ (44,153)   (12,210)  $ (241,654)*  $ (55,373) 
  

Basic and diluted net loss per common share    (0.45)   (0.18)   (3.02)   (0.86) 
Weighted average shares outstanding, basic and diluted    97,599,748   66,037,264   79,953,178   64,561,688 



IronNet Inc.
PRELIMINARY CONDENSED CONSOLIDATED BALANCE SHEETS
(amounts in thousands, except share and per share amounts, Unaudited)

 
   January 31,  January 31, 
   2022   2021  
Assets    
Current assets    

Cash and cash equivalents   $ 47,673  $ 31,543 
Accounts receivable    1,991   1,643 
Unbilled receivable    6,467   1,425 
Related party receivables and loan receivables    2,469   3,599 

  

Account and loan receivables    10,927   6,667 
Inventory    4,580   2,180 
Deferred costs    2,599   2,068 
Prepaid warranty    1,205   1,037 
Prepaid expenses and other current assets    4,742   2,172 

  

Total current assets   $ 71,726  $ 45,667 
Deferred costs    3,243   2,056 
Property and equipment, net    5,606   2,792 
Prepaid warranty    1,230   878 
Deposits and other assets    493   298 

  

Total assets   $ 82,298  $ 51,691 
  

Liabilities and stockholders’ equity    
Current liabilities    

Accounts payable   $ 2,348  $ 1,922 
Accrued expenses    4,709   2,591 
Deferred revenue    17,219   12,481 
Deferred rent    159   134 
Short-term PPP loan    —     3,487 
Income tax payable    542   88 
Other current liabilities    689   689 

  

Total current liabilities    25,666   21,392 
Deferred rent    769   928 
Deferred revenue    17,413   21,563 
Warrants    7   — 
Long-term PPP loan    —     2,093 
Other long-term liabilities payable    —     689 

Total liabilities   $ 43,855  $ 46,665 
  

Commitments and contingencies (Note 7)    
Stockholders’ equity    

Preferred stock, $0.0001 par value; 100,000,000 shares authorized; none issued or outstanding    —     —   
Class A common stock; $0.0001 par value; 500,000,000 shares authorized; 88,876,292 and 66,933,566 shares issued

and outstanding at October 31, 2021 and January 31, 2021, respectively    9   7 
Additional paid-in capital    454,855   180,853 
Accumulated other comprehensive (loss) income    492   40 
Accumulated deficit    (416,913)   (175,039) 
Subscription notes receivable    —     (835) 

  

Total stockholders’ equity    38,434   5,026 
  

Total liabilities and stockholders’ equity   $ 82,298  $ 51,691 
  



IronNet Inc.
PRELIMINARY CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(amounts in thousands, Unaudited)
 
   Year Ended January 31,  
   2022   2021  
Cash flows from operating activities    
Net loss   $ (241,653)  $ (55,373) 
Adjustments to reconcile net loss to net cash provided by (used in) operating activities:    
Depreciation and amortization    1,092   1,162 
Loss (Gain) on sale of fixed assets    (6)   219 
Bad debt expense    —     33 
Employee stock based compensation    155,602   (6) 
Non-cash interest expense    1,155   —   
Change in fair value of warrants liabilities    11,265   —   
Non-cash interest income on amounts due from stockholder    (8)   —   
Changes in operating assets and liabilities:    
Accounts receivable    (4,260)   (3,356) 
Deferred costs    (1,718)   (1,038) 
Inventories    (2,401)   (217) 
Prepaid expenses and other current assets    (3,664)   (610) 
Deposits and other assets    (177)   104 
Prepaid warranty    (520)   424 
Accounts payable    398   1,628 
Accrued expenses    971   751 
Income tax payable    454   76 
Other short-term liabilities    (689)   —   
Deferred rent    (134)   (158) 
Deferred revenue    588   13,711 
Warrants    20   —   

  

Net cash used in operating activities    (83,685)   (42,650) 
  

Cash flows from investing activities    
Purchases of property and equipment    (3,881)   (952) 
Proceeds from the sale of fixed assets    8   61 
Sales of investments    —     —   
Proceeds from the maturity of investments    —     1,003 

  

Net cash (used in) provided by investing activities    (3,873)   112 
  

Cash flows from financing activities    
Proceeds from issuance of common stock    694   57,593 
Proceeds from borrowing SVB Bridge loan    15,000   —   
Proceeds from borrowing PPP loan    —     5,580 
Payment of loan—SVB bridge    (15,000)   —   
Payment of PPP loan    (5,580)   —   
Merger recapitalization    4,214   —   
Proceeds from PIPE shares    125,000   —   
Payment of transaction costs    (21,179)   —   
Proceeds from stock subscriptions    293   81 

  

Net cash provided by financing activities    103,442   63,254 
  

Effect of exchange rate changes on cash and cash equivalents    246   21 
  

Net change in cash and cash equivalents    16,130   20,737 
Cash and cash equivalents    

  

Beginning of the period   $ 31,543  $ 10,806 
  

End of the period   $ 47,673  $ 31,543 
Supplemental disclosures of non-cash investing and financing activities    
Interest earned on subscription notes receivable    8   16 
Unpaid purchases of property and equipment    (28)   —   
Non-cash settlement of related party loan receivable for common shares    (1,075)   —   
Initial classification of warrant liabilities    10,234   —   
Cashless exercise of warrants classified as liabilities    (10,214)   —   



Exhibit 99.2

IronNet, Inc.
Q4 and Fiscal Year 2022 Earnings Call

April 6, 2022

Presenters
Nancy Fazioli, Investor Relations
Keith Alexander, Founder, Chairman and Co-Chief Executive Officer
Bill Welch, Co-Chief Executive Officer
Jamie Gerber, Chief Financial Officer

Q&A Participants
Mike Cikos – Needham & Company
Joseph Gallo – Jefferies
Gray Powell – BTIG
Imtiaz Koujalgi – Guggenheim Securities
Anja Soderstom – Sidoti & Company

Operator

Hello, and welcome to the IronNet Q4 Fiscal 2022 Earnings Call and Webcast. At this time, all participants are in a listen-only mode. A
question-and-answer session will follow the formal presentation. If anyone should require operator assistance, please press star, zero, on your telephone
keypad. As a reminder, this conference is being recorded.

It is now my pleasure to turn the call over to Nancy Fazioli, Investor Relations. Please go ahead.

Nancy Fazioli

Thank you, operator. Hello, and thank you for joining us. Today’s conference call will address IronNet’s financial results for the fourth quarter and full
year ended January 31st, 2022, that were announced this afternoon.

Before we begin, please note that some of the statements we will be making today are forward-looking. These matters involve risks and uncertainties that
could cause our results to differ materially from those projected in these statements. We, therefore, refer you to the risk factors included in our latest SEC
filings. Our comments today also include non-GAAP financial measures. Additional details and reconciliation to the most directly comparable GAAP
financial measures can be found in our earnings release issued today, which is on the Investor Relations portion of our website at ir.ironnet.com.

And now, I’ll turn the call over to our Founder and Co-CEO, General Alexander, who has some remarks. He will be joined by our Co-CEO, Bill Welch
and CFO, Jamie Gerber for the question-and-answer portion of the call. General Alexander?



Keith Alexander

Good afternoon. Thank you for joining us today. We have four areas to cover today prior to taking your questions. I’ll start with the review of key fourth
quarter results and then provide insight into our outlook for fiscal year 2023. I’d also like to comment on the current geopolitical backdrop and the role of
collective defense in an environment where using cyber warfare as an element of national power is now a very real and present danger. And finally, I will
address why behavioral analytics and collective defense, the technology IronNet’s platform is based upon, which are necessary components of modern-day
cyber defense.

Regarding fourth quarter and fiscal 2022 results. As you saw in our press release, we exceeded our expectations for the fourth quarter and delivered on
revised revenue and ARR targets, delivering revenue of $27.5 million compared to guidance of $26 million and ARR of $31.8 million compared to
guidance of $30 million. We achieved 23% year-over-year ARR growth this year by executing on the transactional side of the business. These results do
not include strategic customers.

As we stated last quarter, anticipated strategic deals were delayed, so we took them out of our forecast and will continue to do so. Most of these strategic
customers are in the U.S. public sector and were impacted by delays in federal funding. These are not lost deals. Today, almost without exception, they
remain in the pipeline as strongly viable opportunities. Our pipeline of strategic opportunities remains healthy and continues to grow.

Also relevant, as you may recall, we had two noteworthy contracts up for renewal in the first half of last fiscal year that combined totaled a few million
dollars. They are delayed. They are not lost deals. If they had renewed in a timely manner, we would have been looking at close to 35% year-over-year
ARR growth instead of the actual 23%.

One of the two deals is a branch of the military whose contract migrated and will be expanded upon under another government contracting entity as a
strategic opportunity. This is one that has been caught up in the federal funding delays I mentioned. The other deal is an international government agency
opportunity that also migrated to a new contracting entity in their organization. As a result, it is going through a required reevaluation as part of its
migration process, which is taking longer than expected to complete.

From a revenue perspective, the $8.2 million in revenue we recognized in the fourth quarter represented approximately 18% growth over the prior quarter.
This record performance resulted in part from a significant paid pilot in Q4. We are in final negotiations with that customer, and we anticipate a contract.
And in fact, the opportunity is captured in our full-year guidance, but it is not clear if it will close in Q1.

A few other points of context about fiscal 2022 revenue. Our fiscal 2022 results are more product-driven than they were in the prior year. Professional
services revenue declined $2.3 million or approximately 50% from the prior fiscal year. We do take on professional services contracts from time-to-time,
but I believe a promising outcome from this year is the revenue shift to our recurring revenue model based on the collective defense platform.
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Our platform includes our NDR product, our AI behavioral analytics, our cyber operations and the dome. The combined offering is strongly differentiated.
We are the only provider in the marketplace offering a holistic collective defense NDR-based solution. From a technology standpoint, this means that our
customers can see automatically correlated alerts within their individual enterprise networks. That’s our network detection and response product, as well as
anonymized automated correlated alerts across company. That’s our unique collective defense capability.

Our fiscal year results also demonstrate a strong shift toward cloud deployments by our customers. This ramp up of cloud migration is aligned with market
trends and therefore a strength for our business. Cloud represented 63% of our product revenue for fiscal 2022 versus 52% in fiscal 2021. Cloud benefits
scalability and also helps to mitigate the impact of supply chain disruptions as we become less hardware dependent. We believe that we are well positioned
to benefit from this longer-term trend towards cloud adoption.

Although hyperscalers are responsible for securing the cloud and offer some multi-layered tools for customers to secure their data and assets in the cloud,
IronNet’s platform adds an essential layer for complete visibility of cloud deployments. Because the platform can see traffic to and from the cloud, it adds
an important layer of security. Additionally, our sensors can deploy across multiple clouds, so customers can protect the threat surface across their entire
hybrid for multi-cloud environments.

Our growth in fiscal 2022 was driven by community-sized customers. Accelerating the transactional side of the business is an important trend and
continued objective for us. We ended the year with 61 new customers. We described the 27 customers that were in our base at the start of the fiscal year as
largely cornerstone-like in terms of potential to support a dome.

Over the course of fiscal 2022, our base did indeed expand with the creation of a number of communities joining our dome, namely in the space sector, in
healthcare, as well as in some international geographies, and we continue to expand participation in the energy and finance sectors. We are also now
making progress in several U.S. states to build state domes, where a state can bring together education, public utilities, finance and state agencies into a
state dome. This is evidence that our land and expand strategy is taking hold as we start with a cornerstone customer and expand into affiliated members of
that customer supply chain.

As we have noted previously, it is often supply chain providers that represent the greatest vulnerability to the larger entities that rely on them. Our major
cornerstone customers are our biggest champion in this endeavor, particularly in the energy sector. For instance, the New York Power Authority set up a
dome to include entities from across the states in municipal utilities and cooperative energy companies. While community members are critical to securing
sectors, the price point of joining a sector dome reflects the size of the organization.
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Our technology protects each member of the dome while also adding shared visibility and collaboration between its members. We can do this while
protecting data and anonymity and privacy. We are strongly encouraged by this momentum and are working to replicate that further in this fiscal year,
bringing in both deeper pocketed and more cyber resilient cornerstone customers and the community members that are just as important for securing
sectors at large.

That’s a natural segue to comment on the guidance we have provided for the fiscal 2023, our current fiscal year. As we said last quarter, we appreciate the
criticality of being accountable and predictable as a public company. In the second half of fiscal 2022, we confronted headwinds in the public sector that
we did not expect. As a result, we based our revised fourth quarter guidance on strong, line of sight opportunities for the transactional business.

The difficulty in predicting timing for these public sector opportunities is not yet behind us. We were encouraged to see that Congress finally passed and
President Biden signed in mid-March the $1.5 trillion Omnibus Spending Package that we have been waiting for. The Consolidated Appropriations Act
2022, as it is called, provides funding for 12 appropriation bills that make up the federal budget, including a significant allocation to fund and increase in
support for critical physical infrastructure to help prevent cyber-attacks and other measures to root out cyber intrusions.

And just last week, the Biden administration indicated that it wishes to further boost cybersecurity spending across the federal government to record levels
to continue to modernize U.S. cyber defenses. Specifically, the President’s FY2023 budget asked Congress for an 11% increase over the previous year in
cybersecurity funding across civilian government agencies. So while encouraged, we remain cautious regarding expectations for how quickly this funding
will be deployed. Hence, we will continue to focus on our transactional, more predictable pipeline and our forecasts for now. Strategic opportunities will
provide upside to our outlook, which we will communicate back to you as they occur and concurrently raise our guidance.

From a full-year perspective, our guidance for ARR of approximately $48 million by the end of fiscal 2023 is 50% year-over-year growth. We expect
revenue of approximately $34 million for a full-year or growth of approximately 25%. Revenue will lag exit ARR due to how we anticipate linearity of
deals throughout the year, strengthening into the second half of the year.

Let me now turn to a discussion of the current threat environment. Since mid-February, our team has been sharing insights on the escalating crisis in
Ukraine, through blog post and webinars, one of which I supported last Friday with the New York Stock Exchange, hosted by their CISO, Steve Pugh, and
joined by national cyber director, Chris Inglis, principal advisor to the president on cybersecurity policy and strategy, as well as Tom Fanning, chairman
and CEO of Southern Company. As evidenced by our discussion, it’s clear that the necessary mind shift toward a collective defense approach is
accelerating across the public and private sectors. In
 

  Page 4 of 17   



addition, this past Monday, I participated in a Roundtable moderated by Matt Peterson of Barron’s on the topic of evolving risk for corporate executives
and investors, specifically now with the current conflict in the Ukraine. I also have offered several op-heads in the past quarter alone and been accessible to
tier-one news outlets.

Today, we announced that we enhanced our longstanding relationship with the U.S. Department of Homeland Security’s Cybersecurity and Infrastructure
Security Agency, CISA to become a specialist partner of the Joint Cyber Defense Collaborative, JCDC. IronNet has collaborated with CISA in numerous
areas to enhance the nation’s cybersecurity through public-private partnership, including through our membership in the Cyber Information Sharing and
Collaboration Program. We will continue to drive thought leadership to support the education that we see as necessary to drive transformation in cyber and
create awareness about the need for collective defense.

The Russia Ukraine war underscores the urgent need for us to drive a collective defense solution. Our assessment of the situation is as follows. Cyber is a
weapon of war and one of the tactics that I believe Putin will continue to use. President Biden concurred in his recent high profile press conference noting
that the magnitude of Russia’s cyber capacity is fairly consequential and its coming. This is where we all need to work together.

Unfortunately, we did not create the missile defense shield in cyber that we have for missiles. That’s exactly what IronNet is trying to do, and we think
that’s important. Which sectors do we believe are most likely to be targeted? I think there is consensus from experts, which we agree with, that the
financial, oil and gas, energy and government sectors are potential targets. The effort will be focused on where the biggest economic and human impact
can be made in attempt to break our collective resolve.

In each of these sectors, major organizations have world class cybersecurity, but even a world class security team can’t stop everything when defending
individually and won’t see everything. This is where a real-time sharing in a radar picture is important. It enables companies to see what’s hitting others,
providing collective defense, or as director Inglis says, to beat one of us, you have to beat all of us.

What should we be thinking about? I would frame cyber risks in three buckets. One, defending against a direct attack, such as what Ukraine and its
Eastern European neighbors have already experienced. Last week, for example, we saw the disclosure of a new data wiper virus called AcidRain. This is
the eighth wiper virus that we have seen in this conflict. Two, the collateral damage that would likely result from a direct attack. The NotPetya virus
released during Russia’s 2017 attack of Ukraine was intended to attack tax accounting software, perhaps as an attempt to disrupt Ukraine’s supply network,
quickly spread and cause significant collateral damage around the world.
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Three, there is the question of who else joins. The story emerged last week that China was involved in cyber-attacks on Ukraine. In the early days of the
war, whether it is China or other nation-state or criminal actors, we could be dealing with multiple adversaries. This is where behavioral analytics, which
is the IronNet approach to NDR, is a significant differentiator from rules-based NDR solutions on the market, those that look for no-knowns.

The focus of security operations center should be about proving the positive or proactively triaging alert set network speed. The industry’s current model
for cybersecurity is not sufficiently predicted. We believe now it’s essential to have the capability like the IronNet Collective Defense platform to
automatically correlate patterns of suspicious behavior, rapidly identifying malicious threats that would have gone unnoticed based on a signal occurrence.
Our solution earned the highest AAA rating after independent evaluations by SE Labs and was also rigorously tested by a branch of the U.S. military with
exceptional results.

My experience having led our offense, is that no defense is impenetrable. So this is where working together at network speed between the public and
private sector becomes very important. It’s the public private partnership that collective defense advocates, like director Chris Inglis have said is so hugely
important. Our public defenders cannot protect us against what they can’t see, plain and simple. We believe IronNet’s collective defense platform bridges
that gap.

Operator, we are ready for our first question.

Operator

Thank you. We will now be conducting a question-and-answer session. We ask you ask one question and follow-up, then return to the queue. If you’d like
to be placed in the question queue, please press star, one, on your telephone keypad. A confirmation tone will indicate your line is in the question queue.
One moment please while we pull for questions.

Our first question today is coming from Mike Cikos from Needham & Company. Your line is now live.

Mike Cikos

Hey, guys. Thanks for letting me on the call today. I wanted to circle up on the sales progress that you guys have made as far as focusing on the more
transaction-oriented deals and really just wanted to get a better sense. What’s the uptake been like in establishing that transaction-driven model?

And then the follow-up, how should we be thinking about the success in driving that? I’m looking at the customer count. Is it--should we expect an
increase in customer entities quarter-in, quarter-out? Or is--are there other things we should be focusing on when thinking about that transaction?

Bill Welch

Hey Mike. This is Bill Welch. Great question. Thank you for it. So couple of things that I’ll cover on your question. Number one is, what we’re seeing in
the sales organization as I’ve been providing overwatch is, number one, our proof of values have gone up over 300% year-on-year. So we’re seeing a lot of
interest for doing interest into the product.
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We also are seeing great close rates approaching almost--you know, 90%. As you saw, we have tripled the number of customers. I think this goes to your
question as far as, yes, you should expect that every quarter-in quarter-out that we will continue to expand the number of customers as evidenced by the
communities. As you know, we are focused on establishing communities in the federal space, the defense industrial base, the energy space, the finance
space, space, healthcare. When I say space, meaning actually the space itself.

Then I will tell you that we’re seeing each one of these domes, these communities, tripling and doubling in size in many cases. The community
organization is going very well as far as customers helping us to expand them with referenceable customers and then really the value that we’re providing
to them. We have been doing some great work on value case studies to see the value of not only our network detection and response technology, but also
the concept of collective defense.

Mike Cikos

Got it. Thanks. And then I guess the follow-up I have would be for Jamie, I think. But I’m looking at the gross margins, and I know that there were some
commentary in the press release regarding the declines that we’re seeing in the software subscription and support. But can you just walk us through what it
is that is weighing on the gross margins? And is this, call it, 63% or so a fair place to be as we think about fiscal 2023 or are there one-time impacts that
are artificially depressing that gross margin as we think about where we are today?

Jamie Gerber

Right. Thank you. Excellent question. The--and I think you’ve taken note that there were some accounting charges that we’re just catching up here. But the
more fundamental point, which I think really is encouraging, is that our revenue mix and the transaction particularly—traction particularly with
community customers is where we’ve actually been doing a lot of work on market penetration and getting a good establishment there, which is really
what’s been really the other part of the fourth quarter driver for our margins.

I think in terms of how to think about margins going forward, and that’s really where—take a look at the overall year. And leaving aside the accounting
charges, the native margin for the period was effectively 70%, which is where we’ve wanted to be as a SaaS company, and that’s before a number of the
changes that we’ve been recently working in our--through our technology architecture improvements that should easily drive us and keep us solidly in the
low 70% range and pushing forward on up end margins as we go through fiscal 2022--or 2023, sorry.
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Keith Alexander

So Mike, I’d like to add in. This is Keith Alexander. I think your questions are really good. So what Bill and Jamie really hit on is the fact that our
transactional business and the community members is something the cornerstone customers asked us to do. They said, look, we are concerned about the
supply lines in these small companies as points of entry into our business, help us protect that. We sat down with CEOs and CISOs and begin that process.
That’s accelerating, as Bill said. And what they thought that would do is not only get more community customers, but it’ll also grow cornerstone
customers, then it’ll achieve the margins that Jamie was talking about.

Mike Cikos

Very helpful. Thanks guys. And just a clarification while I have you. I apologize. But Jamie, does the commentary on the, call it about 70% or low-70s
percent gross margin, that’s specific to the software subscription and support or is that specific to the, I guess, consolidated gross margin that you guys are
reporting? I just want to make sure I’m clear on that.

Jamie Gerber

Well, so focus particularly on the product margins. The services margins will come up and down the--you know, it’s a smaller part of our revenue. So that
will from time-to-time sort of adjust the margins back and forth. I think the one to really keep an eye on are our product margins, and those are the ones
that we’re driving up into the 70s and are going to maintain ourselves there.

Mike Cikos

Totally understand. Thank you for clarifying that. I’ll hop back in the queue. Thank you, guys.

Operator

Thank you. Next question today is coming from Joseph Gallo from Jefferies. Your line is now live.

Joseph Gallo

Hey, guys. Thanks for the questions. I have a bunch for Jamie today. Understanding that revenue lags ARR. Jamie, can you just walk us through ARR to
revenue next year? I mean, you have $32 million of ARR right now. You did $2 million of services. If you add those two numbers together, you get your
$34 million guidance for next year. So you’re also adding $16 million of ARR, maybe just kind of walk us through how we should think about that flow
and seasonality.

Jamie Gerber

Sure. So really, the ARR growth continues to be--you know, the best indicator for growth in the business. That being the measure of how much we actually
have brought into the revenue stream as of the end of each period. So that year-over-year ARR growth of 50% is, I think, the first number to focus on.
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I think in terms of the linearity through the year--and we did have a couple of pilots that were in our revenue in fourth quarter that we will be and are
working on to renew here in first quarter, a little bit held up by the continuing resolution. But those are the kinds of contracts that as we come in and give
ourselves a position and revenue for first quarter of this year, probably a little closer to third quarter of last year for the first quarter revenue. But then put
some linearity on that to get on up to the $34 million for the year. And you’ll see that acceleration on through the year to follow on the growth in ARR.

Joseph Gallo

Okay. And then if I can just follow-up to that one, and then I have one more. Is just today, is all of your revenue an ARR transactional or there is some
historical strategics in there, right? Because I see the caveat as the--when you gave guidance, says, expects transactional business to be $34 million and
$48 million. Is there—

Jamie Gerber

--we’re all trans—yeah. No, we’re all transactional. We put ourselves in that place in our guidance at the last quarter call and the strategics are going to be,
I think as we’ve noted, the $5 million in ACV and higher deals. Those continue to be a very nice pool of opportunities out in front of us. So all
transactional, an answer to your question.

Joseph Gallo

Okay. And then just on the profitability, appreciate the help on gross margin, but can you give us some guardrails for fiscal 2023, both on op margin,
maybe seasonality there and then cash burn and seasonality there, please?

Jamie Gerber

Yeah. So I think in terms of the--yeah, I think you wanted to move down below gross margin there for--and get down to the OpEx. Yeah. So I think the
operating margin--you know, we’re going to continue to be investing in particularly sales and marketing and continued investment in R&D. So do expect
those as a percentage of sales to continue to be at a--you know, well north of 50%, and--you know, in terms of sales and marketing--you know, pushing up
almost into the 100% range of revenue. So those are going to continue to be strong investments for the company.

Now, that being said, we’re also keeping a very close eye on making sure that all of our OpEx is highly directed at the high return prospects for the
company. So we know where we’re investing and we’re continuing to do that in a very careful and thoughtful way. So I think those are a couple ways to
think about where we’re going with operating margins sitting underneath a good solid position, particularly on product, which dominates us at that 70%
and low-70% range for the fiscal 2023.

Joseph Gallo

Okay. Thank you.

Operator

Thank you. Next question today is coming from Gray Powell from BTIG. Your line is now live.
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Gray Powell

Okay. Great. Thanks for taking the question. Just a few on my side. So yeah, maybe high level, what’s just been the reaction on the commercial side from
the Russia Ukraine situation? Have you actually seen increased engagement from any verticals that just—that really stand out to you? And then, just how
quickly do you think this could translate into incremental ARR growth?

Keith Alexander

So Gray, thanks. That’s a great question. This is Keith Alexander. So we are seeing a lot come out of this crisis. First, as you may have heard from the
Secretary of Defense and the Chairman of the Joint Chiefs, the world has become a more dangerous place and we’re seeing cyber has become an element
of national power. And President Biden made the comment that, be ready for consequential cyber-attacks here in the near future.

As you add to that, things like 5G, cloud, and the internet of things, all of that says it’s getting more difficult for our cyber analysts to actually defend
networks. So you need things like AI, machine learning and cloud to help that. The human element is going be challenged in this regard. So collective
defense, where you can now share knowledge, share information at network speed, we believe is the future and we’re seeing traction in that.

I think it was really good to hear Chris Inglis talk about that public private partnership and collective defense. And he made that comment, which I’m
stealing now, to beat one of us, you have to beat all of us. So we’re the ones that can make that a reality, create that radar picture in cyber. I think that’s the
future. And interestingly, everybody claims they can do it. We had SE Labs do a test on our system and they gave us the highest rating.

So we’re seeing it, we’re getting the traction. Those become those strategic deals that Jamie mentioned earlier, deals above $5 million. But the problem, as
you know, is getting those in a specific quarter. When it’s going to come is hard to predict, especially given the budget process for the federal government.
So we will bring those in once they come. And that was largely the impact of the continuing resolution is what hurt us and others, if you add to that, the
operational expense of the Ukraine deal.

So that was long-winded, but we are seeing uptake. We’re seeing it at both the federal and the state level, and I think that’s going to be very helpful for us
in the future.

Gray Powell

Okay. That’s helpful. The other question I had, and I appreciate the color as it relates to the ARR guidance. I just want to make sure I understand
everything correctly. So the ARR guidance for fiscal 2023, that’s only transactional customers, there is no strategic customers within that. If things happen
to go in the right direction for you, how much upside could these larger strategic customers reasonably create? Yeah, what’s like the--what’s the bull case
there?
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Bill Welch

Yeah. This is Bill Welch. Let me address that. You know, we don’t know at this time, and what we have committed to all of our shareholders and to all of
you on the phone, is that when we do secure a strategic, as you know, we define the strategic at $5 million or greater, we will let you know. And at that
moment, we will then decide on what the upside--you know, could be. There is a very large pool of strategics still there. But for me to forecast that--you
know, it is not predictable as much as I can predict the transactional business at this time.

Keith Alexander

So I’ll add to that. And remember, I’m not one experienced in the commercial endeavor, as much as I am on knowing how these deals are going. So one of
the things I’ve been working is the strategic deals. The issue as we went through last year, was trying to predict which quarter they would fall in and when
they would. The concern that we had is everybody saying, well, when are they coming? And the continuing resolution and other things impacted it and
now the war.

They are still in our line of sight. It’s just a question of when they come in. So we thought it was appropriate to be completely transparent with you and
others to say, we’re going to gauge everything on the transactional side. And then every time a strategic deal comes in, we’ll announce it, and we’ll adjust
our guidance as appropriate. Does that make sense?

Gray Powell

Yep. That makes a lot of sense. If I can just sneak in one more. Any directional color you can give on free cash flow for fiscal 2023 relative to fiscal 2022?
And if you don’t want to get too precise and just--you know, should be like staying, better, worse, just trying to help fine tune the model?

Jamie Gerber

Yeah. I think there are a couple variables that are classically in there and those do include the extent of larger strategic deals and the like. So there’s still a
fair amount of variability that’s in that. We do have--or we have focused ourselves, as I think we’ve talked before, on making sure that we have adequate
liquidity resources for the company. I think you saw our recent announcement on the equity line, $175 million there, as one of those moves. And so
between keeping a tight focus on spend and making sure that the good forward cash flow that we’ve historically experienced from our customers is in play
and then making sure that we’ve got some good ways to optimize our capital structure and keep liquidity out front of us, those are kind of the three
components, if that helps you.

Gray Powell

Understood. Okay. Thank you very much.

Keith Alexander

Thank you.
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Operator

Thank you. Our next question today is coming from Imtiaz Koujalgi from Guggenheim Securities. Your line is now live.

Imtiaz Koujalgi

Hey, guys. Thanks for taking my question. I had just one question on the ARR guide for next year. I know you didn’t give us the guide for Q1, but any
color on the (INAUDIBLE) of ARR for next year? I know in fiscal 2022, you had a bit of a decline in the first half, and then the ARR went up in Q3 and
Q4. Should we expect similar since now been in the upcoming year where ARR is probably a bit more modest in the first half and then goes up in the
second half?

Jamie Gerber

Right. So remember, I think as we were noting, we’ve got a couple pilots that are coming up for renewal here in first quarter. So I think I would encourage
you to be--you know, careful and conservative on your view of ARR. I think we’ve pointed earlier in the call here to taking a look at revenues for first
quarter--you know, on a fairly conservative basis being perhaps back at around the third quarter level.

We’re looking to exceed that obviously, but I think I would encourage you to be conservative both on revenue and ARR expectations for first quarter. But
do keep in mind that full-year guide of--you know, getting some good accelerating linearity through second, third and fourth to get us up to that revenue
number of $34 million and similar accelerating growth in ARR coming off of first quarter here for second, third and fourth to get us on up to that 50%
year-over-year growth rate.

Keith Alexander

Yeah. So Tiaz, I think, you hit it on the head when you said, it starts off slow in first and second and goes third and fourth and accelerates. Essentially,
that’s what we’re seeing. I think what we will see. And I think it’ll accelerate more and that’s the intent.

Imtiaz Koujalgi

Got it. Just to maybe get some more color, should we expect ARR to be flat or up in Q1, because it was down from Q4 to Q1 in fiscal 2022? Are you
expecting that to happen again? Or should we expect that number at least to be up sequentially from Q4 to Q1, the ARR?

Jamie Gerber

Yeah. Again, there’s some variability that’s in that, particularly with how some of these transactions are coming in down here at the end of the quarter. So
again, I think I would encourage you to think about flattish on that as sort of a median spot to end up but do understand that there’s still fair amount of
variability, particularly a little more on the upside. But I think you’d be well advised to not be taking that up at our historical growth rates for first quarter
but do expect us to be exceeding growth rates as noted for the full year.
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Imtiaz Koujalgi

Got it. And then just one second question on the model again. Your services revenues were down in fiscal 2022 or fiscal 2021, should that trend continue,
or should we see that now up ticking because you’re adding more net new ARR in fiscal 2023 versus what you had in fiscal 2022?

Jamie Gerber

Sorry. Actually, could you just restate the first part of your question? I want to make sure I answer the right part of it.

Imtiaz Koujalgi

So your services revenues were down year-over-year.

Jamie Gerber

Oh, yeah.

Imtiaz Koujalgi

So should we expect that trend to reverse now? Should we expect service revenues to grow in fiscal 2023?

James Gerber

Yeah. No, excellent question. I thought you’re asking about services. I just wanted to be sure. So thank you. Yeah. Look, the company does have from
time-to-time some significant services contracts, and we were advising national government at this time of year last year. So that’s why our services was a
pretty healthy number last year. So I think in terms of where we’re doing our own forecasts on services is to keep that really still quite low. Our focus is on
product.

But that being said, I think it’s important to note that the services opportunities do lead to product sales. In fact, that very large contract as we were
advising on long-term strategy for that particular country, you will have noted recently, has actually turned into opportunity of very significant product sale
in the region. So those—that relationship of services contracts and being looked to as a really important thought and strategic leader on the services side is
important. It’ll come up and go down as a result, but they are leading to these very, quite a bit larger product deals that we have seen come into the
transactional side and also are sitting behind several of those larger strategic opportunities that are out in front of us. So do think of it in--as leading
product sales as well as being, unfortunately, kind of variable.

Imtiaz Koujalgi

Got it. Thanks. (INAUDIBLE) very helpful.

Jamie Gerber

Sure.
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Operator

Thank you. Next question today is coming from Anja Soderstrom from Sidoti. Your line is now live.

Anja Soderstrom

Yeah. Hi, thank you. A lot of my questions have been asked already. But I just curious, for the--you were guiding or giving some color on the gross
margin for the next year. I assume that’s dependent on the transactional deals. So to the extent that strategic deals comes and what kind of leverage do you
have on that gross margin for those deals?

Jamie Gerber

Right. So I think there are kind of two things to think about underpinning our guidance around low-70% range for this current fiscal year, fiscal 2023. So
one of them is that actually we’ve been just doing some really solid work on the product side to make sure that our--the efficiency of how we deploy to
customers large and small. Community and cornerstone is increasingly efficient, and that’s going to continue to be a very nice underpinning driver for
margin growth both this year and on into the next several in front of us. So that’s good.

I think you asked as well about kind of what the expectations on the strategics are, and I think you do take correct note and should correctly note that on
these much larger deals, there are some real economies of scale for those. And so in terms of our ability to deliver on higher-than-average margin on those,
as we bring those in, I think is a good expectation.

Anja Soderstrom

Okay. Thank you. And you also noted that the strategic deals are from $5 million and up. Do you have any sort of range on--or an average of something of
those, that you see in your pipeline?

Jamie Gerber

They—yeah, they vary quite considerably from $5 million and up. So I think in terms of characterizing any collection of them is probably not particularly
fair.

Keith Alexander

But we will announce those, Anja, when they come in and adjust our guidance as appropriate.

Anja Soderstrom

Okay. Yeah. I got that. Thank you so much. That was all for me.

Jamie Gerber

Yeah. Thanks, Anja.
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Operator

Thank you. Our next question is a follow-up from Mike Cikos from Needham & Company. Your line is now live.

Mike Cikos

Hey, guys. Thanks for the follow-up here. Just a couple of quick questions for you. The first really coming down to the pilots that I know that you guys
have spoken about for Q4. And real basic questions here, but first, when I think about the pilots and their contribution to Q4 and then Q1, the commentary
is that we’re at a, on a conservative basis, thinking about Q3 of fiscal 2022 revenues, right? So is most of the uptick from Q3 to Q4, on that software
subscription support, is most of that coming from pilots then? Is that the way to think about it?

Jamie Gerber

Yeah. Pilots were really good contributor to it. It’s a--you know, it’s really fantastic when we’ve got important customers that are coming in and not just
wanting to dip their toe in the water but giving us some meaningful contracts to go ahead and get started with a product. And so those were some important
parts of hitting record revenue for fourth quarter, and so that is a good observation around fourth quarter. Yeah.

Mike Cikos

Okay. And just to be clear here as well, these pilots, they’re not being included in ARR, correct?

Jamie Gerber

Well, some of the pilots do, it depends on how they’re running. I mean, we’ve got some pilots that run for 12 months and alike, so some of them do.

Mike Cikos

Okay. Okay. And then my final question was around the ARR versus revenue. Again, I know one of my colleagues asked about the revenue lag versus
ARR, but I just wanted to focus in, I think exiting fiscal 2021, the ARR that IronNet had was $25.8 million. And then I’m just comparing that to the
reported software subscription and support revenue you guys did in fiscal 2022, and it came in at $25.3 million. So it was actually below. And I’m just
trying to--is that really just a function of maybe pilots that didn’t come through or maybe contract renewals getting pushed out? I’m trying to think about
what would create that. What would drive that revenue coming in below the ARR where we were a year-ago?

Jamie Gerber

Right. Yeah, actually, it’s really more dominated by the latter of those two effects that you are talking about. We did have in our ARR coming out of last
year, actually two fairly large contracts that were with government entities and their renewal. In fact, I think we might have even talked about these in the
third quarter call and the second quarter call, that their renewal actually was getting caught up in the continuing resolution.

And so as a result, although they were in ARR at the end of last year, they didn’t contribute as much to the revenue this year. So their renewal is still very
much in the immediate opportunity set here. And now that we’ve got the continuing resolution finally out, we’ve got some clearance to go and get those
actually back into ARR.
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Mike Cikos

Got it. Thank you very much, guys.

Operator

Thank you. Our next question is a follow-up from Anja Soderstrom from Sidoti. Your line is now live.

Anja Soderstrom

Yes. Hi, thank you for taking my follow-up. I just have one final question. For the transactional deal stuffed in your ARR guidance, how long are those
contracts typically?

Bill Welch

Yeah. The transactional businesses can range anywhere from 12 months, 24 to 36 months in the--in length.

Anja Soderstrom

Okay. And do you have any sort of average or some—like, what’s the most typical length?

Jamie Gerber

Yeah. I think probably the best place to start, and that is why we do have the measure for weighted average contract length. So still almost three years in
length on that key metric. Now, we do have some very nice—still, we would’ve characterized them as transactional business, but--you know, five-year
contracts that are in there. So that’s what continues to dominate that weighted average.

We really don’t have any of these strategic level, five year—$5 million of ARR per year in that total. So I think that’s a pretty good measure for you of the
transactional average that’s in there, still with some variability. And to Bill’s point, they vary from one to three years typically, but there clearly are some
longer ones and beyond that, that keep our weighted-average metric up there just a little shy of three years.

Anja Soderstrom

Okay. Great. Thank you. That was all for me.

Operator

Thank you. We’ve reached the end of our question-and-answer session. I’d like to turn the floor back over to management for any further closing
comments.
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Keith Alexander

Thanks, Kevin. Thank you, operator, and thank you for the participants for the questions today. I just want to leave you with some concluding thoughts.
IronNet’s four primary value drivers are, number one, to improve the effectiveness of cybersecurity investments; number two, increase the visibility into
the threat landscape; number three, reduce risk; and number four, to reduce costs for our customers. The time to transform cybersecurity through collective
defense is now and has never been greater. We appreciate your support as we drive our mission and business forward. Thank you and have a great
evening.

Operator

Thank you. That does conclude today’s teleconference and webcast. You may disconnect your line at this time and have a wonderful day. We thank you
for your participation today.
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