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Nextdoor is great for raising awareness of what
you're doing, and that’s what most small
businesses need to succeed. You have to let people
know that you’re there, what you provide, what
service you give. And Nextdoor is an easy,
inexpensive way for us to do that.”

Knowles Karate Academy is a family-owned karate and martial arts studio in Los Angeles

Michael and Kathy opened their business in 2016, after deciding to make career changes in order
to spend more time with their son, Logan. Michael and Kathy share a variety of classes,
fundraisers, and workshops through their business page on Nextdoor.



Business Highlights
<

Q3 revenue of $56M
increased 4% year-over-year,
reflecting an acceleration of
growth from small and
medium-sized businesses
(SMBs), who were the first set
of customers benefiting from
the move to the Nextdoor Ad
Server. That momentum was
partially offset by slower
growth from US direct-sold
advertisers, particularly those
with exposure to home-
related spending.

Q3 Weekly Active Users (WAU)
of 40.4 million grew 6% year-
over-year, but was down 3%
quarter-over-quarter as we
deliberately limited notification
volumes for certain user types,
reducing in-period visit
frequency to improve long-term
platform health. In Q3, we added
more organic Verified Neighbors
than in any quarter in our history,
while session depth hit all-time
highs—showcasing our progress
delivering relevant local content.

Q3 ARPU" of $1.39 declined
2% year-over-year. Sustained
ad impression growth was
offset by a year-over-year
decline in eCPMs for our US
Newsfeed, reflecting demand
shifts across verticals and
performance objectives.
Additionally, direct-sold
advertisers—who monetize at
a relatively higher rate—made
up a smaller share of total ad
impressions delivered.
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1. ARPU is defined as average revenue per WAU. eCPM is a measure of revenue received for every thousand ad impressions served.

2. Net loss margin is calculated as net loss divided by revenue.
3. Adjusted EBITDA margin is calculated as adjusted EBITDA divided by revenue.

A reconciliation of non-GAAP metrics used in this letter to their most comparable GAAP measures is provided at the end of the letter.



To Our Shareholders

Q3: Progress and foundations for growth

In Q3, we made significant advances in three core areas that are critical for Nextdoor’s long-term
growth: scaling new channels for Verified Neighbor growth, providing more relevant local content
to neighbors, and delivering value and reducing effort for advertisers®.

First, scaling new channels for Verified Neighbor growth. The number of new neighbors coming
to the platform organically accelerated 32% quarter-over-quarter, enabling us to reach nearly 85
million global Verified Neighbors. Digital invites drove the acceleration of new neighbors joining
the platform, and were further bolstered by efforts to verify previously unverified neighbors and
deliver more personalized email neighbor invitations. We expect organic Verified Neighbor
growth will continue its momentum in Q4, and see longer-term upside as Al-enhanced
neighborhood and city pages help neighbors discover the most engaging and useful information
from businesses, events, and local agencies.

Second, delivering more relevant local content to neighbors. Neighbors are finding more value
from the platform and engaging more when they visit Nextdoor, which, in turn, contributes to
sustained growth in ad impressions. In Q3, session depth—the number of ad impression
opportunities during each user session—grew approximately 30% year-over-year, driven by
increases in consumption of user generated content. Al is improving our local knowledge graph,
increasing the relevance of content and driving double digit growth of comments and replies.

By increasing all forms of neighbor activity beyond just posts, we are expanding the availability
of fresher and more local content, creating additional opportunities for improved personalization
and deeper engagement.

Third, delivering advertiser value and reducing advertiser effort. In Q3, we saw this most
immediately among US SMBs who are now benefiting from the Nextdoor Ad Server, our
proprietary backend ad server, and the ability to access Nextdoor Ads Manager, our proprietary
self-serve ad platform. SMB customer and revenue growth accelerated in Q3, reflecting improved
conversion, budget utilization, and revenue retention following the initial quarter of transition to
the Nextdoor Ad Server.

Beyond the US, International revenue accelerated to 79% year-over-year growth in Q3, reflecting
sustained new logo growth and a broader awareness of Nextdoor’s audience and ad platform.
More recently, the launch of our Conversion APl (CAPI) delivers higher visibility on return on
investment (ROI), particularly for advertisers seeking to measure the effect of online activity on
offline action. This performance visibility will be valuable for many advertisers, particularly in
verticals such as retail, where we already began to see a return to growth in Q3.

Looking forward: Performance trends, and a performance focus

In Q3, we made progress across each of our strategic focus areas, and saw signals of future
growth. But we also encountered challenges that will require us to adapt and improve.

Efforts to improve the long-term user experience—most notably through an evolved
notification strategy—had a negative near-term effect on WAU, which finished at 40.4 million,
up 6% year-over-year, and up nearly 50% over the last three years.

4. Verified Neighbors are individuals who have joined Nextdoor and completed the verification process for their account. 4



The 2.3 million net new Verified Neighbors in Q3 contribute to near- and long-term engagement;
however, the addition of these neighbors was more than offset by some neighbors engaging less
frequently as they received fewer notifications. We have also begun reducing certain high-
engagement notifications—for example those regarding crime and safety—to better align platform
perception and content. These changes to the nature and frequency of notifications are
contributing to the near-term decline in WAU growth. However, they represent a deliberate step
that we believe will reduce negativity, improve the timeliness, proximity and relevance of
notifications, and ultimately sustain our high levels of long-term user retention.

Relative to the beginning of Q3, we observed uneven demand trends in August and September.
Weaker-than-expected growth from US direct-sold advertisers, particularly those in verticals
with higher levels of exposure to home-related spending, offset much of the momentum we
observed among international and SMB customers. The technology & telecommunications and
healthcare verticals have shown multi-year growth; however, in Q3, home services spending on
the platform slowed, and financial services remained challenged. We believe these weaker
enterprise demand trends will likely persist for at least the coming quarters, constraining near-
term revenue growth.

We now anticipate revenue growth to be approximately flat for the full year 2023, limiting the
potential for near-term adjusted EBITDA margin improvement despite Q3 adjusted EBITDA of
($20M) finishing in-line with our guidance. This more muted near-term growth trajectory reflects
neither our desired progress nor the strength of the long-term drivers of our business.

Our focus is therefore squarely on performance through 2024. Performance for neighbors
seeking relevant and timely content. Performance for advertisers seeking reach and ROI. And
performance for shareholders seeking a clear path to free cash flow® generation. To achieve that
performance, we aim to:

Add more Verified Neighbors in 2024 than we did in 2023, with the majority coming
organically via word of mouth, digital neighbor and business invitations and sharing of unique
Nextdoor content.

Deliver improved formats, targeting and tools for advertisers, and improved yield on our
ad inventory.

In Q4, we plan to introduce the ability for Nextdoor Ads Manager advertisers to create and
run video ads and lead generation ad campaigns served by Nextdoor Ad Server.

During Q4, we plan to migrate an increasing amount of ads delivery for Nextdoor Ads
Manager campaigns to Nextdoor Ad Server, with a goal of serving substantially all demand
by the end of the year. We expect to continue to improve our pacing capabilities, and begin
our first tests of delivery optimization based on click prediction.

By mid-2024, we seek to offer delivery optimization capabilities to all Nextdoor Ads
Manager advertisers, equipping us to scale performance campaigns in 2024 and beyond.

Accelerate the path to free cash flow breakeven by taking the immediate action of executing
a reduction in force impacting approximately 25% of our workforce, aligning our expenses
with our near-term trajectory and long-term priorities. We are targeting a reduction in current
GAAP personnel expenses of up to $60 million annually, and non-GAAP personnel expenses of
approximately $45 million annually.

With a streamlined cost structure, healthy balance sheet, momentum at the top and bottom of
the engagement funnel, and clear ad platform milestones, we believe we will be equipped to
deliver quarterly free cash flow breakeven by the end of 2025.

5. We define free cash flow as cash flow from operating activities less capital expenditures. 5



Outlook & Foundations

For Future Growth
2023 guidance

Q4 2023 Outlook
We expect Q4 2023 revenue in a range between $50 million and $52 million.

We expect Q4 adjusted EBITDA in a range between ($21) million and ($19) million, excluding
the impact of one-time expenses related to our cost reduction plan.

FY 2023 Outlook

We expect FY 2023 revenue in a range between $213 million and $215 million, flat to slightly
higher vs. FY 2022.

We expect FY 2023 adjusted EBITDA in a range between ($81) million and ($79) million,
excluding the impact of one-time expenses related to our cost reduction plan.

Even though near-term uncertainty exists, we are equipped to deliver long-term value in a
number of ways:

We have levers—and momentum—at multiple stages of the user funnel. Neighbors are joining
organically, and at increasing scale: New unpaid Verified Neighbor additions are up 32%
quarter-over-quarter and 23% year-over-year, continuing to make up nearly all of total new
neighbors on the platform. Session depth is up approximately 30% year-over-year, highlighting
the increasingly personalized content on the platform.

Nextdoor’s fully verified audience, high-intent signals, and unique location data offer a
compelling value proposition. Nextdoor’s combination of location-specific and context-based
advertising enables us to connect neighbors to relevant ads. Additionally, as marketers prepare
for cookie-less tracking, we are well positioned to help them drive business outcomes. The
value of this audience will be amplified as the capabilities of our proprietary ad stack become
more broadly available.

Our local knowledge graph and neighbor-labeled data provides an Al edge. Since 2022, the
number of active machine learning models in our products has increased by approximately 10x,
and the number of successful model experiments has increased by approximately 100x. We
prioritize velocity and breadth of different large language models (LLMs) across markets and
user needs. These LLMs are built on our proprietary local knowledge graph and play a key role
driving future neighbor growth and engagement.

Nextdoor is uniquely positioned for recovery in our core verticals. While some financial
services, real estate and home services advertisers are reducing budgets, we continue to grow
our overall advertiser base and see strong customer retention. Given that, we will see leverage
as those budgets begin to expand again.

Stability from our strong balance sheet and a clarified path to breakeven. This gives us the
ability to invest prudently under any conditions.

For additional detail on our progress against our three core focus areas, and on our financial
results, please see the following pages.



Scaling New Channels For
Verified Neighbor Growth

We are growing the number of neighbors and organizations on
Nextdoor, creating viral growth loops through invites, content sharing,
and brand awareness initiatives. We are making significant progress
across each of these channels—in Q3, we added more Verified
Neighbors organically than in any other quarter in Nextdoor’s history.

Using invites to create viral growth loops for
neighbors and organizations globally

In Q3, the greatest contribution to neighbor growth was from the
evolution of our digital invite strategy. We launched the Neighbor
Hub, which transforms the invite tab into a more holistic neighbor
experience. Traffic to the Neighbor Hub is already approaching 1M
visits per week, contributing to over 100% year-over-year growth in

digital Neighbor-to-Neighbor invites.

Our invite-driven viral growth loops extend beyond neighbors.
Page-to-neighbor invites enable organizations such as local
businesses, nonprofits and public agencies to easily represent themselves, build a reputation by
inviting their customers to Fave and follow their Page on Nextdoor, which ultimately brings new
users to Nextdoor. In Q3, these page-to-neighbor invites grew by over 100% quarter-over-
quarter, and will continue to be a scalable organic growth channel that drives value for both
Neighbors and organizations. For example, guests who were asked by businesses to “Support
their local business” were willing to accept invites to join Nextdoor at a 1.6x rate.

Neighborhood Faves—the annual local
business awards in which Nextdoor
neighbors vote to celebrate their favorite
local businesses—are becoming more
central in the neighbor user experience
globally. This evolution is especially
notable given 94% of neighbors value
recommendations for products, services,
and businesses from their neighbors on
Nextdoor®. Following the Q2 US launch, in
Q3 we launched Neighborhood Faves in
the UK for the first time. The campaign
more than doubled the number of Faves
on the platform bringing the total to 1.3M
Faves in that market. We are still early in
our journey to educate businesses that
Faves is the currency for building
reputation in the neighborhood. In Q4, we
are taking further steps to demonstrate
that value by providing businesses with
visitor analytics, to help them measure
and grow their presence on the platform.

6. Based on a survey of US neighbors in Q2 2023.
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John from Bunny Bakery
To:

Would you mind supporting me
on Nextdoor?

Hi Abby,

Hope all is well.

I'm currently trying to generate some new
business. I'm hoping you'd be kind enough to give
my business a “Fave" on Nextdoor, the
neighborhood app, to help get the word out to our
other neighbors.

Sharing your support would be really appreciated
and valuable for our growth — thanks!

John from Bunny Bakery
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Driving growth from content that can’t be found anywhere else

In Q3, by leveraging OpenAl’s ChatGPT, we generated business recommendation summaries for
approximately 300K businesses. Summarizing all of the recommendations a business has received
enhanced the quality of business pages, which in turn increased SEO visits and new neighbor
registration rates. We see ample opportunity to scale this effort to continue driving top-of-funnel
neighbor growth. Further, in Q4, our Al-enhanced Neighborhood and City pages will help position
us to be the hub for discovering trusted information to learn more about the neighborhood and
stay up-to-date. We believe these Neighborhood and City pages represent an opportunity of
over 100 million searches per month, creating a natural channel for introducing new neighbors

to Nextdoor.

We also have significant opportunity to increase Verified Neighbor growth and engagement via a
developer platform that can enable many new use cases. Our Content API allows partners such as
Microsoft and The Weather Channel, to incorporate Nextdoor posts into their own websites and
apps, distributing Nextdoor content broadly to high-traffic sites. In turn, our content directs
traffic back to Nextdoor, which drives new Verified Neighbor growth from guests who seek to
engage with that content. Our partnership with Microsoft has driven millions of unique visitors

to Nextdoor, and in Q3, our integration with The Weather Channel rolled out nationwide.

Delivering More Relevant Local
Content To Neighbors

The sequential decline in WAU in Q3, while below our potential, also reflects a series of long-
term-oriented actions. Notably, in Q3, the focus of our notifications strategy shifted to better
calibrate: (1) relevance, and how far negative content can travel in notifications; (2) volume,
assessing limits based on user segments; and (3) control, providing Neighbors better settings and
user experience. We believe these changes will allow us to maintain long-term growth in WAU.

While year-over-year WAU growth slowed in Q3, increases in session depth accelerated. This
reflected an increasing number of content views as our engagement models consider a broader
range of neighbor contributions—including comments and reactions—to more effectively deliver
highly localized content.

We are also driving engagement in a way that increases transparency for neighbors and improves
efficiency in Nextdoor’s operations. In Q3, we launched our in-app account suspension appeals
experience. By bringing this experience into the app we created a more seamless experience for
neighbors and reduced manual review by 30%, driving both improved speed and efficiency.

Multiple paths for delivering more—and more engaging—content

In Q3, we used Al to personalize content by taking into account: (1) How neighbors engage with
notifications; (2) how often neighbors make different types of contributions such as comments,
reactions and chats; and (3) how neighbors engage with different types of posts, including For
Sale & Free. Taken together, these changes increased comments and replies, which, in turn,
increased the availability of more local and more timely content.



Al also continues to play a key role driving content creation. Nextdoor’s Post Assistant feature,
which is available to all neighbors in the US and the UK, improves neighbor communication by
suggesting post content that fosters community engagement. The selected use cases for the Post
Assistant—helping neighbors to find a service, and helping business owners and agencies to
promote their services—have an approximately 70% suggestion acceptance rate. Notably, SMB
authors are the most frequent users of the Post Assistant, with a rate exceeding that of neighbors
by more than 2x.

During the quarter we introduced a foundational shift in how we think about the content in our
Newsfeed, moving from a “Feed of Posts” to a “Feed of Activities.” Neighbors can make many
types of contributions on Nextdoor, and posts are just one of them. Instead of showing more
distant posts, we now show the nearby comment that was made on that post. This makes the
Newsfeed feel more local by highlighting the more proximate neighbor contribution. Adding a
broader range of activities also increases the pool of available fresh content for neighbors. Over
time, we will also introduce additional activity types into the feed, such as reactions and event
RSVPs, enabling us to surface increasingly lively and timely content.

Increasing utility across a range of surfaces

Increasing utility beyond the Newsfeed remains critical for driving
long-term engagement and monetization.

On our Discover surface neighbors can now use Nextdoor beyond
their own neighborhood. In Q3, we launched a moveable map
where neighbors can look at businesses, events, For Sale & Free
listings, and seasonal activations like the Treat Map, anywhere.
Neighbors now have a clearer content creation experience so they
know how their posts will be used on the map, they can center the
map to their mobile location, and snap back to their home in

one click.

On our For Sale & Free surface, we reduced friction in messaging
by enabling one-click messaging to make reaching out to a seller =
seamless. These and other changes contributed to an increase in
For Sale & Free ad impressions.

< Enable your location

Discover Los Angeles

Moveable Map



Delivering Advertiser Value and
Reducing Advertiser Effort

Q3 revenue of $56 million reflected momentum among SMB customers and slowing spend
among some larger advertisers.

Beginning in July, 100% of ads from US SMB advertisers were served via Nextdoor Ad Server.
This allowed us to develop and release a new pacing algorithm specifically for smaller budgets,
enabling increased reach and smoother delivery throughout their campaigns, increasing budget
utilization and revenue retention. For larger advertisers not yet serving via Nextdoor Ad Server,
we launched a Conversion API (CAPI) to enable them to better understand the value of their
Nextdoor ads and providing us better data for optimizing their campaigns.

In conjunction with the continued roll out of Nextdoor Ads Manager and its accompanying
campaign management API, we remain focused on increasing awareness by continuing to expand
relationships with advertising agencies. More than half of new global enterprise accounts added
to the platform in the quarter had an agency relationship. We expect these relationships will
continue to allow us to efficiently activate new logos and increase customer diversity. In Q3, this
progress was most visible internationally.

Nextdoor Ad Server: The foundation of advertiser performance

The Nextdoor Ad Server is the foundation for delivering advertiser performance and for
increasing ARPU growth through improved revenue yields. In Q3, we delivered in two key areas.
First, we developed more sophisticated pacing methods to better deliver ads over the course of a
day and the course of a campaign. Second, we built the core components required for
performance optimization, so that we can begin experimenting with this capability later in Q4.

Our work in Q3 also prepares us to serve substantially all Nextdoor Ads Manager demand on the
Nextdoor Ad Server by the end of Q4. Given a subset of mid-market advertisers are already using
the Nextdoor Ads Manager, this effectively serves as the first phase of our migration of mid-
market customers.

We have been working with Nextdoor as a channel for our advertising focusing on the zip
codes that we service. With the new system we now have complete visibility into our
advertising investment and can measure ROI easily. Creating and managing ads has become
much easier than before. We have increased our advertisement spending with Nextdoor by
several fold now with the new system.”

Ali Tehranchi, Bay Scenery, a newly migrated Nextdoor Ads Manager Customer

10



Nextdoor Ads Manager:
Key to reducing advertiser effort

We built features and functionality with large advertisers and
their agency partners in mind. This includes releasing user roles
and permissions, creative duplication, pixel tooling, audience
exclusions, ad credit tooling, and multi-edit functionality in
Nextdoor Ads Manager.

In Q3, in partnership with Oracle Advertising, we experimented
with contextual targeting, further improving the ability to align
customer messaging to relevant conversations. We also offered
even greater transparency and controls to advertisers on the
platform, enabling advertisers to deliver high-performance ads in
a safe and highly relevant environment.

In Q4, we expect to deliver our first lead generation and video ad
formats created in Nextdoor Ads Manager and served via
Nextdoor Ad Server. Additionally, we expect to develop improved
functionality for invoicing, daily reporting, and audit logging in
Nextdoor Ads Manager. Finally, we plan to test our first
experiments with performance optimization.

gl Q Search Nextdoor

Rosalie’s Donuts

Get our new MVP discount!
Reach new heights with a part time, high impact
EMBA program designed for Senior lea

Offer ends August 29

3 April Curtis

Foster homes for deserving pups needed! Hello-
We currently have a 7Ib dachshund and a yorkie
mix that need foster homes. Please open your
hearts and homes and you will be rewarde... more

§5 Farmer's market

Expanded contextual targeting

As we look forward to 2024, we want Al to play a role in both the Nextdoor advertiser
experience and our underlying ad serving. We plan to pilot and iterate our Al assistant geared to
simplify and enhance ad creation. We also expect to continue our investment in performance
optimization leveraging data from advertisers and our proprietary platform data.

Virgin Active—a popular chain of health clubs in the UK—ran with
Nextdoor for the first time in Q1 2023. They began with an initial test
budget, then doubled their spend as a result of CTRs that were nearly
30% above Nextdoor’s benchmark. Taking advantage of Nextdoor’s
high-intent audience to drive sign-ups among new users, Virgin
Active has continued to spend, again increasing their budget in Q3.

Nextdoor was a great fit for localised targeting and reaching an
engaged audience with a strong CTR. We were pleased to get our
message across that there's something for everybody at Virgin Active!

)

Dipak Mistry, Head of Performance Marketing

. Search Nextdoor
Virgin Active

At Virgin Active there’s something for
everybody.

Whether you like to work up a sweat in a strength
and conditioning class or tone your limbs in Pilates
and then head to the spa.

It
all

counts

First 2 Months Free T&Cs Apply Join Today
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One of Q3's biggest standouts was
Honda Motors, which increased spend
156% quarter-over-quarter in the UK. In
Q3, Honda launched local dealership
activity. While primarily an awareness
campaign, Honda also measured events
including: Find a dealer, book a test drive,
and request a brochure as additional
KPIs. Nextdoor achieved a cost per lead
(CPL) more than 50% below the goal set
by the agency.

Q, Search Nextdoor

() Honda
uwonoa  Sponsored

Experience the feeling of the Honda HR-V
London residents the HR-V is the best of all
worlds. Find out about its Instant response, hybrid
efficiency, and smooth cruising - three different
modes at your fingertips all powered by Honda.

The Honda HR-V is here | Learn More ’
L )

Groundworks®, the nation's leading foundation
and water management solutions company, with a
combined 21 brands and 56 branches across the
US, has been advertising with Nextdoor since 2021.
Together, Groundworks and Nextdoor produced
significant growth in new lead volume in Q2. As a
result of the Q2 campaign success, Groundworks®
shifted budget from two competitor platforms to
increase spending on Nextdoor in Q3, including on
a brand takeover that delivered a clickthrough rate
(CTR) nearly 2x Nextdoor's benchmark.

Q. Search Nextdoor PN (Wop N 4]

Alpha Foundations
~ Sponsored

Hey Jacksonville! Does your home have a crawl
space?

We know how important it is to keep your home
safe and healthy. That's why we're offering
neighbors a free, no-obligation, inspection.

~

Schedule Your Free Inspection (
P Get Quote

Today!

Our API and partner strategy continue to deliver advertiser value

At the end of Q3, we launched our Conversion APl (CAPI), which receives information on online
and offline transactions to improve attribution capabilities, giving advertisers maximum visibility
into return on ad spend (ROAS). Building on Nextdoor’s conversion pixel capabilities, the CAPI
allows advertisers to gain further insight into how media campaigns on Nextdoor drive online to
offline action, providing the ability to assign conversion on Nextdoor. This attribution will play an
important role in both attracting new advertisers, and scaling existing advertiser budgets.

Brand safety—and the need to build and maintain brand equity broadly—is also top of mind for
advertisers of all types. In Q3, we completed full brand safety integrations with Oracle Moat,
leading to increased market traction with high profile brands, particularly within the retail and

CPG categories.

12



Q3 2023 Financial Discussion

Revenue

Revenue

Q3 revenue was $56M, an increase of 4% year-over-year.
Strength from small business advertisers, growing

relationships with advertising agencies, and resilience in
verticals such as technology & telecommunications and
healthcare offset slowing home services spend and
continued headwinds in financial services.

Operating expenses

In Q3, GAAP operating expenses were $100M, an increase

of 11% year-over-year. The growth in operating expenses Q32022 Q32023
was primarily driven by increased personnel costs in product
development and sales, partially offset by an overall
reduction in marketing expenses.

Cost of revenue was $11M, up 9% year-over-year. In Q3,
cost of revenue represented 19% of revenue, an increase of
1 percentage point from the year-ago period, primarily
driven by third-party hosting costs.

Operating Expenses
Research and development expenses were $40M, or 71% of
revenue, up 19% year-over-year. The growth was driven
primarily by increased headcount and personnel costs

$100M
$90M
related to our engineering, data science, and product

management teams. Q32022 Q32023

Sales and marketing expenses were $31M, or 54% of

revenue, up 5% year-over-year. The increase was driven by

personnel-related costs due to headcount growth in the sales organization. This was partially
offset by lower marketing costs associated with neighbor acquisition as focus continues to
shift to product-led growth channels.

General and administrative expenses were $20M, or 35% of revenue, up 8% year-over-year,
driven primarily by an increase in personnel-related costs, partially offset by a decrease in
other expenses.

Total non-GAAP operating expenses were $76M, or 135% of revenue, up 6% year-over-year’.

7. A reconciliation of non-GAAP metrics used in this letter to their most comparable GAAP measures is provided at the end of this letter. 13



Earnings

Net loss was $38M, representing a (68%) margin, compared
to $35M and a (64%) margin in the year-ago period. An
increase in operating loss was partially offset by an increase
in interest income.

Q3 adjusted EBITDA loss was $20M, representing a (35%)
margin, compared to $18M and a (34%) margin in the year-
ago period. Non-GAAP operating expense growth of 6%
year-over-year slightly outpaced revenue growth, driving
margins down slightly compared to the year ago period. This
non-GAAP expense growth was driven primarily by hiring
within select R&D and sales teams, offset in part by more
efficient neighbor acquisition.

Balance sheet and cash flows

We ended the period with $540M in cash, cash equivalents,
and marketable securities. In Q3, cash used in operations
reflected an increase in net loss, offset in part by an increase
in interest income. For the nine months ended

September 30, 2023, cash used in operations was $44M
compared to $41M in the year-ago period.

Net Loss

Q3 2022 Q32023

(64%) Margin (68%) Margin

($35M) ($38M)

Adjusted EBITDA

Q3 2022 Q32023

(34%) Margin (35%) Margin

($18M)

($20M)

14



Q3 Conference Call and Webcast

We will host a Q&A webcast at 2:00 pm PT/5:00 pm ET today, November 7, 2023, to discuss
these results and outlook. An audio webcast archive will be available following the live webcast
for approximately one year on Nextdoor’s Investor Relations website at fnvestors.nextdoor.cor.
Thank you for your support in building stronger neighborhoods across the globe and for being
active neighbors in your neighborhood. We look forward to your questions and comments

this afternoon.

We use our Investor Relations website (jnvestors.nextdoor.co
our Linkedin Home Page (linkedin.com/company/nextdoor-com), and Sarah Friar’s LinkedIn posts
(linkedin.com/in/sarah-friar-922b044) as a means of disseminating or providing notification of,
among other things, news or announcements regarding our business or financial performance,
investor events, press releases, and earnings releases and as a means of disclosing material
nonpublic information and for complying with our disclosure obligations under Regulation FD.
The content of our websites and information that we may post on or provide to online and social
media channels, including those mentioned above, and information that can be accessed through
our websites or these online and social media channels are not incorporated by reference into
this shareholder letter or in any report or document we file with the SEC, and any references to
our websites or these online and social media channels are intended to be inactive textual
references only.

, our X handle (x.com/Nextdoot),

15


http://investors.nextdoor.com
https://investors.nextdoor.com
https://x.com/Nextdoor
https://linkedin.com/company/nextdoor-com
https://linkedin.com/in/sarah-friar-922b044

It starts with a wave

investors.nextdoor.com



https://investors.nextdoor.com/home/default.aspx

Safe Harbor Statement

This shareholder letter includes forward-looking statements, which are statements other than
statements of historical facts and statements in the future tense. These statements include, but
are not limited to, statements regarding our future performance and our market opportunity,
including expected financial results for the fourth quarter of 2023 and full year 2023, trends and
expectations regarding our business and operating results, our expectations on Verified Neighbor
growth, the expected cost reductions associated with the reduction in force, our business strategy
and plans, and our objectives and future operations, including our expansion into new markets.

Forward-looking statements are based upon various estimates and assumptions, as well as
information known to us as of the date of this shareholder letter, and are subject to risks and
uncertainties. Accordingly, actual results could differ materially due to a variety of factors,
including: our ability to scale our business and monetization efforts; our ability to expand business
operations abroad; our limited operating history; risks associated with managing our growth; our
ability to achieve and maintain profitability in the future; the effects of the highly competitive
market in which we operate; the impact of macroeconomic conditions on our business; our ability
to attract new and retain existing customers and users, or renew and expand our relationships
with them; our ability to anticipate and satisfy customer preferences; market acceptance of our
platform; our ability to successfully develop and timely introduce new products and services; our
ability to achieve our objectives of strategic and operational initiatives; cybersecurity risks to our
various systems and software; the impact of privacy and data security laws; and other general
market, political, economic, and business conditions.

Additional risks and uncertainties that could affect our financial results and business are more
fully described in our Quarterly Report on Form 10-Q for the period ended June 30, 2023 filed
with the SEC on August 8, 2023, our Quarterly Report on Form 10-Q for the period ended
September 30, 2023, expected to be filed on or about November 7, 2023, and our other SEC

filings, which are available on the Investor Relations page of our website at
[nvestors.nextdoor.cor and on the SEC’s website at .

All forward-looking statements contained herein are based on information available to us as of
the date hereof and you should not rely upon forward-looking statements as predictions of future
events. The events and circumstances reflected in the forward-looking statements may not be
achieved or occur. Although we believe that the expectations reflected in the forward-looking
statements are reasonable, we cannot guarantee future results, performance, or achievements.
We undertake no obligation to update any of these forward-looking statements for any reason
after the date of this shareholder letter or to conform these statements to actual results or revised

expectations, except as required by law. Undue reliance should not be placed on the forward-
looking statements in this shareholder letter.

A note on guidance

We have not reconciled our adjusted EBITDA and adjusted EBITDA margin outlook to GAAP net
loss or GAAP net loss margin because certain items that impact GAAP net loss and GAAP net loss
margin are uncertain or out of our control and cannot be reasonably predicted. In particular,
stock-based compensation expense is impacted by the future fair market value of our common
stock and other factors, all of which are difficult to predict, subject to frequent change, or not
within our control. The actual amount of these expenses during 2023 will have a significant
impact on our future GAAP financial results. Accordingly, a reconciliation of adjusted EBITDA
outlook to net loss and adjusted EBITDA margin to GAAP net loss margin is not available

without unreasonable efforts. .
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Condensed Consolidated

Balance Sheets

in thousands, except per share data (unaudited)

Assets

Current assets:
Cash and cash equivalents
Marketable securities

Accounts receivable, net of allowance of $441 and $422 as of September 30, 2023 and
December 31, 2022, respectively

Prepaid expenses and other current assets
Total current assets
Restricted cash, non-current
Property and equipment, net
Operating lease right-of-use assets
Intangible assets, net
Goodwill
Other assets
Total assets

Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable
Operating lease liabilities, current
Accrued expenses and other current liabilities
Total current liabilities
Operating lease liabilities, non-current
Other liabilities, non-current
Total liabilities

Stockholders’ equity:

Class A common stock, $0.0001 par value; 2,500,000 shares authorized, 180,104 and
153,693 shares issued and outstanding as of September 30, 2023 and December 31,
2022, respectively

Class B common stock, $0.0001 par value; 500,000 shares authorized, 203,417 and
218,029 shares issued and outstanding as of September 30, 2023 and December 31,
2022, respectively

Additional paid-in capital

Accumulated other comprehensive loss

Accumulated deficit

Total stockholders’ equity

Total liabilities and stockholders’ equity

September 30,
2023

$ 48,444
491,283

29,991

11,052

580,770

11,171

9,050

58,123

1,746

1,211

8,029

$ 670,100

$ 3,307
6,021

25,313

34,641

62,011

267

96,919

18

20
1,300,845
(2,212)
(725,490)
573,181

$ 670,100

$

$

$

December 31
2022

55,236
528,067

29,770
12,185
625,258
11,818
52,555
3,067
1,211
5,653
699,562

4,535
7,766
22,362
34,663
53,831

88,494

15

22

1,231,482
(2,196)
(618,255)

611,068

699,562
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Condensed Consolidated
Statements of Operations

in thousands, except per share data (unaudited)

Revenue
Costs and expenses:
Cost of revenue
Research and development
Sales and marketing
General and administrative
Total costs and expenses
Loss from operations
Interest income
Other income (expense), net
Loss before income taxes
Provision for income taxes
Net loss

Net loss per share attributable to Class A and Class B
common stockholders, basic and diluted

Weighted average shares used in computing net loss per
share attributable to Class A and Class B common
stockholders, basic and diluted

$

56,092

10,723
39,649
30,564
19,532
100,468
(44,376)
6,766
(217)
(37,827)
289
(38,116)

(0.10)

381,482

$

Three Months Ended September

2023 2022

53,954

9,882
33,398
29,000
18,066
90,346

(36,392)

2,703

(709)
(34,398)
319
(34,717)

(0.09)

377,756

$

162,752

31,074
109,748
91,159
55,401
287,382
(124,630)
18,635
(526)
(106,521)
714
(107,235)

(0.28)

376,832

$

$

$

Nine Months Ended September

2023 2022

159,495

29,124
95,057
92,688
50,499
267,368
(107,873)
5,347
(1,602)
(104,128)
380
(104,508)

(0.27)

381,571
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Condensed Consolidated

Statements of Cash Flows

in thousands (unaudited)

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization
Stock-based compensation
Bad debt expense
Accretion of investments
Other
Changes in operating assets and liabilities:
Accounts receivable, net
Prepaid expenses and other assets
Operating lease right-of-use assets
Accounts payable
Operating lease liabilities
Accrued expenses and other liabilities
Net cash used in operating activities
Cash flows from investing activities
Purchases of property and equipment
Purchases of marketable securities
Sales of marketable securities
Maturities of marketable securities
Loan to Opportunity Finance Network
Net cash provided by (used in) investing activities
Cash flows from financing activities
Proceeds from exercise of stock options
Proceeds from issuance of common stock under employee stock purchase plan
Payment of transaction costs related to the Reverse Recapitalization
Tax withholdings on release of restricted stock units
Repurchase of common stock
Prepayment under share repurchase program
Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash, cash equivalents, and restricted cash at beginning of period
Cash, cash equivalents, and restricted cash at end of period

Nine Months Ended September 30,

2023

$ (107,235)

4,356
60,735
75
(6,505)
245

(296)
2,815
3,539

(1,228)
(4,230)
3,393
(44,336)

(268)
(454,897)
81,266
416,587
(2,500)
40,188

6,676
2,016

(237)

8,455

72

4,379

55,236

$ 59,615

2022

(104,508)

4,169
46,957
(40)
954
(1,631)

2,750
5,806
5,120
(445)
(5,280)
5,351
(40,797)

(2,182)
(555,052)
7,822
224,005

(325,407)

11,219
1,430
(314)
(695)
(77,232)
(68)
(65,660)
783
(431,081)
521,812
90,731
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Non-GAAP Financial Measures

To supplement our condensed consolidated financial statements, which are prepared in accordance with
GAAP, we present non-GAAP cost of revenue, non-GAAP research and development, non-GAAP sales and
marketing, non-GAAP general and administrative, adjusted EBITDA and adjusted EBITDA margin in this
shareholder letter. Our use of non-GAAP financial measures has limitations as an analytical tool, and these
measures should not be considered in isolation or as a substitute for analysis of financial results as reported
under GAAP.

We use these non-GAAP financial measures in conjunction with financial measures prepared in accordance
with GAAP for planning purposes, including in the preparation of our annual operating budget, as a measure
of our core operating results and the effectiveness of our business strategy, and in evaluating our financial
performance. These measures provide consistency and comparability with past financial performance,
facilitate period-to-period comparisons of core operating results, and also facilitate comparisons with other
peer companies, many of which use similar non-GAAP financial measures to supplement their GAAP results.
In addition, adjusted EBITDA is widely used by investors and securities analysts to measure a company's
operating performance. We exclude the following items from one or more of our non-GAAP financial
measures: stock-based compensation expense (non-cash expense calculated by companies using a variety of
valuation methodologies and subjective assumptions), depreciation and amortization (non-cash expense),
interest income, provision for income taxes, and, if applicable, acquisition-related costs.

Investors are cautioned that there are material limitations associated with the use of non-GAAP financial
measures as an analytical tool. In particular, (1) stock-based compensation expense has recently been, and
will continue to be for the foreseeable future, a significant recurring expense for our business and an
important part of our compensation strategy, (2) although depreciation and amortization expense are non-
cash charges, the assets subject to depreciation and amortization may have to be replaced in the future, and
our non-GAAP measures do not reflect cash capital expenditure requirements for such replacements or for
new capital expenditure requirements, and (3) adjusted EBITDA does not reflect: (a) changes in, or cash
requirements for, our working capital needs; (b) interest expense, or the cash requirements necessary to
service interest or principal payments on our debt, which reduces cash available to us; or (c) tax payments
that may represent a reduction in cash available to us. The non-GAAP measures we use may be different
from non-GAAP financial measures used by other companies, limiting their usefulness for comparison
purposes. We compensate for these limitations by providing specific information regarding the GAAP items
excluded from these non-GAAP financial measures. A reconciliation of these non-GAAP measures has been
provided below:
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Non-GAAP Financial Measures

in thousands (unaudited)

Three Months Ended September 30, Nine Months Ended September 30,
2023 2022 2023 2022
Net loss $ (38,116) $ (34,717) $ (107,235) $  (104,508)
% Margin (68%) (64%) (66%) (66%)
Depreciation and amortization $ 1,451 $ 1,465 $ 4,356 $ 4,169
Stock-based compensation 23,343 17,270 60,735 46,957
Interest income (6,766) (2,703) (18,635) (5,347)
Provision for income taxes 289 319 714 380
Adjusted EBITDA $ (19,799) $ (18,366) $ (60,065) $ (58,349)
% Margin (35%) (34%) (37%) (37%)
Cost of Revenue Reconciliation:
Cost of Revenue, GAAP $ 10,723 $ 9,882 $ 31,074 $ 29,124
Stock-based compensation (835) (732) (2,311) (1,9006)
Cost of Revenue, Non-GAAP $ 9,888 $ 9,150 $ 28,763 $ 27,218
% of revenue, GAAP 19% 18% 19% 18%
% of revenue, Non-GAAP 18% 17% 18% 17%
Research and Development Reconciliation:
Research and Development, GAAP $ 39,649 $ 33,398 $ 109,748 $ 95,057
Stock-based compensation (12,107) (9,630) (31,804) (25,914)
Depreciation and amortization (496) (5006) (1,485) (1,443)
Research and Development, Non-GAAP $ 27,046 $ 23,262 $ 76,459 $ 67,700
% of revenue, GAAP 71% 62% 67% 60%
% of revenue, Non-GAAP 48% 43% 47% 42%
Sales and Marketing Reconciliation:
Sales and Marketing, GAAP $ 30,564 $ 29,000 $ 91,159 $ 92,688
Stock-based compensation (3,582) (2,621) (9,140) (7,617)
Depreciation and amortization (785) (770) (2,344) (2,219)
Sales and Marketing, Non-GAAP $ 26,197 $ 25,609 $ 79,675 $ 82,852
% of revenue, GAAP 54% 54% 56% 58%
% of revenue, Non-GAAP 47% 47% 49% 52%
General and Administrative Reconciliation:
General and Administrative, GAAP $ 19,532 $ 18,066 $ 55,401 $ 50,499
Stock-based compensation (6,819) (4,287) (17,480) (11,520)
Depreciation and amortization (170) (189) (527) (507)
General and Administrative, Non-GAAP $ 12,543 $ 13,590 $ 37,394 $ 38,472
% of revenue, GAAP 35% 33% 34% 32%
% of revenue, Non-GAAP 22% 25% 23% 24%
Total Operating Expenses Reconciliation:
Operating Expenses, GAAP $ 100,468 $ 90,346 $ 287,382 $ 267,368
Stock-based compensation (23,343) (17,270) (60,735) (46,957)
Depreciation and amortization (1,451) (1,465) (4,356) (4,169)
Total Operating Expenses, Non-GAAP $ 75,674 $ 71,611 $ 222,291 $ 216,242
% of revenue, GAAP 179% 167% 177% 168%
% of revenue, Non-GAAP 135% 133% 137% 136%
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