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TO OUR SHAREHOLDERS, CUSTOMERS, AND PARTNERS: 

F5 enables and protects the applications and APIs that power the largest companies and service providers 
across the globe. We are on a mission to bring a better digital world to life, and we are doing so, empowering 
employee collaboration and securing the dynamic, responsive digital experiences we all have come to expect. 

The way enterprises think about and deploy applications has changed radically in just the last several years. 
Not that long ago, all business applications were deployed and managed within a company’s own data centers. 
Today, our customers are managing a higher volume of applications, distributed across on-premises data centers, 
various public clouds, and even at the network edge. In fact, 88% of our customers report that they are currently 
operating across multiple environments. As a result, our customers are grappling with a more intricate set of 
challenges. The expanding number of applications across distributed environments demands specifi c expertise 
and tools for each environment, which adds operational complexity and costs. At the same time, this expanded 
landscape provides cybercriminals with more potential targets, amplifying security concerns. This complexity 
is further intensifi ed by the rapid growth in the number of applications, a growth trajectory that is poised to 
accelerate signifi cantly with the anticipated widespread adoption and proliferation of artifi cial intelligence (AI).

As we enter 2024, F5 is strategically positioned to support our customers as they navigate these escalating 
challenges within a rapidly evolving landscape. Our innovation and product portfolio evolution over the last 
several years have been aimed at addressing exactly these challenges head on. We are the only company 
capable of securing, delivering, and optimizing any application and any API, regardless of their location—be 
it in a data center, any one of the public clouds, or at the network edge. Amidst a complex web of environments 
and solutions, F5 empowers customers to establish a consistent security posture across all their applications, 
thereby enhancing security, streamlining operations, and reducing costs. Moreover, we are unifying our solutions 
to provide customers with unprecedented levels of visibility, manageability, and automation. 

Though 2023 was a challenging year for F5 and the world at large, we once again delivered record revenue 
with $2.8 billion in sales. Demand for our solutions was tempered, however, by extreme spending caution from 
our customers as they contemplated macroeconomic uncertainty, rising interest rates, and the impact 
of geopolitical confl icts. 

We adjusted to these environmental challenges with a view toward delivering on our commitment to double-digit 
earnings growth. In April of 2023, we implemented cost reductions, eliminating projects with more speculative 
or longer-term returns. We also executed a 9% reduction in force, impacting 623 of our colleagues. 

The combination of our cost reductions, our success in overcoming the supply chain challenges that so 
signifi cantly impacted 2022, and our strong operating discipline drove meaningful gross and operating margin 
improvement during 2023, enabling us to achieve 15% non-GAAP earnings growth, with revenue growth of 4%.



In addition, there are many positives to cite from the year, including: 

• For the second consecutive year, software accounted for at least 50% of our total product revenue. 
This showcases that our success in diversifying and expanding our solutions portfolio is rooted in a 
purposeful and strategic approach that aligns well with customer requirements. 

• Despite the challenging IT-spending environment, our subscription renewals performed largely to plan,  
a strong signal that customers are getting the value they expect from our software solutions. 

• For the second consecutive year, we delivered more than $1 billion in security-related revenue.

• Our recently launched F5 Distributed Cloud Services’ SaaS offerings are gaining traction with both new 
and existing customers. In fact, we ended the year with more than 500 customers using the platform,  
an increase of more than 200% since the end of 2022. 

• Fortune recognized our Board of Directors as the #1 most Modern Board. Fortune examined expertise, 
independence, diversity, and tenure of board membership to assess innovation, which is correlated with 
high performance.

In summary, in 2023 we leveraged and built upon our strengths to deliver on our commitments to our customers 
and our shareholders. I will use the rest of this letter to recap our fiscal year financial results in more detail, and  
to highlight several key elements of our strategy. I will conclude with thoughts about the year ahead.

1 Fiscal year 2023 non-GAAP net income and net income per share excludes $237 million in stock-based compensation, $53 million in 
amortization and impairment of purchased intangible assets, $15 million in acquisition-related charges, $7 million in facility-exit costs, and 
$65 million in restructuring charges.

OUR FINANCIAL PERFORMANCE 

As I noted, we delivered $2.8 billion in fiscal year 2023 revenue, representing 4% year-over-year growth, driven  
by 1% product growth and 7% global services growth. 

Faced with a demand environment that was softer than initially anticipated, we took decisive action to align our 
operating model accordingly. Through operating discipline, including the previously mentioned cost reductions, 
we achieved fiscal year 2023 GAAP net income of $395 million, or $6.55 per share. We delivered non-GAAP net 
income of $705 million, or $11.70 per share, representing 15% growth from fiscal year 2022, underscoring  our 
commitment to profitability.1 

Cash flow from operations also remained very strong, at approximately $653 million for the year. Furthermore, 
we fulfilled our commitment to shareholders by returning 58% of our annual free cash flow via share repurchases, 
surpassing our 50% minimum pledge.



DELIVERING ON OUR STRATEGY

We are creating a global and diverse team that is both  
human first and high performance

Our strong culture underpins our ability to continue to grow and evolve. We have worked to create a truly unique 
and inclusive culture that values our employees as humans first. Our culture—and the employee engagement  
it engenders—is a significant competitive strength for F5 and is therefore a key component of our strategy.  
Our approach resonates with both prospective and current employees, setting F5 apart from other employers  
and underpinning our consistently low attrition rates. Notably, in fiscal year 2023 we experienced 6.9% attrition, 
well below the industry average of 10.7%.

Over the last several years, like many employers, we have had to adapt to working and collaborating in a hybrid 
office-and-remote work model. We have done so successfully, by embedding our BeF5 behaviors and our LeadF5 
principles into our systems, processes, decisions, and conversations—constantly reinforcing, recognizing, and 
rewarding desired behaviors. 

Also like many organizations, in 2023 we began the process of bringing employees back to the office, a change 
we believe is critical to retaining our culture, driving innovation, increasing knowledge sharing, and fostering 
connections—all in the service of achieving high performance. Recognizing the potential impact of this change, 
we conducted extensive research, including running pilots in our Paris and Seattle offices, soliciting employee 
feedback, evaluating best practices, and learning from other organizations’ approaches. Beginning October 1, 
2023, we require employees near an F5 office with 30 or more employees to spend 30 days in the office per 
quarter. This approach enables leaders to drive in-office presence when it matters most, while offering  
continued flexibility to employees.

We measure employee sentiment through employee surveys, which we conduct via a third-party provider.  
Given 2023’s challenging environment, we expected that our employee survey would show a decline in key 
sentiment metrics. As of June 2023, employee favorability on one of our key metrics, “I feel a sense of belonging 
at F5” declined to 76% compared to 84% a year prior. Employee comments in the survey indicate that changes 
related to the April 2023 reduction in force, our return to office policy, and incentive plans were among the key 
reasons for the decline.

However, employees continue to feel positively about important elements of their F5 experience, reporting high 
trust in their managers (89% favorable) and that diverse perspectives are valued and encouraged (88% favorable). 



In addition, 83% of employees favorably rate “I am proud to work for F5,” and 87% of employees favorably rate  
“At F5, employees are treated equally and fairly regardless of their background.”

We will continue to use these surveys to understand where we need to concentrate our efforts and programs 
going forward, to ensure we are maintaining key elements of our culture and employee trust. 

Critical to both our culture and employee trust is our commitment to create a more diverse and inclusive 
workplace. F5 believes our differences—when embraced with humility and respect—drive smarter decisions, 
stronger performance, increased innovation, and a culture where everyone can be themselves and reach their 
full potential. While other companies have pulled back on diversity, equity, and inclusion initiatives, we continue 
to focus on our strategic framework, called “IDEA”: Inclusion, Diversity, Equity and Allyship. Each concept in IDEA 
requires engagement at all levels of the organization and is embedded in our ways of working. For example, in 
fiscal year 2023, worldwide membership in our six Employee Inclusion Groups (EIGs) grew by over 5%, resulting 
in active EIG participation from over 40% of all F5 employees. In addition, our ongoing investment in professional 
development programs resulted in women representing 76% of participants in our Sponsorship program. The 
combination of a challenging macro environment and the resulting slowdown in our overall hiring contributed 
to us falling short of our four ambitious diversity and inclusion targets for the year, which also represent 10% of 
our Executive Leadership Team’s cash incentives. (For more detailed information about our Diversity & Inclusion 
programs, please view our 2023 D&I Report.)

Our ESG efforts remain core to how we do business 

At F5, we care deeply not just about what we do, but how we do it. Our commitment to Environmental, Social, and 
Governance (ESG) programs extends from the environmental sustainability of our products and operations to the 
wellbeing of our employees and our communities and reflects our guiding principle to ‘‘do the right thing.’’ 

Environmental. In fiscal year 2023, we expanded our environmental initiatives by committing to a science-
based target. We submitted our target for verification to the Science Based Target Initiative, outlining our 
commitment to reduce absolute Scope 1 and 2 emissions by 50%, and to reduce absolute Scope 3 emissions 
by 43% by 2030 from a 2021 baseline. We plan to reduce our operational emissions, referred to as Scope 1  
and 2, by sourcing more renewable energy and improving our offices’ energy efficiency. We have identified 
that the majority of our emissions come from the value chain, referred to as Scope 3. Achieving our science-
based target will require us to prioritize more sustainable design and energy performance in our products  
and services, followed by decarbonizing our supply chain.

Social. In addition to investing in our employees, we continue to prioritize F5 Global Good, the community 
development initiative that amplifies our employee engagement and diversity and inclusion programs. In fiscal 
year 2023, more than half of all our employees participated in Global Good programs, volunteering more than 
10,400 hours and directing the entirety of F5’s philanthropic donations, through both the Company matching 
program and grant selection committees. Combined, F5 and its employees donated more than $3.8 million to 
over 3,000 non-profits worldwide in fiscal year 2023.

Governance. Our guiding principle to do the right thing for each other, our customers, our shareholders,  
and our communities is set forth in F5’s Code of Business Conduct and Ethics, compliance training programs, 
and most importantly, in the behaviors and principles by which we measure all employees: BeF5 and LeadF5. 
The Nominating and ESG Committee of the Board of Directors oversees our ESG programs and reviews 
our ESG strategy, disclosures, and metrics each quarter. In fiscal year 2023, F5 completed its first Double 



Materiality Assessment, based on industry benchmarking and the engagement of hundreds of internal and 
external stakeholders. This process served as F5’s most recent climate-related risk identification for risks 
with a substantive impact and enabled the Company to identify appropriate ESG risks for our enterprise 
risk assessment process. Our Nominating and ESG Committee of the Board of Directors oversees our ESG 
programs and reviews our ESG strategy, disclosures, and metrics each quarter.

We are simplifying hybrid, multi-cloud complexity for our customers

As recently as five years ago, nearly every large enterprise organization expected that they would move their IT 
infrastructure from their on-premises data centers to the public cloud. They also expected that doing so would 
dramatically simplify their operations and reduce costs. Today, instead of a simplified, more cost-efficient IT 
infrastructure, most large enterprises have more complexity than ever, with applications spread across their 
data center, multiple public clouds, and all the way to the edge of the network. This complexity brings with it 
higher costs and operational headaches, and worse, it also has resulted in an expanded attack surface for cyber 
criminals. As organizations embrace the power of AI to drive both innovation and efficiencies, the complexity  
and the risk is likely to worsen.  

F5 is uniquely positioned to help our customers simplify their IT infrastructure and reduce costs, all while 
consistently protecting their applications, their data, and their users. In fact, as a result of our expanded product 
portfolio, we are the only company able to secure, deliver, and optimize any application, any API, anywhere—
whether it resides in a data center, any one of the public clouds, or at the edge of the network. 

Beyond the power of our individual product families, we are driving consistency across our solutions, making it 
possible for customers to deploy a consistent security posture across all of their applications—something no other 
vendor is capable of today. In addition, we are unifying our solutions with F5 Distributed Cloud Services, enabling 
new levels of visibility, manageability, and automation for our customers. 

We are changing how customers experience F5

Over the last several years, we have made considerable progress in making it easier for customers to try, buy, 
deploy, manage, and upgrade F5 solutions, reflecting efforts from across the organization. We believe we are 
unlocking demand as a result.

For instance, while competitors are forcing customers into subscription models, we have expanded our 
consumption models, enabling customers to buy via a perpetual license, subscription, or based on consumption. 
Customers tell us they truly value this flexibility because it enables them to invest in their IT infrastructure the way 
they choose, whether through operating expenses or capital expenses. 

We also continue to innovate across our portfolio. For example, we are bringing what were cloud-only benefits 
like simplified deployments and multi-tenancy to our traditional ADC solutions and adding features to make it 
easier for customers to set up default services. As a result, we are reducing the time to upgrade from hours to  
10 minutes or less and making it possible for customers to deploy applications in 10 seconds instead of 10 days. 



CONCLUSION

As we enter 2024, we are seeing some encouraging signs that the macro environment is beginning to stabilize. 
On our October 2023 earnings call, we shared our expectation that our fi scal year 2024 revenue would be fl at to 
down low-single-digits year over year, largely as a result of a $180 million headwind caused by backlog shipments 
that occurred in 2023 and will not recur in 2024. We also are committed to delivering double-digit earnings 
growth (on a tax-neutral basis to fi scal year 2023) in 2024. We also noted that we expect to return to mid-single-
digit revenue growth in fi scal year 2025. 

We see our growth and opportunity as fundamentally linked to the inescapable, accelerating growth and use of 
applications and APIs to power businesses, including driving responsive and engaging digital experiences. While 
customers have been cautious to invest in their IT infrastructures in the face of economic uncertainty, we believe 
they can only postpone investment so long.  

We are leveraging our incumbency and our position in the fl ow of 40% of the world’s internet traffi  c to simplify 
application and API deployment, security, and management for our customers while signifi cantly reducing their 
total cost of ownership. We have an installed base of 20,000 customers, all of whom have an acute, signifi cant 
multi-cloud challenge, and we fi rmly believe that F5 is uniquely positioned to help them address that challenge. 

We remain committed to driving strong profi tability and shareholder returns, and we expect to do so as a result 
of three pillars of our long-term operating model:

1. Delivering sustained mid-single-digit revenue growth supported by our diff erentiated positioning in 
attractive end markets along with our durable, high-margin global services business.

2. Driving non-GAAP operating margin expansion, which we will achieve through gross margin 
improvement and operating discipline.

3. Returning cash to shareholders via share repurchases using at least 50% of our annual free cash fl ow.

In closing, I extend my thanks to each and every one of our employees for their eff orts and commitment. Through 
the challenges that fi scal year 2023 brought, they have persevered and adapted. Their focus on our customers 
and their dedication to our values has strengthened F5 and will enable us to build upon that strength as we head 
into 2024. Finally, my thanks to our customers, partners, and shareholders for placing their trust in us. Every 
member of the F5 team will work to earn that trust every day.

François Locoh-Donou 
President, CEO & Director, F5, Inc.
January 2024
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About F5 
F5 is a multi-cloud application services and security company committed to bringing a better digital world to life. F5 partners with the world’s 
largest, most advanced organizations to secure and optimize every app and API anywhere—on premises, in the cloud, or at the edge.  
F5 enables organizations to provide exceptional, secure digital experiences for their customers and continuously stay ahead of threats.  
For more information, go to f5.com. (NASDAQ: FFIV). 

You can also follow @F5 on X or visit us on LinkedIn and Facebook to learn about F5, its partners, and technologies.
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