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PROSPECTUS

2,200,000 SHARES
[LOGO]

COMMON STOCK

This is an offering of common stock by F5 Networlks,. Of the 2,200,000 shares of common stock beaid in this offering, 500,000 shares
are being sold by F5 and 1,700,000 shares are belddy the selling shareholders. F5 will not reeany of the proceeds from the sale of
shares by the selling shareholders. Our commolk $tades on the Nasdaq National Market under thebsy FFIV. On September 29, 1999,
the last reported sale price of our common stoctherNasdaq National Market was $67.50 per shae."Blarket Price of the Common
Stock."

PER SHARE  TOTAL

Public offering price......cccccoevvivvceeeccs . $ 67.00 $147,400,000
Underwriting discounts and commissions............. e $ 3.35 $7,370,000
Proceeds to F5, before expenses.......cccccceeeee. e, $ 63.65 $31,825,000
Proceeds to the selling shareholders, before expens €S $ 63.65 $108,205,000

Certain shareholders have granted the underwateption for a period of 30 days to purchase 8@ 000 additional shares of common
stock.

INVESTING IN THE COMMON STOCK INVOLVES A HIGH DEGRE E OF RISK. SEE "RISK

FACTORS" BEGINNING ON PAGE 7.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NORNY STATE SECURITIES COMMISSION HAS APPROVED C
DISAPPROVED OF THESE SECURITIES OR PASSED UPON TABEEQUACY OR ACCURACY OF THIS PROSPECTUS. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENS
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PROSPECTUS SUMMARY

THIS SUMMARY HIGHLIGHTS SELECTED INFORMATION CONTANED ELSEWHERE IN THIS PROSPECTUS. THIS SUMMARY
MAY NOT CONTAIN ALL OF THE INFORMATION THAT YOU SHQJULD CONSIDER BEFORE INVESTING IN OUR COMMON
STOCK. YOU SHOULD READ THE ENTIRE PROSPECTUS CARBHY, INCLUDING "RISK FACTORS" AND THE FINANCIAL
STATEMENTS, BEFORE MAKING AN INVESTMENT DECISION.

F5 NETWORKS

F5 is a leading provider of integrated Interneffitananagement solutions designed to improve tralability and performance of mission-
critical Internet-based servers and applicationg. @oducts monitor and manage local and geografhidispersed servers and intelligently
direct traffic to the server best able to handiser's request. Our products are designed to heygpt system failure and provide timely
responses to user requests and data flow. Our BR¥gistered Trademark- and 3DNS-Registered Trader@antrollers, when combined
with our see/IT-TM- Network Manager, help organiaas optimize their network server availability gmelformance and cost-effectively
manage their Internet infrastructure. Our solutiaresused by organizations who rely on the Inteased fundamental component of their
business. Our customers include Internet servigeigeers, such as Exodus Communications, Frontieb&Center, PSINet, and MCI
WorldCom, e-commerce companies and many other argt@ons that employ high-traffic Internet sitese\Wave sold our products to over
600 end-customers as of August 31, 1999.

The Internet has emerged as a critical commerceaminunications platform for businesses and consumerldwide. The growing use of
the Internet is causing the complexity and voluhinternet traffic to increase dramatically. Acciomglto UUNet estimates, Internet traffic
doubles every 100 days. The widespread prolifendtidhe use and importance of the Internet hasrgtd many organizations' network
infrastructures. In response to dramatic increasé#ernet use and traffic, organizations are exiirag server capacity and are deploying
redundant servers. According to IBM, servers airgoeonnected to the Internet at a rate of 53,@0nmonth. While additional and redund
servers help address the rapidly increasing trafiiey also increase an organization's need fdmistgated Internet traffic management tools
to manage the availability and performance ofétvers and applications.

We believe that our products deliver Internet gyalontrol by providing the following key benefits:

- HIGH SYSTEM AVAILABILITY. Our products help preve system failure by quickly detecting server, aggilon and network failures
and directing traffic to functioning servers anglagations.

- INCREASED PERFORMANCE. Our products intelligendiyect user requests to the server with the fastsponse time by monitoring
server and application response time and verifgmgent.

- COST-EFFECTIVE SCALABILITY. Our products help apiize existing server capacity and allow the tramept addition of servers into
an existing network.

- EASIER NETWORK MANAGEABILITY. Our products colledghformation that can be used to facilitate netwamdnagement and planni
from a central location.

- ENHANCED NETWORK CONTROL. Our products enable amgzations to prioritize and manage network traffised on user-defined
criteria to meet their specific needs.

We plan to continue expanding our suite of prodteisrovide complete, integrated Internet traffiamagement solutions that further optin
the availability and performance of network senaard applications. For example, we are currentiyetising our global/SITE-TM-

Controller to ensure data integrity by automaticalfnchronizing content across local and geogratijidispersed network servers. We also
plan to continue investing significant resourcesxpand our direct sales force and further develogndirect sales channels through leading
industry resellers, original equipment manufactireystems integrators, Internet service providatsother channel partners. Finally, we
intend to continue investing in our professional/ees group in order to provide the installatitmjning and support services required to |
our customers optimize their use of our Interneffic management solutions.

Our headquarters are located at 200 First Avenust V8aite 500, Seattle, Washington 98119, our kelep number is (206) 50800 and ot
Web site address is www.F5.com.



THE OFFERING

Common stock offered by F5........ 500,000 shares
Common stock offered by the
selling shareholders............ 1,700,000 share s
Common stock to be outstanding
after this offering............. 18,626,667 shar es (1)
Use of proceeds................... For working cap ital and general corporate purposes. See
"Use of Proceed s."

Nasdag National Market symbol..... FFIV

(1) The number of shares of common stock to betandiéng after this offering is based on the nundfeshares outstanding as of August 31,
1999 and does not include the following:

- 2,440,405 shares subject to options outstandiraf August 31, 1999 with a weighted average esgerprice of $3.75 per share;
- 2,740,554 additional shares that could be issunelér our stock option plans and stock purchase piad

- 2,212,500 shares that could be issued upon exeofiwarrants outstanding as of August 31, 1998 aviweighted average exercise price of
$0.75 per share.

ALL INFORMATION IN THIS PROSPECTUS RELATING TO OUTRANDING SHARES OF F5 COMMON STOCK AND OPTIONS (
WARRANTS TO PURCHASE F5 COMMON STOCK IS BASED UPONFORMATION AS OF AUGUST 31, 1999. UNLESS
OTHERWISE INDICATED, THE INFORMATION THROUGHOUT THS PROSPECTUS DOES NOT TAKE INTO ACCOUNT THE
POSSIBLE ISSUANCE OF ADDITIONAL SHARES OF COMMON 8CK TO THE UNDERWRITERS PURSUANT TO THEIR OVER-
ALLOTMENT OPTION.

PLEASE SEE "CAPITALIZATION" FOR A MORE COMPLETE DISUSSION REGARDING THE OUTSTANDING SHARES OF F5
COMMON STOCK AND OPTIONS OR WARRANTS TO PURCHASE E®HMMON STOCK AND OTHER RELATED MATTERS.
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SUMMARY FINANCIAL INFORMATION
(IN THOUSANDS, EXCEPT PER SHARE DATA)

FISCAL YEAR ENDED NINE M ONTHS ENDED JUNE
P ERIOD FROM FEBRUARY SEPTEMBER 30, 30,
26 ,1996 (INCEPTION) TO --mmmsessmmmmmmccs weeeee e
SEPTEMBER 30, 1996 1997 1998 1999
- 199 8 e
(UNAUD ITED)
STATEMENT OF OPERATIONS DATA:
NEet reVENUES.......coeveeveeiiiieeeeeeeians $ 2 $ 229 % 4889 $ 2 981 $ 14,062
Loss from operations. (348) (1,428) (3,668) (2 ,277)  (6,864)
NEt I0SS....coveieeierenenieieeeenn $ (330) $ (1,456) $ (3,672) $ (2 ,298) $ (6,678)
Net loss per share--basic and diluted........ $ (0.06) $ (0.24)$ (0.60) $ ( 0.37) $ (0.88)
Weighted average shares--basic and diluted
(L) 5,932 6,000 6,086 6 ,135 7,582
Pro forma net loss per share (unaudited):
Net loss per share--basic and diluted...... $ (0.26) $ (0.45)
Weighted average shares--basic and diluted
[0 N 14,201 14,923

BALANCE SHEET DATA:
Cash and cash equivalents..........ccccceeeeeeee. e, $ 26,948 $ 58,423
Working capital . 26,774 58,249
Total assets 36,486 67,961
Shareholders' equity..............ccoeevvvnnnene 28,905 60,380

(1) See Note 2 of notes to financial statementaifoexplanation of the determination of the nundfeshares used in computing per share
data.

(2) Adjusted to reflect the sale by F5 of 500,08ares of common stock at the public offering po€&67.00 per share and the application of
the estimated net proceeds after deducting und@rg/discounts and commissions and our estimatiediog expenses. See "Use of
Proceeds" and "Capitalization."



RISK FACTORS

YOU SHOULD CAREFULLY CONSIDER THE FOLLOWING RISK FBTORS AND ALL OTHER INFORMATION CONTAINED IN
THIS PROSPECTUS BEFORE PURCHASING OUR COMMON STOMWVESTING IN OUR COMMON STOCK INVOLVES A HIGH
DEGREE OF RISK. ANY OF THE FOLLOWING RISKS MAY SERUSLY HARM OUR BUSINESS AND RESULTS OF
OPERATIONS AND MAY RESULT IN A COMPLETE LOSS OF YCRIINVESTMENT.

OUR LIMITED OPERATING HISTORY MAKES IT DIFFICULT TO  EVALUATE OUR PROSPECTS.

We were founded in February 1996 and have a linofetating history, which makes an evaluation afprospects difficult. Because of our
limited operating history, we have limited insighito trends that may emerge and affect our businessldition, the revenues and income
potential of our business and market are unpro&arninvestor in our common stock must consider ti@lenges, expenses and difficulties
face as an early stage company in a new and ragidilving market.

OUR QUARTERLY OPERATING RESULTS ARE VOLATILE AND MA Y CAUSE OUR STOCK PRICE TO FLUCTUATE.

Our quarterly operating results have varied sigaiftly in the past and will vary significantly inet future, which makes it difficult for us to
predict our future operating results. In particulae anticipate that the size of customer ordeng imerease as we continue to focus on larger
business accounts and sales to governmental sn#tidelay in the recognition of revenue, even fjast one account, may have a significant
negative impact on our results of operations fgivan period. In the past, a significant portioroaf sales have been realized near the end of
a quarter. Accordingly, a delay in an anticipatal# past the end of a particular quarter may neglgtimpact our results of operations for t
quarter. Furthermore, we base our decisions reggualir operating expenses on anticipated reveeuaddt and our expense levels are
relatively fixed. Consequently, if revenue leveal below our expectations, our net income (lositl)decrease (increase) because only a ¢
portion of our expenses vary with our revenues."St&agement's Discussion and Analysis of Finarn€@idition and Results of
Operations."

We believe that period-to-period comparisons ofresults of operations are not meaningful and shoat be relied upon as indicators of
future performance. Our operating results will kkbe below the expectations of securities analgatsinvestors in some future quarter or
quarters. Our failure to meet these expectatiotidikealy seriously harm the market price of oumemon stock.

WE HAVE INCURRED LOSSES AND WE EXPECT TO INCUR SIGN IFICANT FUTURE OPERATING EXPENSES AND
LOSSES.

We have experienced operating losses in each glyaated annual period since inception. We incumetllosses of $330,000 for the period
from February 26, 1996, inception, to Septemberl896, $1.5 million for the year ended Septemberl897, $3.7 million for the year end
September 30, 1998, and $6.7 million for the nirenths ended June 30, 1999.

We intend to substantially increase our operatkmeases. As a result, we will need to generatafiignt increases in our quarterly net
revenues to achieve and maintain profitability haligh our net revenues have grown in recent qsaser may not be able to sustain these
growth rates or achieve or sustain profitabilityr@ailure to achieve and sustain profitability gériously harm our business and results of
operations. See "Selected Financial Data" and "gament's Discussion and Analysis of Financial Ciordiand Results of Operations.”

OUR SUCCESS DEPENDS ON SALES OF OUR BIG/IP-REGISTERED TRADEMARK- CONTROLLER.

We currently derive approximately 73% of our netereues from sales of our BIG/ip Controller. In duldi, we expect to derive a significant
portion of our net revenues from sales of BIG/iphia future. Implementation of our strategy depamusn BIG/ip being able to solve critical
network availability and



performance problems of our customers. If BIG/ipngble to solve these problems for our custoneensbusiness and results of operations
will be seriously harmed.

OUR SUCCESS DEPENDS ON OUR TIMELY DEVELOPMENT OF NEW PRODUCTS AND FEATURES.

We expect the Internet traffic management markéetcharacterized by rapid technological changeyufent new product introductions,
changes in customer requirements and evolving tingstandards. We are currently developing our gl$iTE-TM- Controller and new
features for our existing products. We expect taticoie to develop new products and new productifeatin the future. If we fail to develop
and deploy new products and new product featurestamely basis, our business and results of opermmay be seriously harmed. See
"Business--Product Development."

WE MAY NOT BE ABLE TO COMPETE EFFECTIVELY IN THE EM ERGING INTERNET TRAFFIC
MANAGEMENT MARKET.

Our markets are new, rapidly evolving and highlynpetitive, and we expect competition to persistiabehsify in the future. Our principal
competitors in the Internet traffic management reainkclude Cisco Systems, Alteon WebSystems, Ar@mntfCommunications, HydraWeb
Technologies, RadWare and Resonate. We expechtimue to face additional competition as new paénts enter the Internet traffic
management market. In addition, larger companidis significant resources, brand recognition andsahannels may form alliances with or
acquire competing Internet traffic management gmhstand emerge as significant competitors. Patkotimpetitors may bundle their
products or incorporate an Internet traffic managencomponent into existing products in a mannar discourages users from purchasing
our products. Potential customers may also chabparchase additional servers instead of our prisd$ee "Business--Competition.”

WE MAY NOT BE ABLE TO SUPPORT OUR RAPID GROWTH EFFE CTIVELY.

Since the introduction of our product line, we haxperienced a period of rapid growth and expansioich has placed, and continues to
place, a significant strain on all of our resourdgem September 30, 1997 to August 31, 1999, weased the number of our employees
from 20 to 178. We expect our growth to continusttain our management, operational and finanegdurces. For example, we may not be
able to install adequate financial control systémen efficient and timely manner, and our cur@mplanned information systems, procedt
and controls may be inadequate to support ourdutperations. The difficulties associated withafistg and implementing new systems,
procedures and controls may place a significarddruon our management and our internal resouragsn@bility to manage growth
effectively may seriously harm our business andlte®f operations.

OUR EXPANSION INTO INTERNATIONAL MARKETS MAY NOT SU CCEED.

We intend to expand into international markets. Neee only limited experience in marketing, sellangl supporting our products
internationally. International sales representé&d®6of our net revenues for the year ended SepteBthel997, 3.5% for the year ended
September 30, 1998 and 7.1% for the nine monthsededdne 30, 1999. We have recently engaged satesnpel in the United Kingdom and
in Germany. Our continued growth will require fuietrexpansion of our international operations ieateld countries in the European and /
Pacific markets. If we are unable to expand owsrimdtional operations successfully and in a tinmedyner, our business and results of
operations may be seriously harmed. Such expanséynbe more difficult or take longer than we aptite, and we may not be able to
successfully market, sell, deliver and supportproducts internationally.

WE MAY NOT BE ABLE TO SUSTAIN OR DEVELOP NEW DISTRI BUTION RELATIONSHIPS.

Our sales strategy requires that we establish pieltiistribution channels in the United States iaternationally through leading industry
resellers, original equipment manufacturers, systertegrators,



Internet service providers and other channel pestiWe have a limited number of agreements withpamies in these channels, and we may
not be able to increase our number of distributedationships or maintain our existing relationshi@ne of our resellers, Exodus
Communications, Inc., accounted for 21.7% of ourreeenues for the nine months ended June 30, 48829.4% of our accounts receive
balance at June 30, 1999. Our inability to effestivestablish our indirect sales channels will@gsly harm our business and results of
operations.

OUR SUCCESS DEPENDS ON OUR ABILITY TO ATTRACT, TRAI N AND RETAIN QUALIFIED MARKETING AND SALES,
PROFESSIONAL SERVICES AND CUSTOMER SUPPORT PERSONNE.

Our products require a sophisticated marketingsatess effort targeted at several levels within@spective customer's organization. We
recently expanded our sales force and plan toduditional sales personnel for direct sales ardkteelop leads for our indirect sales chani
Competition for qualified sales personnel is intgremnd we might not be able to hire the kind andlrer of sales personnel we are targeting.
Our inability to retain and hire qualified saleggmnnel may seriously harm our business and resfuiiperations.

We currently have a small professional servicesarstiomer support organization and will need teaase our staff to support new custor
and the expanding needs of existing customersingtallation of Internet traffic management solapthe integration of these solutions into
existing networks and the ongoing support can lneptex. Accordingly, we need highly-trained profeseil services and customer support
personnel. Hiring professional services and cust@upport personnel is very competitive in our istdyidue to the limited number of people
available with the necessary technical skills andenstanding of our products. Our inability to attr train or retain the number of highly
qualified professional services and customer supggEnsonnel that our business needs may serioasty bur business and results of
operations.

WE DEPEND ON OUR KEY PERSONNEL AND THE LOSS OF ANY KEY PERSONNEL MAY HARM OUR BUSINESS AND
RESULTS OF OPERATIONS.

Our success depends to a significant degree umocotitinued contributions of our key managememtlpet development, sales and
marketing and finance personnel, many of whom belldifficult to replace. In particular, we rely oar President and Chief Executive
Officer, Jeffrey Hussey. The loss of services of ahour key personnel, especially the serviceBinfHussey, may seriously harm our
business and results of operations. We do not eagoyment contracts with any of our key personnel.

IT IS DIFFICULT TO PREDICT OUR FUTURE OPERATING RES ULTS BECAUSE WE HAVE AN UNPREDICTABLE SALES
CYCLE.

We are unable to predict our sales cycle becaudtawe limited experience selling our products. étisally, our sales cycle has ranged from
approximately two to three months. Sales of BIGZIPNS and our see/IT-TM- Network Manager requiréaieducate potential customers on
their use and benefits. The sale of our produdisiligect to delays from the lengthy internal buthggtapproval and competitive evaluation
processes that large corporations and governmentisies may require. For example, customers fretipdegin by evaluating our products
on a limited basis and devote time and resourcessting our products before they decide whethebito purchase. Customers may also
defer orders as a result of anticipated releaseswfproducts or enhancements by us or our coropetiAs a result, our products have an
unpredictable sales cycle that contributes to tieertainty of our future operating results.
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THE AVERAGE SELLING PRICES OF OUR PRODUCTS MAY DECR EASE, WHICH MAY NEGATIVELY IMPACT GROSS
PROFITS.

We anticipate that the average selling prices ofpwaducts will decrease in the future in respaisgompetitive pricing pressures, increased
sales discounts, new product introductions by usuorcompetitors or other factors. Therefore, ieorto maintain our gross profits, we must
develop and introduce new products and productrezdmaents on a timely basis and continually reducgpmduct costs. Our failure to do so
will cause our net revenue and gross profits tdigkecwhich will seriously harm our business ansufes of operations. In addition, we may
experience substantial period-to-period fluctuationfuture operating results due to the erosioousfaverage selling prices.

OUR BUSINESS MAY BE HARMED IF OUR CONTRACT MANUFACT URERS ARE NOT ABLE TO PROVIDE US WITH
ADEQUATE SUPPLIES OF OUR PRODUCTS.

We rely on third party contract manufacturers teeasble our products. We outsource the manufactafiogir pre-configured, industry-
standard hardware platforms to primarily two cocttraanufacturers, Micro Standard Distributors amisoft, who assemble these hardware
platforms to our specifications. The inability afracontract manufacturers to provide us with adezsapplies of our products or the loss of
one or more of our contract manufacturers may caussay in our ability to fulfill orders while webtain a replacement manufacturer and
may seriously harm our business and results ofabipers.

If the demand for our products grows, we will néeéhcrease our material purchases, contract maturfag capacity and internal test and
quality functions. Any disruptions in product flaway limit our revenue, may seriously harm our cotitipe position and may result in
additional costs or cancellation of orders by aistomers. See "Business--Manufacturing."

OUR BUSINESS COULD SUFFER IF THERE ARE ANY INTERRUPTIONS OR DELAYS IN THE SUPPLY OF HARDWARE
COMPONENTS FROM OUR THIRD-PARTY SOURCES.

We currently purchase several hardware componeets in the assembly of our products from limitedrees. Lead times for these
components vary significantly. Any interruptiondglay in the supply of any of these hardware corapts) or the inability to procure a
similar component from alternate sources at acbéptarices within a reasonable time, will seriouséym our business and results of
operations. See "Business--Manufacturing."

UNDETECTED SOFTWARE ERRORS MAY SERIOUSLY HARM OUR B USINESS AND RESULTS OF OPERATIONS.

Software products frequently contain undetectedrenvhen first introduced or as new versions aeased. We have experienced these e
in the past in connection with new products andipob upgrades. We expect that these errors wilbbed from time to time in new or
enhanced products after commencement of commetuiainents. These problems may cause us to incuifisant warranty and repair costs,
divert the attention of our engineering personnainf our product development efforts and cause fiogmit customer relations problems. We
may also be subject to liability claims for damagsated to product errors. While we carry insusapolicies covering this type of liability,
these policies may not provide sufficient protectstould a claim be asserted. A material prodadbillty claim may seriously harm our
business and results of operations.

Our products must successfully operate with praglfrom other vendors. As a result, when problentsioin a network, it may be difficult to
identify the source of the problem. The occurreoicgoftware errors, whether caused by our prodorctsother vendor's products, may result
in the delay or loss of market acceptance of oodpets. The occurrence of any of these problemssadgusly harm our business and res

of operations.
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WE MAY NOT ADEQUATELY PROTECT OUR INTELLECTUAL PROP ERTY AND OUR PRODUCTS MAY INFRINGE ON
THE INTELLECTUAL PROPERTY RIGHTS OF THIRD PARTIES.

We rely on a combination of copyright, trademarll &nade secret laws and restrictions on disclosupgotect our intellectual property righ
Despite our efforts to protect our proprietary tgjlunauthorized parties may attempt to copy oemvtfse obtain and use our products or
technology. Monitoring unauthorized use of our praid is difficult, and we cannot be certain that stkeps we have taken will prevent
misappropriation of our technology, particularlyfameign countries where the laws may not protectpyoprietary rights as fully as in the
United States. In addition, we have not enterea main-competition agreements with several of ounér employees.

From time to time, third parties may assert pateopyright, trademark and other intellectual propeights claims or initiate litigation agair
us or our contract manufacturers, suppliers oroeusts with respect to existing or future produktishe event of a successful claim of
infringement and our failure or inability to devplaon-infringing technology or license the infrimger similar technology on a timely basis,
our business and results of operations may beusdyibarmed. See "Business--Intellectual Property."

OUR FAILURE AND THE FAILURE OF OUR KEY SUPPLIERS, M ANUFACTURERS AND CUSTOMERS TO BE YEAR 2000
COMPLIANT MAY NEGATIVELY IMPACT OUR BUSINESS AND RE SULTS OF OPERATIONS.

The Year 2000 computer issue creates a signifiisifor us in at least four areas:
- potential warranty or other claims arising froor @roducts;

- systems we use to run our business;

- systems used by our suppliers and contract manués; and

- the potential reduced spending by other compamdsiternet traffic management solutions as alre$significant information systems
spending on Year 2000 remediation or to limit addil changes to their systems during the curreat.y

A failure in any of these areas to be Year 2000m@@mt may seriously harm our operations. See "Mangent's Discussion and Analysis of
Financial Condition and Results of Operations--Y&200 Compliance."

LAWS RELATING TO ENCRYPTED SOFTWARE MAY LIMIT THEM ARKETABILITY OF OUR PRODUCTS.

The encryption technology contained in our prodis®ubject to United States export controls. Thegmrt controls limit our ability to
distribute encrypted software outside of the Uniiates and Canada. While we take precautions stgaitawful exportation, this exportati
inadvertently may have occurred in the past or owour from time to time in the future, subjectirggto potential liability and serious harm.
We may also encounter difficulties competing witnfJnited States producers of products containimgygted software, who may both
import their products into the United States arltieducts overseas.

WE MAY NEED TO RAISE ADDITIONAL FUNDS, WHICH MAY NO T BE AVAILABLE.

We expect that the net proceeds from this offering,existing cash balances and cash from opesatidhbe sufficient to meet our currently
anticipated working capital and capital expenditueeds for the foreseeable future. If currentlyouedeen events arise, such as a product or
technology acquisition paid for with cash, we magad to raise additional funds, and additional failag may not be available on favorable
terms, if at all. Further, if we issue additionguéy securities, shareholders may experienceidilund the new equity securities may have
rights, preferences or privileges senior to thdsexasting holders of our common stock. If we canraise funds, if needed, on acceptable
terms,
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we may not be able to develop new products or esehaar existing products, take advantage of futy@ortunities or respond to competitive
pressures or unanticipated requirements. This magusly harm our business and results of operstiBre "Use of Proceeds," "Dilution"” ¢
"Management's Discussion and Analysis of Finan€@idition and Results of Operations--Liquidity dDapital Resources."

OUR EXISTING SHAREHOLDERS WILL BE ABLE TO EXERCISE SIGNIFICANT CONTROL OVER ALL MATTERS
REQUIRING SHAREHOLDER APPROVAL.

On completion of this offering, executive officedsrectors and their affiliates and 5% shareholdelisbeneficially own, in the aggregate,
approximately 59.4% of our outstanding common stéaka result, these shareholders will be ablexevaise significant control over all
matters requiring shareholder approval, includimgelection of directors and approval of significeorporate transactions, which may have
the effect of delaying or preventing a third pdriym acquiring control over us. See "Principal &slling Shareholders."

WE ARE AT RISK OF SECURITIES CLASS ACTION LITIGATIO N DUE TO OUR EXPECTED STOCK PRICE VOLATILITY.

An active public market price for our common stoclty not be maintained in the future. The marketepaf our common stock has fluctua
and may continue to fluctuate significantly in respe to a number of factors, some of which are heywr control. See "Market Price of the
Common Stock." In the past, securities class adiiigation has often been brought against a comatiowing periods of volatility in the
market price of its securities. We may in the fatbe the target of similar litigation. Securitigghtion may result in substantial costs and
divert management's attention and resources, whahseriously harm our business and results ofadipeis.

WE HAVE IMPLEMENTED ANTI-TAKEOVER PROVISIONS THAT C OULD DELAY OR PREVENT A CHANGE IN
CONTROL OF F5.

Provisions of our articles of incorporation anddws, as well as provisions of Washington law, makenit more difficult for a third party to
acquire us, even if doing so would be beneficialuo shareholders. See "Description of Capital IStoc

SUBSTANTIAL SALES OF SHARES MAY IMPACT THE MARKET P RICE OF OUR COMMON STOCK.

If our shareholders sell substantial amounts ofooanmon stock, including shares issued upon theceseeof outstanding options and
warrants, the market price of our common stock fallySuch sales might also make it more diffidoit us to sell equity or equity-related
securities in the future at a time and price thatdeem appropriate. After completion of this ofigriwe will have outstanding 18,626,667
shares of common stock, assuming no exercise efamding options or warrants after August 31, 18#® "Shares Eligible for Future Sale"
and "Underwriting."

WE MAY SPEND THE OFFERING PROCEEDS IN WAYS WITH WHI CH OUR SHAREHOLDERS MAY NOT AGREE.

The majority of the net proceeds to the Compartisfoffering are not allocated for specific used aur management can spend most of the
proceeds from this offering in ways with which @lwareholders may not agree. We cannot predicthbairoceeds will be invested to yield a
favorable return. See "Use of Proceeds."
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FORWARD LOOKING STATEMENTS

Certain statements under the captions "Prospectmsrary,” "Risk Factors," "Use of Proceeds," "Mamagat's Discussion and Analysis of
Financial Condition and Results of Operations" @agsiness," and elsewhere in this prospectus amvdrd-looking statements." These
forward-looking statements include, but are noftkh to, statements about our plans, objectivgseetations and intentions and other
statements contained in the prospectus that areistotical facts. When used in this prospectuswibrds "expects,” "anticipates,” "intends,"
"plans,” "believes," "seeks," "estimates" and siméxpressions are generally intended to identifwéard-looking statements. Because these
forward-looking statements involve risks and uraiettes, there are important factors that couldseaactual results to differ materially from
those expressed or implied by these forward-looktagements, including our plans, objectives, etgiens and intentions and other factors
discussed under "Risk Factors."
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USE OF PROCEEDS

We will receive net proceeds of $31,475,000 fromghle of 500,000 shares of common stock, at thicpoffering price of $67.00 per share
after deducting underwriting commissions and distswf $1,675,000 and estimated expenses of $380WW6 will not receive any proceeds
from the sale of common stock by the selling shaldrs.

We intend to use the proceeds of this offeringiforking capital and general corporate purposesidieg increased expenditures for sales
and marketing, research and development and profegservices and technical support. We may atsosome of the proceeds for strategic
acquisitions of products and technologies that egthplement or extend our existing Internet traffi@nagement solutions, although we are
not currently planning any of these transactiomsaidihg these uses, we intend to invest the neepdscof this offering in investment grade
interest-bearing securities. We will retain broatrktion in the allocation and use of the net pedts of this offering. See "Risk Factors--We
may spend the offering proceeds in ways with wioichshareholders may not agree."

DIVIDEND POLICY

F5 has never declared or paid any cash dividendhares of its common stock. We intend to retainfature earnings for future growth and
do not anticipate paying any cash dividends inftiheseeable future.

MARKET PRICE OF THE COMMON STOCK

Our common stock began trading on the Nasdaq fiacket's National Market System on June 4, 199%®utite symbol FFIV. Prior to that
time, there had been no market for our common stblek table below sets forth the high and low gaiees for our common stock for the
periods indicated:

1999 HIG H LOW
JUNE 4 -JUNE 30..uiiiiiiiiieccieccceeeeeeee s $ 4 5.13 $ 10.13
July 1-September 29....ccooviiiiiiiiiiieeis s $ 8 5.00 $ 27.75

The last reported sale price of our common stocBeptember 29, 1999 was $67.50.
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CAPITALIZATION

The following table sets forth the capitalizatidriF® as of June 30, 1999
(1) on an actual basis, and (2) on a pro formeshesiadjusted to reflect, our receipt of the egthaet proceeds from the sale of 500,000
shares of common stock offered by us at the pulffering price of $67.00 per share.

The capitalization information set forth in the l@below is qualified by, and should be read injgoation with, the more detailed financial
statements and notes of F5 appearing elsewhehéiprospectus.

JUNE 30, 1999
ACTUAL A S ADJUSTED
(IN THOU SANDS)
Shareholders' equity:
Common stock: no par value, 100,000,000 shares authorized, 18,108,185 issued and
outstanding, actual; 100,000,000 shares autho rized, 18,608,185 issued and
outstanding, a@s adjusted........cccceeceeee e $ 45,751 $ 77,226
Note receivable from shareholder................ (750) (750)
Unearned COMPeNSatioN.....cccccvveeeeveeenees e (3,960) (3,960)
Accumulated defiCit.....ccovvveeennicececes e (12,136) (12,136)
Total shareholders' equity..........c..e. s $ 28,905 $ 60,380

This capitalization table excludes the followingsts:
- 2,369,262 shares subject to options outstandiragf dune 30, 1999 with a weighted average exeprise of $1.50 per share;
- 2,730,179 additional shares that could be issunektr our stock option plans and stock purchaseadeaof June 30, 1999; and

- 2,212,500 shares that could be issued upon exeofiwarrants outstanding as of June 30, 1999awitkeighted average exercise price of
$0.75 per share.
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SELECTED FINANCIAL DATA

The selected statement of operations data forehegFebruary 26, 1996, inception, to Septembefl 806, and for the years ended
September 30, 1997 and 1998 and for the nine memitisd June 30, 1999 and the balance sheet dagptmber 30, 1997 and 1998 and
June 30, 1999 are derived from the financial statemof F5, which have been audited by Pricewates@&Goopers LLP, independent
accountants, and included elsewhere in this praspethe balance sheet data at September 30, B&96elen derived from the financial
statements of F5 which has been audited by PriegthvatiseCoopers LLP. The financial data for thegoeeinded June 30, 1998 is unaudited,
but has been prepared on a basis consistent veithutiited financial statements of F5 and the rnbirgto and include all adjustments
(constituting only normal recurring adjustments)ebhF5 considered necessary for a fair presentatidine information. The results of
operations for the nine months ended June 30, 48990t necessarily indicative of results to beeesgd for the year or for any future
periods. The data set forth below should be reambimunction with "Management's Discussion and Asial of Financial Condition and
Results of Operations" and the financial statemantsthe notes thereto included elsewhere in tloispectus (in thousands, except per share

data).

STATEMENT OF OPERATIONS DATA:

Net revenues:
Products.......cccoevveevieiieeinns $
SEIVICES.....cvviiiiieiiiiieeiiie e

Total net revenues.............cccee....

Cost of net revenues:
Products.........ccceeevieeviiiennnns
SEIVICES.....ovviiiieiiiiieeiiieee

Total cost of net revenues.................
Gross profit........ccceeecveeeiiennnns

Operating expenses:
Sales and marketing...........c..ccee....
Research and development
General and administrative...............
Amortization of unearned compensation....

Total operating expenses...............

Loss from operations............ccceuee..
Interest income (expense), net

NEt 10SS.....ecviririeciieeiieiiene $
Net loss per share--basic and diluted...... $

Weighted average shares--basic and

Pro forma net loss per share (unaudited):
Net loss per share--basic and diluted....

Weighted average shares--basic and
diluted.......cooveviiiiiie

BALANCE SHEET DATA:

Cash and cash equivalents............c.cccueeeen.
Working capital (deficit)
Total asSets.......ccovvvveeeiiiiriiieeeiieenn
Long-term obligations.............cccccuvveveenens

Redeemable convertible preferred stock.............

Shareholders' equity (deficit).....................

RIOD FROM FISCAL YEAR ENDED
. 26, 1996 SEPTEMBER 30,
EPTION) TO
.30,1996 1997 1998
1998
(UNAUDITED)
2 $ 229% 4119 $ 2537
- - 770 444
2 229 4,889 2,981
1 71 1,091 694
- - 314 171
1 71 1,405 865
1 158 3,484 2,116
62 565 3,881 2,439
103 569 1,810 1,059
180 383 1,041 690
4 69 420 205
349 1,586 7,152 4,393
(348) (1,428) (3,668)  (2,277)
18 (28) 4) (21)
(330) $ (1,456)$ (3,672) $ (2,298)
(0.06) $ (0.24)$ (0.60) $ (0.37)
5,932 6,000 6,086 6,135
$ (0.26)
SEPTEMBER 30, JUN

1996 1997 1998 1

........ $ 624 $
. 617
........ 817
........ 29

737

143 $ 6,206 $
(317) 6,763
919 9,432
216 -

~ 7,688

(231)  (80)

NINE MONTHS

ENDED JUNE 30,
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

THE FOLLOWING MANAGEMENT'S DISCUSSION AND ANALYSISOF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS SHOULD BE READ IN CONJUNCTION WITH OURIRANCIAL STATEMENTS AND NOTES. OUR DISCUSSION
CONTAINS FORWARD-LOOKING STATEMENTS BASED UPON CURENT EXPECTATIONS THAT INVOLVE RISKS AND
UNCERTAINTIES, SUCH AS OUR PLANS, OBJECTIVES, EXPERTIONS AND INTENTIONS. OUR ACTUAL RESULTS AND THI
TIMING OF CERTAIN EVENTS COULD DIFFER MATERIALLY FROM THOSE ANTICIPATED IN THESE FORWARD-LOOKING
STATEMENTS AS A RESULT OF CERTAIN FACTORS, INCLUDIBITHOSE SET FORTH UNDER "RISK FACTORS," "BUSINESS"
AND ELSEWHERE IN THIS PROSPECTUS.

OVERVIEW

F5 is a leading provider of integrated Interneffitananagement solutions designed to improve traglability and performance of mission-
critical Internet-based servers and applications.W&re incorporated on February 26, 1996 and begarations in April 1996. During the
period from February 26, 1996 through Septembefl806, we were a development stage enterprise @ahad product revenues. Our
operating activities during this period relatecharily to developing our initial product, recruiippersonnel, building our corporate
infrastructure and raising capital.

In July 1997, we released our first version of Bu®/ip-Registered Trademark- Controller, and begaexpand our operations. We increased
our investments in research and development, magkptograms, domestic and international salesmélancustomer support and services
and our general and administrative infrastruct8iace June 30, 1997, we have:

- hired more than 150 employees;

- hired sales representatives in eight domestiatioos;

- hired professional services and customer suggagonnel in eight domestic locations;

- released several upgrades to BIG/ip;

- released two new products, our 3DNS-Registered@mark- Controller and our see/IT-TM- Network Mgea
- engaged sales representatives in the EuropeaAsadPacific markets; and

- established a distributor relationship with oneinational reseller.

Our net revenues grew from $229,000 for the yededrSeptember 30, 1997 to $4.9 million for the yeated September 30, 1998, and were
$14.1 million for the nine months ended June 3@91€urrently, we derive approximately 73% of cewenues from sales of BIG/ip. One of
our resellers, Exodus Communications, accounte@Xof% of our net revenues for the nine months @ddee 30, 1999 and 29.4% of our
accounts receivable balance at June 30, 1999 ditiad we expect to derive a significant portidroar net revenues from sales of BIG/ip in
the future.

Net revenues derived from customers located outsitlee United States were $15,000 in 1997, $172i00998 and $1.0 million for tt

nine months ended June 30, 1999. We plan to expanithternational operations significantly, partanly in selected countries in the
European and Asia Pacific markets, because weviedligernational markets represent a significantugin opportunity. The expansion of our
international operations will be subject to a vigrief risks that could significantly harm our busés and results of operations.

Customers who purchase BIG/ip or 3DNS receive liaditan services and an initial customer supporttract, typically covering a 12-month
period. Customers may also purchase consultingcssrand renew their initial customer support caettrAs of June 30, 1999, approximately
80% of our customers have renewed or indicateditemt to renew their initial customer support caatr Based on our limited operating
history, it is difficult to predict what our raté eenewals will be in the future. We generally
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combine the software license, installation, andamsr support elements of our products into a pgeketh a single price. We allocate a
portion of the sales price to each element of thedled package based on their respective fair galtreen the individual elements are sold
separately. Revenues from the license of softwmareeognized when the product has been shippetharalistomer is obligated to pay for
the product. Installation revenue is recognizedmihe product has been installed at the customsiég'sRevenues for customer support are
recognized on a straight-line basis over the sereantract term. Consulting services are custognhbifiled at fixed rates, plus out-of-pocket
expenses. Our ordinary payment terms to our custare net 30 days, but we have extended paymems teeyond net 30 days to some
customers. Estimated sales returns are based toni¢as experience by product and are recordetiatie revenues are recognized.

We have incurred losses since our inception, araf asne 30, 1999, had an accumulated deficit @ Billion. Our success in growing net
revenues depends on increasing our customer bdsexpanding our product line as well as continuexivth of the emerging Internet traffic
management market. Accordingly, we intend to carito invest heavily in sales and marketing, préomodf the F5 brand, customer service
and support, research and development, operatiragsiructure and general and administrative staffupport our growth. As a result of these
investments, we expect that our operating expengemcrease significantly and that we will contia to incur substantial operating losses
the foreseeable future. To achieve and maintaifitabdity we will need to increase our net reveawwgnificantly. Although we have
experienced rapid growth in net revenues in reperibds, we may not be able to sustain these groatéls or achieve or sustain profitability.

We have recorded a total of $6.2 million of unedroempensation costs since our inception througle 30, 1999. These charges represent
the difference between the exercise price and ¢éeenéd fair value of certain stock options grantedur employees and outside directors.
These options generally vest ratably over a foaryeriod. We are amortizing these costs over és¢ing period of the options and have
recorded unearned compensation charges of $69r@D$420,000 for the years ended September 30, 4997998, respectively, and
$205,000 and $1.8 million for the nine months endignk 30, 1998 and 1999, respectively.

We expect to recognize amortization expense retatedearned compensation of approximately $700i9®@0e quarter ended September 30,
1999, $1.8 million, $961,000 and $408,000 durirgytbars ended September 30, 2000, 2001 and 2G@2ctevely. We cannot guarantee,
however, that we will not accrue additional unedroempensation costs in the future or that ourerurestimate of these costs will prove
accurate, either of which events could serioushyrhaur business and results of operations.

In view of the rapidly changing nature of our b&esisa and our limited operating history, we belidat period-to-period comparisons of net
revenues and operating results are not necessagdyingful and should not be relied upon as intinatof future performance. This is
particularly true of companies such as ours thatate in new and rapidly evolving markets.

RESULTS OF OPERATIONS

The following table sets forth certain financiatalas a percentage of total net revenues for thedseindicated. Data for the period from
inception, February 26, 1996, to September 30, 18&6not presented because we did not have proelemues during that period. Further,
we believe amounts from February 26, 1996 througt&nber 30, 1996 are not comparable to the yede8eptember 30, 1997
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due to different lengths of the respective periaadd the

STATEMENT OF OPERATIONS DATA:

Net revenues:
Products.........ccceevvieiniiieciiieee,
SEIVICES....ueiiiiiieei it

Total net revenues...........oocvvveevveeenns
Cost of net revenues:
Products.........coceevevieeiiiieesieeeeeen.
SEIVICES....uviiiiiiei it

Total cost of net revenues.....................

Gross Margin........occeeeeeveennieeeennnnne

Operating expenses:
Sales and marketing..........cccoeveeeineenns
Research and development...............ccc.e...
General and administrative.......................
Amortization of unearned compensation............

Total operating eXpenses............ceeevenes

Loss from operations.............ccceevineennnns
Interest income (expense), Net..........ccceeeueee

NEtI0SS...ciiiiieeiieiecieee e

rapid acceleration of our activities aridtesl expenses throughout the 1997 period.

YEAR ENDED NINE MONTHS ENDED
SEPTEMBER 30, JUNE 30,
1997 1998 1998 1999
@] NAUDITED)
........................ 100.0%  84.3% 85.1%  84.4%
........................ —- 157 14.9 15.6
........................ 100.0  100.0 100.0  100.0
........................ 310 223 23.3 21.9
........................ - 64 5.7 7.0
........................ 310 287 29.0 28.9
........................ 69.0 71.3 71.0 711
81.8 64.8
355 27.1
23.1 15.3
6.9 12.8
1473 1200
(76.3)  (48.9)
........................ (12.2)  (0.1) ©.7) 1.3
........................ (635.8)% (75.1)% (77.00% (47.6)%

NINE MONTHS ENDED JUNE 30, 1998 (UNAUDITED) AND 199

Net Revenues:

Net revenues consist of sales of our products andcgs, which include software licenses and sesri€ervices include revenue from sen
and support agreements provided as part of thalipitoduct sale, sales of extended service angatipontracts and consulting services.

PRODUCT REVENUES. Product revenues increased by036&om $2.5 million for the nine months endede)@0, 1998 to $11.9 million
for the nine months ended June 30, 1999. This &serén product revenues was due primarily to arease in the quantity of our products
sold through our sales direct and indirect chanimelsiding the sales of our new products.

SERVICE REVENUES. Service revenues increased

by2383rom $444,000 for the nine months ended Jund 388 to $2.2 million for the

nine months ended June 30, 1999. This increaselwaprimarily to an increase in the installed bafseur products which resulted in
increased revenues from service and support castrac

As our net revenue base increases, we do not believcan sustain percentage growth rates of nehums that we have experienced

historically.
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Cost of Net Revenues:

Cost of net revenues consists primarily of out-sedrhardware components and manufacturing, fedhifdrparty software products
integrated into our products, service and suppensgnnel and an allocation of our facilities andrdeiation expenses.

COST OF PRODUCT REVENUES. Cost of product revenneased 344.5%, from $694,000 for the nine moettted June 30, 1998 to
$3.1 million for the nine months ended June 3091@st of product revenues decreased as a pafpraduct revenues from 27.4% for the
nine months ended June 30, 1998, to 26.0% forittemonths ended June 30, 1999. The increase aluabslollars was due primarily to an
increase in product revenues. The decrease iro€psbduct revenues as a percentage of produchu@gewas the result of higher utilization
of manufacturing operations, including increasesheenies of scale achieved from an increase in ptimu

COST OF SERVICE REVENUES. Cost of service revenneased 470.8%, from $171,000 for the nine moetided June 30, 1998 to
$976,000 for the nine months ended June 30, 198§ & service revenues increased as a percert\ats revenues from 38.5% for the n
months ended June 30, 1998 to 44.6% for the nimghmsaended June 30, 1999. The increases in cgstrate revenues in absolute dollars
and as a percent of service revenues was due flifftaincreases in service and support personnel.

SALES AND MARKETING. Our sales and marketing expemsonsist primarily of salaries, commissions atated benefits of our sales ¢
marketing staff, costs of our marketing programsluding public relations, advertising and tradevet and an allocation of our facilities and
depreciation expenses. Sales and marketing expemseased by 273.6%, from $2.4 million for theenmonths ended June 30, 1998 to $9.1
million for the nine months ended June 30, 1999s iritrease was due to an increase in sales ariktimay personnel and professional
services personnel from 22 to 67, and increasedrtigmg and promotional activities. We expectriorease sales and marketing expenses in
order to grow net revenues and expand our brandeawss.

RESEARCH AND DEVELOPMENT. Our research and develeptrexpenses consist primarily of salaries andeelbenefits for our

product development personnel and an allocatiauofacilities and depreciation expenses. Reseandidevelopment expenses increased by
259.8%, from $1.1 million for the nine months endede 30, 1998 to $3.8 million for the nine morghded June 30, 1999. This increase
due to an increase in product development persdroral 21 to

54. Our future success is dependent in large patti® continued enhancement of our current produradsour ability to develop new,
technologically advanced products that meet théistipated needs of our customers. We expect refls@sd development expenses to
increase in future periods.

GENERAL AND ADMINISTRATIVE. Our general and admitiative expenses consist primarily of salaries gfiéhand related costs of our
executive, finance, human resource and legal paedpthirdparty professional service fees, and an allocatfaur facilities and depreciati
expenses. General and administrative expenseaseatdy 210.9% from $690,000 for the nine montideédune 30, 1998 to $2.1 million
for the nine months ended June 30, 1999. This as&revas due primarily to an increase in generabdnanistrative personnel from 15 to 30.
We expect general and administrative expensestease as we expand our staff, further developnd@mal information systems and incur
costs associated with being a publicly held company

UNEARNED COMPENSATION. We recorded unearned comp#as charges of $205,000 and $1.8 million forriiree months ended June
30, 1998 and 1999, respectively. See Note 8 ofsnoteur financial statements.

INTEREST INCOME (EXPENSE) NET. Interest income dstssof earnings on our cash and cash equivaldantes offset by interest
expense associated with debt obligations. Netastaaxpense was $21,000 for
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the nine months ended June 30, 1998 compared totaegst income of $186,000 for the nine monttdeenJune 30, 1999. This increase was
due primarily to the investment of the proceedeiresd from the initial public offering in June 1999

INCOME TAXES. There was no provision for federalstate income taxes for any period as we have liedwperating losses since
inception. As of June 30, 1999, we had approxime#8l8 million of net operating loss carryforwafds federal income tax purposes.
Utilization of the net operating loss carryforwarday be subject to annual limitations due to th@@whip change limitations contained in
Internal Revenue Code of 1986 and similar stateigians. Annual limitations may result in the exgtion of the net operating losses before
we can utilize them. The federal net operating t@ssyforwards will expire at various dates begngnin 2011 through 2018 if we do not use
them. See Note 5 of notes to our financial statésnen

YEARS ENDED SEPTEMBER 30, 1997 AND 1998
Net Revenues:

PRODUCT REVENUES. Product revenues increased 881766 from $229,000 in 1997 to $4.1 million in 1998is increase was due
primarily to an increase in the quantity of ourgwots sold.

SERVICE REVENUES. There were no service revenud98¥ because the initial product sales duringpkéabd did not include a service
and support contract. Beginning in fiscal year 1988 products included a service and support echtService revenues were $770,000 in
1998. This increase in service revenues was daga tocrease in the installed base of our produbistwincluded a service and support
contract.

Cost of Net Revenues:

COST OF PRODUCT REVENUES. Cost of product revenneased by 1,436.6% from $71,000 in 1997 to #iilllon in 1998. This
increase was due primarily to the increase in oodycts sold. Cost of product revenues as a pexgerdf net revenues decreased from 3:
to 26.5% due to a decrease in direct product ¢osksding costs of manufacturing personnel as ageage of revenue.

COST OF SERVICE REVENUES. Cost of service reverwas $314,000 in 1998. Cost of service revenuespascent of service revenues
was 40.8% in 1998. We expect that the cost of semgvenues will fluctuate in the future basedhenraite of increase in service and support
personnel compared with increases in service reagenu

SALES AND MARKETING. Our sales and marketing expesiscreased by 586.9%, from $565,000 in 1997 18 88llion in 1998. This
increase was due primarily to investing in our saed marketing infrastructure, both domesticatigt mternationally. These investments
included an increase in our sales and marketingaofgssional services personnel from 7 to 37 uitng fees, travel expenses, and increi
marketing activities, including advertising, trasteows and other promotional expenses. Sales aricetimay expenses decreased from 246.8%
of net revenues in 1997 to 79.4% of net revenud998. This percentage decrease was due primardyit net revenues growing faster than
our sales and marketing expenses.

RESEARCH AND DEVELOPMENT. Our research and develeptrexpenses increased by 218.1% from $569,00997 fio $1.8 million in
1998. This increase was due primarily to an inaéa®ur software engineers and other technic#ifstan 9 to 27. Research and
development expenses decreased from 248.5% ofedbuevenues in 1997 to 37.0% of our net revenué998. This percentage decrease
due primarily to our net revenues growing fastantbur research and development expenses.
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GENERAL AND ADMINISTRATIVE. Our general and adminiative expenses increased by 171.8% from $383/002097 to $1.0 million

in 1998. This increase was due primarily to andase in general and administrative personnel frem14. General and administrative costs
decreased from 167.2% of our net revenues in 1821 8% of our net revenues in 1998. This percentiegrease was due primarily to our
net revenues growing faster than our general amdrastrative expenses.

INTEREST INCOME (EXPENSE), NET. Net interest expemgas $28,000 in 1997 compared to net interestresepef $4,000 in 1998. This
decrease was due primarily to increased interesedaon cash and cash equivalents received frorsatleeof our preferred stock in August
1998.

QUARTERLY RESULTS OF OPERATIONS

The following tables present our unaudited quartesults of operations for the seven quarters@&ddee 30, 1999 in dollars and as a
percentage of net revenues. You should read thanfiolg tables in conjunction with our financial tgments and related notes in this
prospectus. We have prepared this unaudited infisman the same basis as the audited financisdmsnts. These tables include all
adjustments, consisting only of normal recurrinusiinents that we consider necessary for a fagegmtion of our operating results for the
quarters presented. You should not draw any coioelasabout our future results from the resultsprations for any quarter.

THREE MONTHS ENDED

DEC. 31 ,  MARCH 31, JUNE 30, SEPT. 30, DEC. 31, MARCH 31, JUNE 30,
1997 1998 1998 1998 19 98 1999 1999
(IN THOUSANDS)
(UNAUDITED)
Net revenues:
Products.........ccccevverieennnnen. $742 $ 866 $ 929 $1,582 $2, 282 $3,146 $6,444
Services 100 129 215 326 413 616 1,161
Total net revenues.................. 842 995 1,144 1,908 2, 695 3,762 7,605
Cost of net revenues:
Products.........ccccoeeeriiennnnen. 201 202 291 397 624 825 1,636
SEIVICES...ocouieiiieiiieeieee e 9 47 115 143 196 384 396
Total cost of net revenues.......... 210 249 406 540 820 1,209 2,032
Gross profit.......cccoeeveiiinns 632 746 738 1,368 1, 875 2,553 5,573
Operating expenses:
Sales and marketing................... 787 1,097 1,442 2, 216 2,887 4,010
Research and development.. 340 525 751 1, 020 1,324 1,466
General and administrative............ 236 252 351 525 666 954
Amortization of unearned
compensation..........c.cceevenen. 31 60 114 215 368 670 759
Total operating expenses............ 982 1,423 1,988 2,759 4, 129 5,547 7,189
Loss from operations.................... (350) (677) (1,250) (1,391) 2, 254)  (2,994) (1,616)
Interest income (expense), net.......... (23) 4 ) 17 58 31 97
NEt I0SS....cvveeeeeeeerererinens $(373) $(673) $(1,252) $(1,374)  $(2, 196)  $(2,963) $(1,519)
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THREE MONTHS ENDED

DEC. 31 , MARCH 31, JUNE 30, SEPT. 30, DEC. 31, MARCH 31, JUNE 30,
1997 1998 1998 1998 19 98 1999 1999
(UNAUDITED)
Net revenues:
Products.........ccooevieiinnnnns 88.1% 87.0% 81.2% 82.9% 84 7% 83.6% 84.7%
Services 11.9 13.0 18.8 17.1 15 .3 16.4 15.3
Total net revenues.................. 100.0 100.0 100.0 100.0 100 .0 100.0 100.0
Cost of net revenues:
Products.........cccovevevnnnnns 23.9 20.3 25.4 20.8 23 1 21.9 215
SerVICES....ooviveiieiiieiieieine 1.0 4.7 10.1 7.5 7 .3 10.2 5.2
Total cost of net revenues.......... 24.9 25.0 355 28.3 30 4 32.1 26.7
Gross margin........cceceeeveeeee. 75.1 75.0 64.5 71.7 69 .6 67.9 73.3
Operating expenses:
Sales and marketing................... . 79.1 95.9 75.5 82 2 76.7 52.7
Research and development . 34.2 45.9 39.4 37 8 35.2 19.3
General and administrative............ . 23.7 22.0 18.4 19 5 17.8 12.5
Amortization of unearned
CoOmMpensation...........cc.eeenene 3.7 6.0 10.0 11.3 13 7 17.8 10.0
Total operating expenses............ 116.6 143.0 173.8 144.6 153 2 147.5 94.5
Loss from operations.................... (41.5) (68.0) (109.3) (72.9) (83 .6) (79.6) (21.2)
Interest income (expense), net.......... (2.8) 0.4 0.2) 0.9 2 1 0.8 1.3
Net10SS......ccvviiiiiiiciiiis (44.3) % (67.6)% (109.4)%  (72.0)% (81 .5)% (78.8)% (19.9)%

Our quarterly operating results have fluctuateaificantly and we expect that future operating heswill be subject to similar fluctuations
for a variety of factors, many of which are subttdly outside our control. See "Risk Factors--Quarterly operating results are volatile and
future operating results remain uncertain."

LIQUIDITY AND CAPITAL RESOURCES

From our inception through May 1999, we financed aperations and capital expenditures primarilptigh the sale of approximately $12.4
million in equity securities. In June 1999 we coetpt an initial public offering of 2,860,000 shaoéE€ommon stock and raised
approximately $25.5 million, net of offering costs.

As of June 30, 1999, we had a $2.0 million workiagital line of credit with a lender. At June 3099, there were no borrowings outstan
under this line of credit. This line of credit waat renewed when it expired on August 31, 1999.

Cash used in our operating activities was $1.7onilfor the nine months ended June 30, 1998, ar@irf8lion for the nine months ended
June 30, 1999. These net cash outflows resulted dmerating losses as well as increases in accoecgs/able due to increased sales and
other current assets and were partially offsenisygases in accounts payable, accrued liabiliidsdeferred revenues. The Company
anticipates that in the future it will offer finaing to certain resellers. To the extent such fiagnés offered cash used in operating activities
will increase to fund the increase in outstandiogpants receivables.

Cash used in investing activities was $580,00@Hemine months ended June 30, 1998 and $1.5 mifiiothe nine months ended June 30,
1999, substantially all of which was used for thieghase
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of property and equipment. We expect capital exjieres to continue to increase through the end8B1 due to the costs of expansion and
expenditures for information systems and test eqgaip.

As of June 30, 1999, our principal commitment cstesl of obligations outstanding under operatingdealn March 1999 we began leasing
approximately 20,000 square feet in a facility kechin Seattle, Washington for a term of 60 monithguly 1999, we agreed to lease an
additional 8,000 square feet in a facility locaite®eattle, Washington, for a term of 84 monthse &hnual cost of these leases is
approximately $561,000, subject to annual adjustsnéiie have also signed a lease for approxima& 0B square feet of new office space
in Seattle, Washington in a building which is cathg under construction. This lease will commennepproximately July 1, 2000 with a
term of 12 years. The annual cost of this leas@@oximately $2,000,000, subject to annual adjastsplus expenses. Our obligation under
the lease is collateralized by a secured letteradit in the amount of $2.5 million. Although waue no other material commitments, we
anticipate a substantial increase in our capitpkagitures and lease commitments consistent withipated growth in our operations,
infrastructure and personnel. In the future we lagp require a larger inventory of products in otdeprovide better availability to custom:
and achieve purchasing efficiencies. We expectthieahet proceeds from this offering, our existiagh balances and cash from operations
will be sufficient to meet our currently anticipdterorking capital and capital expenditures for fibreseeable future.

MARKET RISK DISCLOSURES

We do not hold derivative financial instrumentsequity securities in our investment portfolio. @ash equivalents consist of high-quality
securities, as specified in our investment poligidglines. The policy limits the amount of credipesure to any one issue or issuer to a
maximum of 20% of the total portfolio with the ext®n of treasury securities, commercial paper, motiey market funds, which are exel
from size limitation. The policy limits all shorétm investments to mature in two years or lesd) thié average maturity being one year or
less. These securities are subject to interestiskt@nd will decrease in value if interest ratesease.

RECENT ACCOUNTING PRONOUNCEMENTS

As of October 1, 1998 we adopted Financial Accownftandards Board Statement No. 130, "Reportinggehensive Income," which
establishes standards for reporting and displagamyprehensive income and its components in adtiibsgeneral-purpose financial
statements. We had no material components of cdrapsive income. The adoption of this statemenhladsno impact on our financial
position, shareholders' equity (deficit), resulk®perations or cash flows. Accordingly, our cony@esive loss for the nine months ended
30, 1999 is equal to our reported loss.

Additionally, the Financial Accounting StandardsaBs issued Statement No. 131, "Disclosures abayin8ets of an Enterprise and Related
Information," which establishes standards for tlay Wwusiness enterprises report information in ahstatements and interim financial repc
regarding operating segments, products and sengeegraphic areas and major customers. This stateisieffective for financial stateme;
for fiscal years beginning after December 15, 19%% adoption of this statement did not have a rizdtienpact on the way we report
information in our financial statements.

In March 1998, the American Institute of Certifiedblic Accountants issued Statement of Positiod 9&8OP 98-1"), "Accounting for the
Costs of Computer Software Developed or Obtainedinternal Use," which establishes guidelines Far accounting for the costs of all
computer software developed or obtained for intewsa. We are required to adopt SOP 98-1 for #wafiyear beginning in October 1999.
Our adoption of SOP 98-1 is not expected to havaterial impact on our financial statements.

In June 1998, the Financial Accounting Standardsr@dssued Statement No. 133 of Financial Accognitandards, "Accounting for
Derivative Instruments and Hedging Activities." $istatement requires that all derivative instruméetrecorded on the balance sheet at
fair value. Changes in the
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fair value of derivatives are recorded each peiniazlirrent earnings or other comprehensive incatapending on whether a derivative is
designated as a part of a hedge transaction aitds,ithe type of hedge transaction. In July 1988 FASB issued SFAS No. 137,
"Accounting for Derivative Instruments and Hedgihgtivities--Deferral of the Effective Date of FASRatement No. 133." SFAS No. 137
deferred the effective date of SFAS No. 133 umgidl years beginning after June 15, 2000. We dais® derivative instruments, therefore
the adoption of this statement will not have arfe&tfon our results of operations or financial posi

YEAR 2000 COMPLIANCE

BACKGROUND OF YEAR 2000 ISSUES. Many currently ial¢d computer and communications systems and acdtproducts are unable
to distinguish 21(st) century dates from 20(th)tuendates. This situation could result in systaitufes or miscalculations causing business
disruptions. As a result, many companies' softvase computer and communications systems may ndwel tpgraded or replaced to becc
Year 2000 compliant.

OUR PRODUCT TESTING AND LICENSING. We have testdidodour current products for Year 2000 compliandée derived our testing
method from our review and analysis of the Year®@3ting practices of other software vendorsyeeieindustry Year 2000 compliance
standards and the specific functionality and ojiregagnvironments of our products. The tests areoruall supported platforms for each
current release of our product and include tedtinglate calculations and internal storage of d&tamation with test numbers starting in
1999 and going beyond the Year 2000. Based on thsie we believe our products to be Year 2000ptiamt with respect to date
calculations and internal storage of date infororati

CUSTOMER CLAIMS. We may be subject to customermkato the extent our products fail to operate prigpes a result of the occurrence
of the date January 1, 2000. Liability may resulltite extent our products are not able to stosplaly, calculate, compute and otherwise
process date-related data. We could also be subjettims based on the failure of our productedok with software or hardware from other
vendors.

OUR EXTERNAL VENDORS. We periodically verify Yeaf@0 compliance by external vendors that supply itis material software and
information systems and communicate with our sigaift suppliers to determine their Year 2000 reasin As part of our assessment, we
periodically evaluate the level of validation weuée of third parties to ensure their Year 200fdiress. To date, we have not encountered
any material Year 2000 problems with software aridrimation systems provided to us by third parties.

OUR INTERNAL SYSTEMS. We periodically review outt@mnal management information and other systendetttify any products,
services or systems that may not be Year 2000 dan@nd to take corrective action when requiregld&te, we have not encountered any
material Year 2000 problems with our computer syster any other equipment that might be subjestti problems.

COSTS OF ADDRESSING YEAR 2000 COMPLIANCE. Basedoom preliminary evaluations, we do not believe wk wcur significant
expenses or be required to invest heavily in cosmpaitstem improvements to be Year 2000 compliat.dé/not believe the cost of
remediation for Year 2000 non-compliance issuestified to date will exceed $50,000. However, siigaint uncertainty exists concerning
the potential costs and effects associated witlr 2680 compliance. Any Year 2000 compliance probéxmperienced by us or our customers
could decrease demand for our products which ceetiidbusly harm our business and results of operstio

CONTINGENCY PLANNING. We are formulating a continggy plan at this time and expect to have specdittiogency plans in place pr
to November 30, 1999.
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BUSINESS

THE FOLLOWING BUSINESS SECTION CONTAINS FORWARD-LGONG STATEMENTS RELATING TO FUTURE EVENTS OR
THE FUTURE FINANCIAL PERFORMANCE OF F5, WHICH INVOLE RISKS AND UNCERTAINTIES. OUR ACTUAL RESULTS
COULD DIFFER MATERIALLY FROM THOSE ANTICIPATED IN HESE FORWARD-LOOKING STATEMENTS AS A RESULT OF
CERTAIN FACTORS, INCLUDING THOSE SET FORTH UNDER IBK FACTORS" AND ELSEWHERE IN THIS PROSPECTUS.

OVERVIEW

F5 is a leading provider of integrated Interneffitananagement solutions designed to improve tralability and performance of mission-
critical Internet-based servers and applications. @oducts monitor and manage local and geografhidispersed servers and intelligently
direct traffic to the server best able to handiser's request. Our products are designed to heygpt system failure and provide timely
responses to user requests and data flow. Our BR¥gistered Trademark- and 3DNS-Registered Trader@antrollers, when combined
with our see/IT-TM- Network Manager, help organiaas optimize their network server availability gmefformance and cost-effectively
manage their Internet infrastructure. Our solutiaresused by organizations who rely on the Inteaset fundamental component of their
business. Our customers include Internet servigeighers, such as Exodus Communications, Frontieb&Center, PSINet, and MCI
WorldCom, e-commerce companies and many other argtgons that employ high-traffic Internet sitese\Wave sold our products to over
600 end-customers as of August 31, 1999.

INDUSTRY BACKGROUND

The Internet has emerged as a critical commerceamanunications platform for businesses and conssimerldwide. International Data
Corporation estimates that there were approximdt@f/million Internet users at the end of 1998 anticipates this number will grow to
approximately 320 million by 2002. This dramatiowth in the number of Internet users coupled withihcreased availability of powerful
new tools and equipment that enable the developrpemtessing and distribution of data across tkermet have led to a proliferation of
Internet-based applications and services, suchcasnenerce, e-mail, electronic file transfers antineninteractive applications. At the same
time that the number of users of, and uses forlritegnet has increased significantly, the compeaind volume of Internet traffic has
increased dramatically. According to UUNet estirsataternet traffic doubles every 100 days.

As a result of the Internet's growing popularitgaapabilities, numerous businesses have comdytomet as a fundamental commerce and
communications tool. For example, a growing nundfarganizations, such as Web hosting areimerce companies, rely primarily on
Internet to transact business. In addition, margiriesses are using the Internet to deploy misgiibicad business applications in browser-
based intranet and extranet computing environméaiture to deliver the expected availability amfprmance for these Internet-based
applications can result in a significant cost te ¢inganization.

This widespread proliferation in the use and imgoce of the Internet has strained many organizsitimatwork infrastructures. In order to
support the dramatic increases in Internet usdraffic, many organizations have aggressively edeametwork server capacity. According
to IBM, servers are being connected to the Inteahatrate of 53,000 per month. Network infrasuites are further strained by unpredictable
traffic, the complexity of the network environmeamtd the increased variety of data, including mudtila components and video clips. In this
environment, organizations often deploy multiplevees in a group, or array, which contains indiabtapplication-specific servers or
redundant servers that operate together as a Matge server. Server arrays can reduce singlepof failure and be a cost-effective way to
increase the potential capacity of the system byiging the flexibility to add additional servesthe array as needed. The practice of
geographically dispersing server arrays to helpgesystem failure and direct traffic more effitig is also a growing trend.
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While additional servers, redundant server conéijans and geographically dispersed server sitigsauelress an organization's rapidly
increasing traffic, they also increase the orgditng need for sophisticated Internet traffic ngeraent tools to help manage the availability
and performance of its servers and applicationsoptimal server array performance, intelligentides are required to direct traffic and
synchronize content across local and geographidalyersed servers. These intelligent devicegyau balancers, identify which server,
whether local or remote, is best able to handle tespiests.

Most currently available Internet traffic managemgmducts are extensions to hardware-based routbish lack the robust functionality
required to support current mission-critical Intefrbased servers and applications. These prodiectycally not designed to address
application availability, nor do they meet the mgaability and scalability required by organizatioviso depend on the Internet as a
fundamental commerce and communications tool. Aesalt, we believe that traditional traffic managernproducts do not adequately
address the need to manage traffic flows and ertbaravailability of mission-critical servers angpéications in the rapidly changing Internet
environment.

F5 SOLUTION

We develop, market and support cost-effective giraeed Internet traffic management solutions desdigie ensure that mission-critical
Internet-based servers and applications are canisiy available and perform reliably. Our producienitor and manage locally and
geographically dispersed servers and intelligeditigct traffic to the server best able to handiuker request. We believe that our products
deliver Internet quality control by providing thallbwing key benefits:

HIGH SYSTEM AVAILABILITY. Our integrated suite of ipducts works with servers deployed in a redundanter array over a local or
wide area network to enhance network performandea@tuce single points of failure. Our solutionstamiously monitor network
performance to enable real-time detection of selygplication and content degradation or failuras&l on this information, our solutions
automatically direct user requests to functioniagyers and applications. Our products also enadtleark administrators to deploy new
servers and take individual servers offline forthoel maintenance without disrupting service to esers.

INCREASED PERFORMANCE. Our products provide a digant performance improvement over other curr@praaches. Our solutions
monitor server and application response time amidyveontent. This information is used to intelligéy direct user requests to the server with
the fastest response time. By intelligently allowatraffic throughout the network, our solutiomsluce server overload conditions that may
cause performance degradation.

COST-EFFECTIVE SCALABILITY. Our solutions enable mecefficient utilization of existing server capadiy intelligently allocating

traffic among servers. This capability allows ongations to optimize the capacity of existing sesvand, as traffic volume dictates, cost-
effectively expand server capacity through incretaleadditions of relatively low cost servers rattiean upgrading to larger, more expensive
servers. Our solutions can be used with multiptedogieneous hardware platforms, allowing orgaropatto protect their investments in their
legacy hardware installations as well as intedftatiere hardware investments.

EASIER NETWORK MANAGEABILITY. Our products colleéhformation that can be used to facilitate netwardnagement and planning
from a central location. Leveraging our produdisitegic location in the network, our solutionslect data that is crucial for traffic analysis
and apply proprietary trend and analysis tools slyathesize this data so that network manager$otaoast network requirements more
accurately. In addition, we are in the processesetbping solutions to automatically synchronizateot across remote locations, thereby
helping to ensure users access to the same caoaganrtless of server location.

ENHANCED NETWORK CONTROL. Our solutions enable angations to prioritize and arrange network traffiiesed on user-defined
criteria to meet their specific needs. For example,products may be
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configured to utilize the most cost-efficient commaation links or, alternatively, to achieve theshmpid response time.
STRATEGY

Our objective is to be the leading provider of grteed Internet traffic management solutions desigio optimize network server availability
and performance. Key components of our strategudiec

OFFER A COMPLETE INTERNET TRAFFIC MANAGEMENT SOLUTN. We plan to continue expanding our existingesoftproducts

to provide a complete Internet traffic managemenhiton that further optimizes the availability apdrformance of network servers and
applications. To support this objective, we hawently introduced our see/IT-TM- Network Manageattbommunicates with our BIG/ip and
3DNS Controllers to enable real-time network manitp and pro-active network management. Furtherineeeare currently developing our
global/SITE-TM- Controller that is designed to emsdata integrity by automatically synchronizingitant across local and geographically
dispersed network servers. To further support aile ®f products, we intend to continue to invesbir professional services group to
provide the installation, training and support &8 required to help our customers optimize theé of our Internet traffic management
solutions.

INVEST IN TECHNOLOGY TO CONTINUE TO MEET CUSTOMERBEDS. We plan to continue to invest in researchdmalopment

to provide our customers with complete Interndfittananagement solutions that meet their needs.cDrent technology platform has been
designed to quickly and easily expand the featanesfunctionalities of our suite of products aslhasldevelop additional products that
address the complex and changing needs of ourraesso We are also in the process of developingialpasd software modules that will
allow our customers to purchase products with fjodfeiatures based on their specific requirements.

EXPAND SALES CHANNELS AND GEOGRAPHIC SCOPE OF SALBSe plan to invest significant resources to expaumddirect sales
force and further develop our indirect sales chimme addition to maintaining a strong direct sdlgrce, we plan to expand our indirect sales
channels through leading industry resellers, oab@guipment manufacturers, systems integratotsiriat service providers and other chal
partners. Furthermore, we plan to expand salesiolindernet traffic management solutions to govegntrentities. We also plan to
aggressively develop our direct and indirect iriional sales capabilities, particularly in seldateuntries in the European and Asia Pacific
markets.

BUILD AND EXPAND RELATIONSHIPS WITH STRATEGIC PARTHERS. We plan to capitalize on products, technolbgied channels
that may be available through partners. We curydralve an OEM relationship with Cabletron and arlging agreement for our BIG/ip load-
balancing technology with Extreme Networks. We gurg to seek relationships with partners that arlable us to increase the market
opportunity for our products and technologies.

LEVERAGE OUR MARKET LEADERSHIP TO CONTINUE TO BUILOOHE F5 BRAND. We plan to continue building branslaaieness
that positions us as one of the leading providétsternet traffic management solutions. Our gsdbir the F5 brand to be synonymous with
superior network performance, high quality custosesrice and ease of use. To achieve these olgsctive plan to increase our investments
in a broad range of marketing programs, includictiva tradeshow participation, advertising in ppablications, direct marketing, high-
profile Web events and our Internet site.

PURSUE STRATEGIC ACQUISITIONS. We may selectivelyrgue strategic acquisitions for products and teldgies that will
complement or expand our existing Internet trafii@nagement solutions.
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PRODUCTS AND TECHNOLOGY

We have developed BIG/ip, 3DNS and see/IT-TM- agite of Internet traffic management products faailitate high performance, high
availability and scalable access to network seaverys located at a single site or across multg@egraphically dispersed sites. Our suite of
products helps to ensure that Web servers canmddpcever-increasing Internet traffic. The follogiis a summary of our products currently
available and under development:

PRODUCT NAME DE SCRIPTION INTRODUCTION DATE
BIG/ip-Registered Trademark- Intelligent lo ad balancer for local July 1997
Controller area networks
3DNS-Registered Trademark- Intelligent lo ad balancer for wide September 1998
Controller area networks
see/lIT-TM- Network Manager Traffic analys is and network April 1999

management sof tware application for
BIG/ip and 3DN S
global/SITE-TM- Controller File replicati on and Under development
synchronizatio n controller for
managing conte nt across
geographically dispersed Internet
sites

BIG/IP CONTROLLER. BIG/ip is an intelligent load lacer consisting of our proprietary software, whige load on a pre-configured,
industry-standard hardware platform. Situated betwee network's routers and server array, BIG/iginanusly monitors the array of local
servers to ensure application availability and @enince and automatically directs user requedtsetgerver best able to handle these
requests. By quickly detecting application, sevadl network failures and directing service towdwase servers and applications that are
functioning properly, BIG/ip is designed to helgpent system failure and provide timely responsasser requests and data flow. BIG/ip
offers a comprehensive choice of load-balancingritlygms that enables an organization to choosadbmlancing configuration that best
suits its particular needs. Additionally, BIG/iptiaely queries and checks content received fronliegiions, thereby helping to ensure the
quality of Web content. Thus, if a server and aggtion are responding to users' requests with racbcontent, BIG/ip redirects requests to
those servers and applications that are respornuoyerly.

BIG/ip is compatible with any system that usesdtamdard Internet communication method, also knasvmternet protocol or IP, and can
operate with multiple, heterogeneous hardware guia$. This enables organizations to leverage thedting infrastructure without limiting
their options to meet future network needs. BIGlipports a wide variety of network protocols, imthg Web, e-mail, audio, video, database
and file transfer protocol, which is the standartimod of transfering files over the Internet. Blsdiso manages traffic for network devices
such as firewalls that prevent unauthorized actmeametwork system, cache servers that store dretyuaccessed Web content and
multimedia servers, to help provide reliable cohterailability for end users. BIG/ip's ability totelligently distribute traffic across server
arrays reduces the need for increasingly largemame expensive servers to accommodate increasetvirork traffic. This configuration al
reduces the single point of failure inherent witsiregle large server and allows for the orderlyitholol of new servers or the routine
maintenance or upgrades of servers without digrgggervice to the end user. A typical configuratdnedundant BIG/ip Controllers located
between the server array and network is shown below
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[ILLUSTRATION]
lllustration of redundant BIG/ip Controllers sitfitbetween an organization's server array and nktwor
Additional BIG/ip features include:

- SECURE SOCKETS LAYER SESSION PERSISTENCE enabdeger arrays to support e-commerce and othercapiplns in a secure,
cost-effective and scalable environment.

- SECURE SERVER PROTECTION protects against unaisho use of the network server array.
- RATE SHAPING allows priority levels to be assigne specific types of traffic.

- PACKET FILTERING enables content providers taedirnetwork traffic to servers based on user-dbfmariteria for increased network
security and performance.

- BIG/CONFIG, a simple point-and-click browser-basestallation and configuration tool, facilitatesnote monitoring and administration of
the network in a secure environment.

3DNS CONTROLLER. 3DNS is an intelligent load balanthat manages and distributes user requestssaside area networks. 3DNS
consists of our proprietary software, which we loada pre-configured, industry-standard hardwaagfqim. Like BIG/ip, 3DNS functions
with multiple heterogeneous hardware platforms suqgborts a wide variety of network protocols, imthg Web, e-mail, audio, video,
database and file transfer protocol, and managégtfor network devices such as firewalls, caskevers and multimedia servers.
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When an end-user request is received from a lamabih name server or DNS, 3DNS collects networerimiition and communicates with
each BIG/ip in the network to determine the seareay with the fastest response time. 3DNS thedss#re request to the BIG/ip at this
server array, and the BIG/ip then directs the refiteethe individual server best able to handlélihough organizations can deploy a single
3DNS in their network configuration, multiple 3DNCbntrollers are often deployed within the netwarlptovide redundancy to help ensure
network availability and performance for end usérsypical 3DNS configuration is shown below:

[ILLUSTRATION]
lllustration of 3DNS Controllers at multiple locatis showing the interaction of 3DNS with BIG/ip artdorganization's network
Additional 3DNS features include:
- DYNAMIC LOAD BALANCING optimizes use of availablaetwork resources across wide area networks.

- USER-DEFINED PRODUCTION RULES allow organizatidiaspre-configure traffic distribution decisionscaeding to their specific user
requirements.

- SECURE SERVER PROTECTION offers security featdoesvide area networks similar to those BIG/ipyades for local area networks.

- BIG/CONFIG, a simple point-and-click browser-badsestallation and configuration tool, facilitatesnote monitoring and administration of
the network in a secure environment.

SEE/IT NETWORK MANAGER. see/IT is a recently introzkd software application that communicates witB/Bl and 3DNS to help
improve the management and functionality of an oizgtion's network servers. see/IT, which runs oINa@ server, uses real-time data
collected by BIG/ip and 3DNS to perform crucialffi@analysis management functions. Furthermorerdwewing historical patterns,
network administrators can build predictive modeis forecast usage, which helps them to intelliggaian and
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budget for additional server and bandwidth capasie/IT integrates the BIG/config software modbbd comes pre-loaded with BIG/ip and
3DNS and consists of the following two additioratiernet browser-based modules:

- BIG/PICTURE-TM- is a real-time monitoring toolahdisplays key data on network traffic in easydad graphical illustrations, thereby
enabling network administrators to quickly obtaiformation regarding network and server performam#uding data about server status
and traffic, number of connections, active andfivadP addresses and the availability of individagplications.

- BIG/IANALYSIS-TM- is a forward-looking trend andhalysis tool that uses the information generate8I®/picture to project future
network and server needs. Network managers andmeyaiministrators can use this tool to create "WRascenarios to help forecast the
need for additional servers, interface upgradesosimel network capacity requirements.

GLOBAL/SITE CONTROLLER. global/SITE is a global damanagement solution currently under developnieaitttas been designed to
help organizations automate publishing, distributmd synchronization of file-based content andiegions to local and geographically
dispersed Internet sites. global/SITE is being thgpeax to work with our other products to provideimtegrated Internet traffic management
solution. global/SITE will consist of our propriegasoftware, which we will load on a pre-configur@ustry-standard hardware platform
and is being developed to intelligently deploy bptbgram and data files to arrays of heterogen®deis servers. global/SITE's configuration
database will allow administrators to define staddales for content deployment as well as acconat®dnique content distribution events
as needed.

PRODUCT DEVELOPMENT

We believe that our future success depends onbilittydo build upon our current technology platforexpand the features and functionali

of our suite of Internet traffic management produantd develop additional products that maintaintecinnological competitiveness. Our
product development group, which is divided alongdpict lines, employs a standard process for thydedevelopment, documentation and
quality control of our Internet traffic managemsntutions. As of August 31, 1999, we employed 5@pbein this group. Each product line is
headed by a lead architect, who is responsiblddgeloping the technology behind the product. Tip develop the technology, the lead
architects work closely with our customers to brattederstand their requirements. Each line alsah@®duct manager, who ensures that the
team develops and delivers a product that satisfiesustomers' needs. Software engineers, whodasiign and build the products, and
technicians, who perform test engineering, confijon management, quality assurance and documemtatictions, complete our product
development teams. The test engineering team dealttze overall quality of our products and deteasiwhether they are ready for release.

Our product development expenses for fiscal 1998711998 and the nine months ended June 30, 1889%$103,000, $569,000, $1.8
million and $3.8 million, respectively. We expecirg@roduct development expenses to increase asrevadditional research and
development personnel to develop new products pgdade our existing ones.

CUSTOMERS

Our target customers include Internet service gieng and companies with e-commerce sites and hadfictinternet or intranet Web sites.
We have also participated in several high profileb/¢vents. For example, BIG/ip and 3DNS were usedanage traffic for the official
shuttle.nasa.gov Web site for the John Glenn sglagttle mission. This site featured a real-timei@atid video simulcast of the live NASA
broadcast of the shuttle liftoff. In addition, vaelips covering the remainder of the mission wergodically updated and made available
through the site. On its most active day, thisgteived over 7 million user requests. We havd sal products directly or through resellers,
including Exodus

32



Communications and Frontier GlobalCenter, to o\ énd-customers as of August 31, 1999. Our largssiler, Exodus Communications,
accounted for 21.7% of our net revenues for the nionths ended June 30, 1999. The following istaficustomers that have purchased at
least $100,000 of our products since the end oth14©98:

Resellers

ISP/Web Hosting

- Cabletron
- Exodus
- Frontier GlobalCenter
- Extreme
- Exodus
- MCI WorldCom
- PSINet

Intranet/Enterprise - Activate

SALES AND MARKETING

BankAmerica
- BellSouth
- Cable & Wireless
- Citigroup/Salomon Smith Ba rney
- Digital Entertainment
- Encyclopedia Britannica
- Fidelity Investments
- First Data Corp
- Freddie Mac
- ISPNews

- NTT

- Planet Online

- Vanstar

- Technautics

- StarMedia Network
- UUNet

- Verio

- Microsoft

- Motorola

- Nanocosm

- Network Solutions

- Next Venue

- Office.com

- People's Bank
- ShopNow.com
- Unum

- Zip2

We market and sell our Internet traffic managensehitions through a direct sales force in the Whi#ates, the United Kingdom, the
Netherlands and Australia, as well as through dtimesd international channel partners. We plaim¥est significant resources to expe

our direct sales force and further develop ourrgatisales channels by developing relationshipls lwading industry resellers, original
equipment manufacturers, systems integrators,rieteservice providers and other channel partngnsica@lly, our agreements with our
channel partners are not exclusive and do not ptewg channel partners from selling competitiveducts. These agreements typically have
terms of one or two years with no obligation toaenand typically do not provide for exclusive satlerritories or minimum purchase

requirements.

Exodus and Frontier GlobalCenter account for mbsuo indirect sales. We are in the process of isgethannel partners for our products in
the United States and selected countries in thefdean and Asia Pacific markets. We have increas®&tiplan to further increase, the number
of individuals focused on sales to government iestiand are developing strategic relationshipswiilbhelp facilitate these sales. As of
August 31, 1999, we employed 67 people in saleswantteting.

Our regional sales managers are responsible fectdiustomer contact and are located in SeattteF&mcisco, Los Angeles, Dallas,
Chicago, Boston, Detroit, New York, Atlanta, Wagjton, D.C., the United Kingdom, the Netherlands Andtralia. Our inside sales
managers generate and qualify leads for our repgates managers and help manage accounts by gavia liaison between our field and
internal corporate resources. Our field systemsneregs also support our regional sales managepsatticipating in joint sales calls and
providing pre-sales technical resources as needed.

We plan to continue to build strong brand awaretes$sverage the value of our Internet traffic mgeraent products and professional
services in the marketplace. We believe brand Wityilis a key factor in increasing customer awa®sy and our goal is for the F5 brand to be

synonymous with superior
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performance, high quality customer service and ehsse. We market our products and services thrauigroad range of marketing
programs, including active tradeshow participatadyertising in print publications, direct markegimighprofile Web events and our Inter
site. Our marketing programs are focused on crgaareness of our Internet traffic managementisolsi and services and are targeted at
information technology professionals such as ciniiefrmation officers.

PROFESSIONAL SERVICES AND TECHNICAL SUPPORT

We believe that our ability to consistently proviigh-quality customer service and support willdbleey factor in attracting and retaining
customers. Prior to the installation of our Intérnaffic management solutions, our professionatises team works with organizations to
analyze and understand their special network n@das; also make recommendations on how to integnatesolutions to best utilize our
product features and functionality to support thueiilque network environment. Once our customershasge our products, we go on-site to
help with installation and provide an initial traig session to help our customers make use ofutngibnality built into our products.

Our technical support team provides remote sughootigh a 24x7 help desk. Our technical supporhtakso assists our customers with
online updates and upgrades. We also offer semamatdraining sessions for our customers on théigumation and use of our products,
including local and wide area network system adstiation and management. In addition, we provifldlaange of consulting services to
our customers, including comprehensive network mameent, documentation and performance analysisapakcity planning to assist in
predicting future network requirements. As of AugB, 1999, our professional services and techsigaport team consisted of 21
employees.

MANUFACTURING

We outsource the manufacturing of our pre-configunedustry-standard hardware platforms to pringaxlo contract manufacturers, Micro
Standard Distributors and Unisoft, who assembledgh®rdware platforms to our specifications. Theatorms consist primarily of an Intel-
based computing platform, rack-mounted enclosustesy and custom-designed front panel. We instalpoaprietary software onto the
hardware platforms and conduct functionality tetiquality assurance and documentation controt peighipping our products.

We have experienced minor delays in shipments tl@se contract manufacturers in the past which havéad a material impact on our
results of operations. We may experience delayisariuture or other problems, such as inferior iqpaind insufficient quantity of product,
any of which may seriously harm our business andltg of operations. From time to time, we inteméhtroduce new products and product
enhancements, which will require that we coordimateefforts with those of our contract manufactsite ensure a sufficient quantity of
hardware components. In addition, as our salegaser our contract manufacturers will need to aeh@ume production to meet our
demand. The inability of our contract manufactuterprovide us with adequate supplies of high-qudlardware platforms or the loss of one
or more of our contract manufacturers may causslaydn our ability to fulfill orders while we olitaa replacement manufacturer and may
seriously harm our business and results of opemstio

Subcontractors supply our contract manufacturetls thie standard parts and components for our ptediibese standard hardware parts and
components consist of motherboards, reboot cardslaasses.

Generally, purchase commitments with our limitedrse suppliers are on a purchase order basis. tarruption or delay in the supply of any
of these hardware components, or the inabilityrtepre these components from alternate sourcescaptable prices and within a reasonable
time, will seriously harm our business and resofitgperations. In addition, qualifying additionalppliers can be time-consuming and
expensive and may increase the likelihood of errors
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Lead times for purchasing these components vanifgigntly and depend on factors such as the sigestipplier, contract terms and demand
for a component at a given time. If orders do natah forecasts, excess or inadequate suppliestaircenaterials, including components
manufactured by our subcontractors, may seriowsignbour business and results of operations.

COMPETITION

Our markets are new, rapidly evolving and highlynpetitive, and we expect this competition to pemsigl intensify in the future. We
compete in the Internet traffic management markietarily on the basis of price, service, warranty @roduct performance. Our principal
competitors in the Internet traffic management raainkclude Cisco Systems, Alteon WebSystems, Ar@mntfFCommunications, HydraWeb
Technologies, RadWare and Resonate. We expechtmae to face additional competition as new pgréints enter the Internet traffic
management market. Companies with significant ness brand recognition and sales channels may dtiramces with or acquire compet
Internet traffic management solutions and emergsagasficant competitors. In addition, competitongy bundle their products or incorporate
an Internet traffic management component into grdgproducts in a manner that discourages usens fnarchasing our products. Potential
customers may also choose to purchase additionadrsanstead of our products.

Cisco Systems has a product offering similar ts@und holds the dominant share of the market. Giasa longer operating history and
significantly greater financial, technical, markegtiand other resources than we do. Cisco also has@extensive customer base and broadel
customer relationships including relationships witany of our current and potential customers tbatd:be leveraged. In addition, Cisco has
significantly more established customer supportanodessional services organizations and more sktertirect sales force and direct and
indirect sales channels than we do. Cisco and ih@r @ompetitors may be able to respond more quickhew or emerging technologies and
changes in customer requirements than we can.ditiad these companies may adopt aggressive gripiticies to gain market share. As a
result, we may not be able to maintain a competipigsition against current or future competitongr failure to maintain and enhance our
competitive position within the market may serigusarm our business and results of operations.

INTELLECTUAL PROPERTY

We rely on a combination of copyright, trademarl trade secret laws and restrictions on discloBupgotect our intellectual property righ
We currently do not have any issued patents but faw applications pending for various aspectsusftechnology.

We also enter into confidentiality or license agneats with our employees, consultants and corpgatmers, and control access to and
distribution of our software, documentation andeotproprietary information. Despite our effortgptmtect our proprietary rights,
unauthorized parties may attempt to copy or othexwbtain and use our products or technology. Mdniy unauthorized use of our products
is difficult, and we cannot be certain that thepsteve have taken will prevent misappropriation af chnology, particularly in foreign
countries where the laws may not protect our patary rights as fully as in the United States.ddigon, we have not entered into non-
competition agreements with several of our formepleyees.

We incorporate software that is licensed from sahtird party sources into our products. Thesenges generally renew automatically on an
annual basis. We believe that alternative techneofpr this licensed software are available baimestically and internationally.

From time to time, third parties may assert exeleigatent, copyright, trademark and other intellacproperty rights claims or initiate
litigation against us or our contract manufactursuppliers or customers with respect to existinfuture products. Although we have not
been a party to any claims alleging infringemenntdllectual property rights, we cannot assure @i we will not be subject to these claims
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in the future. We may in the future initiate claiprditigation against third parties for infringenteof our proprietary rights to determine the
scope and validity of our proprietary rights orgbmf our competitors. Any of these claims, witlwithout merit, may be time-consuming,
result in costly litigation and diversion of tecbal and management personnel or require us to csasg infringing technology develop non-
infringing technology or enter into royalty or liteing agreements. Such royalty or licensing agreém# required, may not be available on
acceptable terms, if at all. In the event of a sasful claim of infringement and our failure orhildy to develop nonnfringing technology o
license the infringed or similar technology onradly basis, our business and results of operatitmsbe seriously harmed.

EMPLOYEES

As of August 31, 1999, we employed 178 full-timegoas, 57 of whom were engaged in product developré& in sales and marketing, 21
in professional services and technical support3huh finance, administration and operations. Noheur employees is represented by a
labor union and we have not experienced any wapstges to date. We consider our employee relatiobs good.

FACILITIES

We currently lease an aggregate of approximatel§@Bsquare feet of office space in Seattle, Waghim The current lease for the Seattle
facility expires in February 2004, with an optianrenew for five years. We have also signed a l&asgpproximately 84,000 square feet of
new office space in Seattle in a building whicleusrently under construction. This lease will cormee on approximately July 1, 2000, and
will expire 12 years after commencement. We alasdeoffice space for our sales personnel in Nevk,Y@alifornia and the United Kingdor

LEGAL PROCEEDINGS

From time to time, we may be involved in litigaticglating to claims arising out of our ordinary ceelof business. We are not currently
involved in any material legal proceedings.
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MANAGEMENT
THE FOLLOWING TABLE SETS FORTH CERTAIN INFORMATION  WITH RESPECT TO OUR
EXECUTIVE OFFICERS AND DIRECTORS AS OF AUGUST 31, 1999:

EXECUTIVE OFFICERS AND DIRECTORS

NAME AGE POSITION
Jeffrey S. HUSSEY.....cooovvvviiiiiiiiiiiieees 38 Chairman of the Board, Chief Executive Officer and
President
Robert J. Chamberlain..............cccccceene 46 Vice President of Finance, Chief Financial Off icer
and Treasurer
Steven Goldman.........cccccveeeeeiiiiiniinnnns 39 Senior Vice President of Sales, Marketing and
Services
Brett L. Helsel.......ccccoooviiiiiiiiiieeee 39 Vice President of Product Development and Chie f
Technology Officer
Carlton G. Amdahl (1)........cvvvvevvereeenennnnn. 47 Director
Karl D. Guelich (1)(2).....cvvevevveieeieiinianns 57 Director
Alan J. Higginson (2)......ccccoecvveeeeninnenn. 52 Director
Sonja L. Hoel (2)....coccveieeiiiiiiiiiinn. 33 Director
Kent L. Johnson (3).....cccccvvvivievenennenenn. 56 Director

(1) Member of Audit Committee.
(2) Member of Compensation Committee.
(3) Mr. Johnson has tendered his resignation aseatdr, effective October 5, 1999.

JEFFREY S. HUSSEY co-founded F5 in February 199bhas been our Chairman, Chief Executive Officer Rresident since that time.
From February 1996 to March 1999, Mr. Hussey atswexd as our Treasurer. From July 1995 to Febrl@@$, Mr. Hussey served as Vice
President of Alexander Hutton Capital L.L.C., amastment banking firm. From September 1993 to 1885, Mr. Hussey served as Presit
of Pacific Comlink, an inter-exchange carrier pairg frame relay and Internet access servicesadtcific Rim, which he founded in
September 1993. Mr. Hussey holds a B.A. in Findrara Seattle Pacific University and an M.B.A. frahe University of Washington.

ROBERT J. CHAMBERLAIN has served as our Vice Presidf Finance, Chief Financial Officer and Treaswince March 1999. From
September 1998 to February 1999, Mr. Chamberlairegleas Senior Vice President and Chief Financflit€r of Yesler Software, an early
stage company developing a personal multimediaceeimunication product. From February 1998 to J998l Mr. Chamberlain served as
Co-President of Photodisc, a provider of digitahgary, which merged with Getty Images Inc. in Fabyu998. From May 1997 to February
1998, Mr. Chamberlain served as Senior Vice Presided Chief Financial Officer of Photodisc. Fromrh1996 to May 1997, Mr.
Chamberlain served as Executive Vice PresidentCinief Financial Officer of Midcom Communicationsina telecommunications service
provider. From January 1992 to December 1995, Marfiberlain served as Vice President Finance andafipes of ElseWare Corporation,
a font technology company. From July 1989 to Ap8i®1, Mr. Chamberlain was an audit partner in ilgb kechnology practice of KPMG
Peat Marwick, and was employed by KPMG Peat Mangioke January 1980. Mr. Chamberlain holds a B.Business Administration and
Accounting from California State University, Noridge.

STEVEN GOLDMAN has served as our Vice Presiderales and Marketing since July 1997 and our Safige President of Sales,
Marketing and Services since July 1999. From Deegrib96 to February 1997, Mr. Goldman served ase Piesident, Enterprise Sales and
Services, for Microtest, Inc., a network test equémt and CD ROM server company, after its acqoisitif Logicraft. From March 1995 to
December 1996, Mr. Goldman served as Executive Fresident, North American Operations, for
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Logicraft, a CD ROM server company, after its mengieh Virtual Microsytems, a CD ROM server compafyom 1990 to March 1995, M
Goldman served as Vice President of Sales for glilicrosystems. Mr. Goldman holds a B.A. in Ecomsyfrom the University of
California at Berkeley.

BRETT L. HELSEL has served as our Vice PresideRrofduct Development and Chief Technology Officeces May 1998. From April to
May 1998, Mr. Helsel served as our Vice Presidéhtdvanced Product Architecture. From March 199R®arch 1998, Mr. Helsel served as
Vice President, Product Development, for Cyberdaie, a provider of enterprise-wide network seyusblutions. From April 1994 to
October 1997, Mr. Helsel served as Site Developriviemiager for Wall Data, a host connectivity softevaompany. Mr. Helsel holds a B.S.
in Geophysics and Oceanography from the Floridttirte of Technology.

CARLTON G. AMDAHL has served as one of our direstsince May 1998. Mr. Amdahl operates Amdahl Asstesi, a consulting firm
specializing in technology management, productesgsaand system architecture. Mr. Amdahl has seagelresident of Network Caching
Technology L.L.C., a network caching company, siRebruary 1999 and as President and Chief ExecQtifreer of Inca Technology, a
network caching company, since October 1997. Fre&bo January 1996, Mr. Amdahl served as Chairafdhe board of directors and
Chief Technical Officer of NetFRAME Systems, a hjggrformance network server company, which he fedrid 1985. Mr. Amdahl is a
Stanford University Sloan Fellow and holds a B.&grée in Electrical Engineering and Computer S@drum the University of California,
Berkeley and an M.S. in Management from Stanfor@/éhsity.

KARL D. GUELICH has served as one of our directsirce June 1999. Mr. Guelich has been in privatetre as a certified public
accountant since his retirement from Ernst & Youm§993, where he served as the Area Managing &dfidnthe Pacific Northwest offices
headquartered in Seattle from October 1986 to Ndezrh992. Mr. Guelich holds a B.S. degree in Actimgnfrom Arizona State University.

ALAN J. HIGGINSON has served as one of our direggince May 1996. From November 1995 to Novemb@8,1®r. Higginson served as
President of Atrieva Corporation, a provider of adeed data backup and retrieval technology. From M®0 to November 1995, Mr.
Higginson served as Executive Vice President ofliWade Sales and Marketing for Sierra On-line, sedeper of multimedia software for
the home personal computer market. From May 199@teember 1995, Mr. Higginson served as PresideSterra On-line's Bright Star
division, a developer of educational software. Migginson holds a B.S. in Commerce and an M.B.8nfithe University of Santa Clara.

SONJA L. HOEL has served as one of our directarsesAugust 1998. Ms. Hoel has been a managingtdirand general partner of Menlo
Ventures, a venture capital firm, since July 1986 has been employed by Menlo Ventures since Afi¢.1From August 1993 to April 19¢
Ms. Hoel was an associate at the Edison Venturd Famenture capital firm. From December 1991 tweJi993, Ms. Hoel served as a
business development consultant at Symantec Cdipoya consumer software applications company,feord January 1989 to June 1991,
served as an investment analyst at TA Associatesntre capital firm. Ms. Hoel holds a B.S. in Goerce from the University of Virginia
and an M.B.A from the Harvard Business School.

KENT L. JOHNSON has served as one of our direcorse May 1996. Mr. Johnson has tendered his ras@nas a director of F5, effective
October 5, 1999. Mr. Johnson is the Chairman andadag Director of AHVP Management, LLC which igtheneral partner of Alexander
Hutton Venture Partners, a venture capital funghrRo that Mr. Johnson served as President of @&deber Hutton Capital, L.L.C., which he
co-founded in August 1994. From April 1989 to M&94, Mr. Johnson served as Senior Vice PresidehClnef Operating Officer of
Brazier Forest Industries, a forest products compln. Johnson is also a director of Timeline, |recsoftware company. Mr. Johnson holt
B.A. in Business Administration from the UniversiafWashington and an M.B.A. from Seattle Universit
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Our executive officers are appointed by the bo&mirectors and serve until their successors aretedl or appointed.
There are no family relationships among any ofditectors or executive officers.
BOARD COMPOSITION

We have authorized a range of directors from fivaihe. In accordance with the terms of our ameratédies of incorporation, the terms of
office of the board of directors is divided intoeh classes:

- Class | directors, whose term expires at the ahmeeting of shareholders to be held in 2000;
- Class Il directors, whose term expires at theuahmeeting of shareholders to be held in 2001; and
- Class lll directors, whose term expires at theuah meeting of shareholders to be held in 2002.

Our Class | directors are Mr. Guelich and Ms. Hoel, Class Il directors are Messrs. Higginson aithdon, and our Class Il directors are
Messrs. Amdahl and Hussey. At each annual meefisbareholders after the initial classificatiore guccessors to directors whose terms
then expire will be elected to serve from the tmhelection and qualification until the third anhu@eeting following election. Any additional
directorships resulting from an increase in the benof directors will be distributed among the thodasses so that, as nearly as possible,
each class will consist of one-third of the direstd his classification of the board of directoraynhave the effect of delaying or preventing
changes in control or management of F5.

BOARD COMMITTEES

- AUDIT COMMITTEE. Our audit committee, consistia§ Mr. Amdahl and Mr. Guelich, reviews our interraicounting procedures and
consults with and reviews the services providedtnyindependent auditors.

- COMPENSATION COMMITTEE. Our compensation comn#tteonsisting of Ms. Hoel and Messrs. Higginson @ueélich, reviews and
recommends to the board of directors the compeamsatid benefits of all our officers and establisted reviews general policies relating to
compensation and benefits of our employees. Mrskeljswho acts as a plan administrator for our 19@8ity Incentive Plan, authorizes st
option grants for employees other than officer dindctor level employees within ranges pre-apprdwethe board of directors.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

None of our executive officers serves as a membtirecboard of directors or compensation committieany entity that has one or mc
executive officers serving as a member of our boédirectors or compensation committee.

DIRECTOR COMPENSATION

Directors currently receive no cash compensatiomfF5 for their services as members of the boadirettors. They are reimbursed for
certain expenses in connection with attendanceatband committee meetings. From time to timgagenon-employee directors have
received grants of options to purchase sharesroé@uamon stock. In May 1996, Messrs. Higginson dotthson each were granted an option
to purchase 84,000 shares of our common stock exentise price of $0.50 per share. In May 1998,Afndahl was granted an option to
purchase 84,000 shares of our common stock atemgisg price of $0.50 per share. Eligible non-eiygdodirectors receive automatic option
grants under our 1999 Non-Employee Directors' Qpitan at the fair market value of our common stmtkhe date of grant. In June, 1999,
Mr. Guelich was granted an option under this ptapurchase 5,000 shares of our
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common stock at an exercise price of $18.00 paesisee "--Equity Incentive Plans--Amended and &edtDirectors' Nonqualified Stock
Option Plan" and "--1999 Non-Employee DirectorstiGpPlan."

EXECUTIVE COMPENSATION

The table below sets forth the compensation paidsbguring the fiscal year ended September 30, 1988 our President and Chief
Executive Officer and (b) our only other executbfécer other than the Chief Executive Officer whasalary and bonus for fiscal 1998
exceeded $100,000 and who served as an executiveraff F5 during the fiscal year ended Septendferl998.

SUMMARY COMPENSATION TABLE

ANNUAL COMPENSATION

NAME AND PRINCIPAL POSITION SALARY BONUS ALL OTHER COMPENSATION
Jeffrey S. HUSSEY......cceeovvveevieeiiieene, $128,749 $ 3,196
President and Chief Executive Officer
Steven Goldman........cccceeeeeveiiiiiiiiiiennns 120,000 5,000 $ 46,444(1)
Senior Vice President of Sales, Marketing and
Services

(1) Represents commissions paid to Mr. Goldmaisiaf 1998.

OPTION GRANTS IN LAST FISCAL YEAR

We did not grant any options to the executive efficshown in the Summary Compensation Table alvofisdal 1998.
FISCAL YEAR-END OPTION VALUES

The following table sets forth for the executivéiagrs shown in the Summary Compensation Tablaggegate dollar value realized upon
exercise of stock options in the last fiscal yead aumber and value of securities underlying ungged options held at September 30, 1998.

VALUE O F UNEXERCISED
NUMBER OF SECURITIES IN-THE-M ONEY OPTIONS AT
UNDERLYING UNEXERCISED OPTIONS SEPTEMBER 30, 1998 ($) (1)
VALUE AT SEPTEMBER 30, 1998 - e
SHARES ACQUIRED REALIZED - UNEXERCISABLE
NAME ON EXERCISE (#) ($) (1) EXERCISABLE (#) UNEXERCISABLE (#) EXERCISABLE ( $) ($)
Jeffrey S.
Hussey.......... - - - - - -
Steven Goldman.... 59,250 $ 589,538 -- 177,750(2) -- $1,768,613

(1) Based on the initial public offering price dE(G600 per share less the exercise price, multifdiethe number of shares underlying the
option.

(2) These options vest 25% on each of the firsipisd, third and fourth anniversary of the granedatese options will vest fully if we are
acquired in a merger or asset sale. All of thesmiep have a ten-year term.

INCENTIVE STOCK PLANS

1998 EQUITY INCENTIVE PLAN. Our board of directoaslopted our 1998 Equity Incentive Plan on Octol2er1®98, and our shareholders
approved it on November 12, 1998. We initially rese a total of 800,000 shares for issuance urdeplan. In April 1999 we reserved an
additional 1,500,000 shares for issuance undepldreand the shareholders approved it in May, 1988.plan provides for grants of
incentive stock options that qualify under Secd@2 of the Internal Revenue Code of 1986, as antknndeemployees, including officers, of
F5 or any affiliate of F5, and nonstatutory stopkians, restricted
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stock purchase awards, and stock bonuses to enggloyeluding officers, or directors of and conanls to F5 or any affiliate of F5. The
board or a committee appointed by the board adtensishe plan. Our board has the authority to dater which recipients and what types of
awards are to be granted, including the exercie pnumber of shares subject to the award andxbecisability of the awards.

The term of a stock option granted under the plmegally may not exceed 10 years. The board ofitire determines the exercise price of
options granted under the plan. However, in the cdsn incentive stock option, the exercise pcaenot be less than 100% of the fair me
value of our common stock on the date of grant anthe case of a nonstatutory stock option, trer@ge price cannot be less than 50% o
fair market value of our common stock on the détgrant. Options granted under the plan vest atdtespecified in the option agreement.
Except as expressly provided by the terms of atatutery stock option agreement, an optionee mayransfer options other than by will or
the laws of descent or distribution, provided tatptionee may designate a beneficiary who masceseethe option following the optionee's
death. An optionee whose relationship with us grrahated corporation ceases for any reason, exmgegeath or permanent and total
disability, generally may exercise vested optiopgaithree months following cessation. Vested aygtimay generally be exercised for up to
12 months after an optionee's relationship wittoFany affiliate of F5 ceases due to disability &mdgenerally up to 18 months after the
relationship with F5 or any affiliate of F5 ceaske® to death. However, options may terminate oirexgooner or later as may be determined
by the board and set forth in the option agreement.

No incentive stock option may be granted to ang@emho, at the time of the grant, owns, or is degtto own, stock possessing more t
10% of the total combined voting power of F5 or affiliate of F5, unless the option exercise pigat least 110% of the fair market value
the stock subject to the option on the date of tgrad the term of the option does not exceed feary from the date of grant. In addition, the
aggregate fair market value, determined at the Gfrgrant, of the shares of our common stock wapect to which incentive stock options
are exercisable for the first time by an optionagrdy any calendar year under the plan and allratteek plans of F5 and its affiliates may
exceed $100,000. The options, or portions of th®np, which exceed this limit are treated as retnsbry options.

No person may be granted options under the plaaraayan aggregate of more than 200,000 sharesrafanmon stock in any calenc
year.

Shares subject to stock awards that have lapstairoinated, without having been exercised in fuly again become available for the grant
of awards under the plan.

Restricted stock purchase awards granted undgrdinemay be granted pursuant to a repurchase oiptionr favor in accordance with a
vesting schedule determined by the board. The psechrice of these awards will be at least 50% @fair market value of our common
stock on the date of grant. Stock bonuses may laeded in consideration for past services. Rightieua stock bonus or restricted stock
purchase agreement may not be transferred othebthaill or by the laws of descent and distribatienless the stock bonus or restricted
stock purchase agreement specifically providesréorsferability.

Upon certain changes in control of F5 as provideden the plan, the surviving entity will either as® or substitute all outstanding stock
awards under the plan. If the surviving entity deli@es not to assume or substitute these awarels with respect to persons whose service
with F5 or an affiliate of F5 has not terminateddoe the change in control, the vesting of 50%hefe stock awards (and the time during
which these awards may be exercised) will accedeaat the awards terminated if not exercised beferehange in control.

As of August 31, 1999, we had issued 169,291 shayes the exercise of options granted under the gtal options to purchase 687,765
shares were outstanding with 1,442,944 sharesvexbéor future grants or purchases under the giaa.plan will terminate on October 21,
2008, unless terminated sooner by the board.
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AMENDED AND RESTATED 1996 STOCK OPTION PLAN. Our &al of directors adopted the Amended and

Restated 1996 Stock Option Plan on December 2,, Hdbour shareholders approved it on January@®/..We have reserved a total of
2,600,000 shares for issuance under the planatgsshares issuable upon the exercise of optiargep under the Amended and Restated
Directors' Nonqualified Stock Option Plan. The pfanvides for grants of incentive stock optiong taalify under Section 422 of the
Internal Revenue Code to employees, including eff@nd employee directors, of F5 or any affil@téS and nonstatutory stock options to
employees, consultants and other persons selegtin tboard. The board or a committee appointethéyoard administers the plan. The
board has the authority to determine which reciigi@md what types of options are to be grantedi)dirog the exercise price, number of
shares subject to the option and the exercisalofitiie options.

The term of a stock option granted under the plmegally may not exceed 10 years. The exercise pfilmmcentive stock options and non-
statutory stock options granted under the plamfalg the offering, will not be less than 100% lo¢ fair market value of our common stock
on the date of grant. Options granted under the yédst at the rate specified in the option agreénpeavided that options will vest as to 25%
of the underlying shares each year following thie a@d grant if vesting is not specified in the optiagreement. An optionee may not transfer
any options other than by will or the laws of dega@ distribution. If an optionee's service teratas due to death or disability, then any
option held by this optionee who F5 or an affiliafed=5 has continuously employed for two years atitomatically become fully vested and
be exercisable for the duration of the option term.

An optionee whose relationship with F5 or any &ffé of F5 ceases for any reason, other than b degpermanent and total disability, may
exercise vested options up to 90 days followingctresation or a longer period as may be extenddleblyoard in the case of a nonstatutory
stock option. Options may be exercised for up tonbths after an optionee's relationship with Fsaffiliate ceases due to death or
disability or a longer period as the board of dives may extend in the case of a nonstatutory sbption.

No incentive stock option may be granted to ang@emho, at the time of the grant, owns, or is degtto own, stock possessing more t
10% of the total combined voting power of F5 or affjliate of F5, unless the option exercise pigat least 110% of the fair market value
the stock subject to the option on the date of tgrad the term of the option does not exceed feary from the date of grant. In addition, the
aggregate fair market value, determined at the tifrgrant, of the shares of our common stock watspect to which incentive stock options
are exercisable for the first time by an optionagrdy any calendar year under the plan and allrattoek plans of F5 and its affiliates may
exceed $100,000. The options, or portions of th®np, which exceed this limit are treated as retusbry options.

Shares subject to stock options that have lapsésfminated, without having been exercised in fuly again become available for the grant
of options under the plan.

Upon certain changes of control of F5 as provideden the plan, or in the case of a dividend in sgad# 10% of the then fair market value of
our stock, all outstanding options will automatigdlecome fully vested and exercisable for the tiomeof the option term.

As of August 31, 1999, we had issued 623,750 shares the exercise of options granted under the gl options to purchase 1,579,640
shares were outstanding with 102,610 shares raséovéuture grants under either this plan or omeéxded and Restated Directors'
Nonqualified Stock Option Plan. We do not plan targ any additional options under this pl

AMENDED AND RESTATED DIRECTORS' NONQUALIFIED STOCKPTION PLAN. Our board of directors adopted the Anhed and
Restated Directors' Nonqualified Stock Option RlarDecember 2, 1996, and our shareholders appibweadlanuary 28, 1997. The plan
provides for the issuance of up to 2,600,000 shafresir common stock, less the number of any shasesble upon exercise under the
Amended and Restated 1996 Stock Option Plan. Aduofnon-employee directors who joined our boardimdctors
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before August 21, 1998 were entitled to receive-disgretionary stock option grants under the p@ptions granted under the plan do not
qualify as incentive stock options under the IndéfRevenue Code. Each option granted pursuanetplém has an exercise price equal to
$0.50. Under the plan, each non-employee direckar j@ined the board following the closing of théeoing of our Series A preferred stock
and before May 1, 1998 and who was not electedr@tidconnection with his or her investment in etack (or with the investment in our
stock by an affiliated or representative entityha non-employee director) was automatically graate option to purchase that number of
shares of our common stock equal to one percethieathen-current fully-diluted number of share®of common stock. After May 1, 1998,
each newly appointed non-employee director wasnaatically granted an option to purchase 84,000eshaf our common stock. Options
granted under the plan vest in three equal anns#liments from the date of grant and become inmmelgl vested and exercisable upon a
director's death or disability. Options grantedemithe plan are generally non-transferable. Anooygte whose directorship with F5 ceases for
any reason, other than by death or disability, megrcise vested options up to 90 days followinga&gsn, unless these options terminate or
expire sooner by their terms. Options may be egecdcfor up to one year after an optionee's dirshtprwith F5 ceases due to disability or
death. An optionee may not exercise any optionstgdaunder the plan, however, after the expiratioten years from the date it was gran
Upon certain changes of control of F5 as providedien the plan, the plan's options will automaticaltcome fully vested and be exercisable
for the duration of the option term.

As of August 31, 1999, we had issued 126,000 shares the exercise of options granted under the, jplad options to purchase 168,000
shares were outstanding with 102,610 shares raséovéuture grants or purchases under eitherglaia or the 1996 Stock Option Plan. We
do not plan to grant any additional options untierAmended and Restated Directors' NonqualifiediS@ption Plan.

1999 NON-EMPLOYEE DIRECTORS' STOCK OPTION PLAN. \Wdopted the 1999 Non-Employee Directors' Stockddpfilan in April
1999 to provide for the automatic grant to F5 nompyee directors of options to purchase sharesin€ommon stock. The board
administers the plan and cannot delegate admitigstreo a committee. In April 1999, we reservedagigregate of 100,000 shares of common
stock for issuance under the plan, subject to auist in the event of certain capital changes,thadhareholders approved it in May, 1999.

Each person who is first elected or appointed @smaemployee director after the initial public offey will automatically receive a fully
vested and exercisable option for 5,000 shareaddiition, on the day after each of our annual megstof the shareholders, starting with the
annual meeting in 2000, each eligible non-empladiegctor will automatically receive a fully vestadd exercisable option for 5,000 shares,
provided that the recipient has been a non-empldireetor for at least the prior six months. Asgas a non-employee director who is an
optionholder continues to serve with us or withaffiliate of ours, whether in the capacity of aeditor, an employee or a consultant, the
optionholder may exercise the option.

The optionholder may not transfer the option exdspuvill or by the laws of descent and distributiédthough only the optionholder may
exercise the option during his or her lifetime, tdptionholder may designate a third party who marase the option in the event of the
optionee's death. Options granted under the plpinee40 years after the date of grant and havexarcise price equal to 100% of the fair
market value of the common stock on the date aftgiathe optionholder's service to F5 or an &if# terminates, the optionholder may
exercise the option for 12 months if terminationdi= to disability, for 18 months if terminationdse to death or for three months in all other
circumstances.

In the event of a "change in control," the surviyor acquiring corporation may assume outstandpimies under the plan or substitute
similar options. A "change in control" means a sdlall or substantially all of F5's assets, a ey consolidation in which F5 is not the
surviving corporation or a reverse merger in whiéhis the surviving corporation but the sharesamhimon stock outstanding immediately
preceding the merger are converted by virtue ofribeger into other property.
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As of August 31, 1999, an option to purchase 5gl@dFes was outstanding and 95,000 shares wereedder future grants.

1999 EMPLOYEE STOCK PURCHASE PLAN. In April 1999ewadopted the 1999 Employee Stock Purchase Pldrgraaing the issuance
of 1,000,000 shares of common stock pursuant tohase rights granted to employees of F5 or to eyapl® of any designated affiliate of F5
and the shareholders approved it in May, 1999.pithvehase plan is intended to qualify as an emplsyeek purchase plan within the
meaning of Section 423 of the Internal Revenue Code

The purchase plan provides a means by which emgsoy®y purchase our common stock through payrdlict®ns. We implement this
purchase plan by offerings of purchase rightsigl#é employees. Under the purchase plan, we maegify offerings with a duration of not
more than 27 months, and may specify shorter psechariods within each offering. The first offeringgan on June 4, 1999. Unless
otherwise determined by the board of directors,mom stock is purchased for accounts of employeggjpating in the purchase plan at a
price per share equal to the lower of (1) 85% efftiir market value of a share of common stockhefirst day of the offering or (2) 85% of
the fair market value of a share of common stockherdate of purchase.

Generally, employees who work at least 20 hoursys&k and 5 months per calendar year may dedutct 19% of their base compensation
for the purchase of stock under the purchase fanployees may end their participation in the offgrat any time up to one day before the
offering ends. Participation ends automaticalljt@nmination of employment with F5 or an affiliate.

We may grant eligible employees purchase righteutids plan only if the rights together with arther rights granted under other employee
stock purchase plans established by F5 or anaéfibf F5, if any, do not permit the employee'ttsgo purchase our stock to accrue at a rate
which exceeds $25,000 of fair market value of gk for each calendar year in which these rightsoutstanding. No employee is eligible
for the grant of any rights under the purchase glanmediately after we grant these rights, theplayiee has voting power over 5% or more
of our outstanding capital stock. As of the dateeb& no shares of common stock had been purchassat the purchase plan.

401(k) PLAN. We have adopted a tax-qualified empkogavings and retirement plan, the 401(k) Plarglfgible United States employees.
Eligible employees may elect to defer a percentdgkeeir eligible compensation in the

401(k) Plan, subject to the statutorily prescribadual limit. We may make matching contributionsbehalf of all participants in the 401(k)
Plan in an amount determined by our board of dirscWe may also make additional discretionaryipstfaring contributions in amounts as
determined by the board of directors, subjectatusbry limitations. Matching and profit-sharingntabutions, if any, are subject to a vesting
schedule; all other contributions are at all tirhdly vested. We intend the 401(k) Plan, and theoatpanying trust, to qualify under Sections
401(k) and 501 of the Internal Revenue Code sociatributions by employees or by F5 to the 40Rlan, and income earned (if any) on
plan contributions, are not taxable to employed# withdrawn from the 401(k) Plan, and so thatwié be able to deduct our contributions,
if any, when made. The trustee under the 401(k),Riithe direction of each participant, investsadhlsets of the 401(k) Plan in any of a
number of investment options.

LIMITATIONS OF LIABILITY AND INDEMNIFICATION MATTER S

Our articles of incorporation limit the liabilityf directors to the fullest extent permitted by Weashington Business Corporation Act as it
currently exists. Consequently, subject to the Whgbn Business Corporation Act, no director wil jpersonally liable to us or our
shareholders for monetary damages resulting franohher conduct as a director of F5, except lighfibr:

- acts or omissions involving intentional miscondoicknowing violations of law;
- unlawful distributions; or
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- transactions from which the director personadigaives a benefit in money, property or servicashizh the director is not legally entitled.

Our articles of incorporation provide that we magiemnify any individual made a party to a procegdiacause that individual is or was an
F5 director or officer, and this right to indemndtion will continue as to an individual who haased to be a director or officer and will in
to the benefit of his or her heirs, executors animistrators. Any repeal of or modification to aurticles of incorporation may not adversely
affect any right of an F5 director or officer wisdr was a director or officer at the time of aegeal or modification. To the extent the
provisions of our articles of incorporation provife indemnification of directors or officers fdabilities arising under the Securities Act of
1933, as amended, those provisions are, in theaspar the Securities and Exchange Commission nagaublic policy as expressed in the
Securities Act and they are therefore unenforceable

Our bylaws provide that we will indemnify our diters and officers and may indemnify our other @fscand employees and other agents to
the fullest extent permitted by law.

We have entered into agreements to indemnify aectbrs and certain officers, in addition to inddéication provided for in our articles of
incorporation or bylaws. These agreements, amadmgr ¢hings, indemnify our directors and certainiagffs for certain expenses, including
attorneys' fees, judgments, fines and settlemenotats incurred by any of these persons in any mctiqproceeding, including any action by
us arising out of the person's services as ouctire@r officer or any other company or enterptsavhich the person provides services at our
request. We believe that these provisions and agets are necessary to attract and retain quafiéesions as directors and officers. We also
currently maintain liability insurance for our aférs and directors.

CHANGE OF CONTROL ARRANGEMENTS

Upon certain changes in control of F5 as provideden the 1998 Equity Incentive Plan, all outstagditock awards under this plan will
either be assumed or substituted by the surviviigye If the surviving entity determines not tssame or substitute these awards, then with
respect to persons whose service with F5 or aliaadfiof F5 has not terminated before the changmiirol, the vesting of 50% of these stock
awards and the time during which these awards magxbrcised will be accelerated and the awardsnated if not exercised before the
change in control.

Upon certain changes of control of F5 as providedien the Amended and Restated 1996 Stock Optian Bian the case of a dividend in
excess of 10% of the then fair market value ofsiack, then all outstanding options under this pldhautomatically become fully vested
and exercisable for the duration of the option term

Upon certain changes of control of F5 as provideden the Amended and Restated Directors' Nongedlitock Option Plan, all outstanding
options will automatically become fully vested arelexercisable for the duration of the option term.

Pursuant to the terms of an agreement betweend®anGoldman, in the event of a business combamaith which F5 is not the surviving
entity, if the surviving entity terminates Mr. Gohén as Senior Vice President of Sales, MarketimgServices or changes his position to one
that is not equal or greater in scope, respongipdbompensation or stature, then Mr. Goldman negititled to a severance payment equ
his 1998 compensation.
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CERTAIN TRANSACTIONS

Since our incorporation in February 1996 througlyést 31, 1999, we have issued and sold
executive officers, directors or principal shareleos.

SERIESA SERIES B
PREFERRED PREFERRED

SERIESC SERIES D

securitieetfollowing persons who are our

PREFERRED PREFERRED WARRANTS COMMON

INVESTOR (1) STOCK (2) STOCK (3) STOCK (4) STOCK (5) (6) STOCK
Carlton G. Amdahl........ - -- 28,000
Robert J. Chamberlain.... - -- 150,000
Steven Goldman........... - 92,250
Brett Helsel............. -- -- - 50,000
Alan J. Higginson........ 10,000 - - -
Jeffrey S. Hussey........ - - -- 3,448,000
Kent L. Johnson.......... 10,000(7) -- -- 56,000
Michael D. Almquist...... -- -- - 1,480,000
Britannia Holdings

Limited................ 937,500 1,825,000 600,000
Cypress Partners Limited

Partnership............ 156,250 -- 187,500
Encompass Group

Incorporated........... 100,000 156,250 187,500 --
Menlo Ventures (8)....... -- -- 843,926 --
Alexander Hutton Capital,

L.L.C. (9)eeeenne - -- 240,000

(1) See "Principal and Selling Shareholders" foreraetail on shares held by these purchasers.

(2) The per share purchase price for our Seriesefepred stock was $3.00. Each outstanding shaBenés A preferred stock has been

converted into six shares of common stock at a emn price of $0.50 per share.

(3) The per share purchase price for our Serieeeeped stock was $1.60. Each outstanding shageioés B preferred stock has been

converted into two shares of common stock at a exsien price of $0.80 per share.

(4) The per share purchase price for our Seriesef@ped stock was $9.60. Each outstanding shaBewés C preferred stock has been

converted into six shares of common stock at a e@n price of $1.60 per share.

(5) The per share purchase price for our SerieseBeped stock was $6.79. Each outstanding shaBenés D preferred stock has been

converted into two shares of common stock at a exmien price of $3.395 per share.

(6) Warrants are exercisable for our common stéguechase prices per share as follows:

WARRANTS PRICE
600,000......ccccciiiiiiiiiiiiiciee $ 050
100,000.. ..o e $ 0.64

1,312,500......cccciiiiiiiiiie i $ 0.80

(7) Consists of 10,000 shares held by KLJ Ventwé&shich Mr. Johnson is President.

(8) The shares listed represent 809,910 sharesleitenlo Ventures VII, L.P. and 34,016 shares hwidMenlo Entrepreneurs Fund VII, L

Ms. Hoel, one of our directors, is a managing doeand general partner of Menlo Ventures.
(9) Mr. Johnson, one of our directors, is Presiddémtlexander Hutton Capital, L.L.C.
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In addition, we have granted options to certainwfexecutive officers. See "Management-- Execu@ieenpensation.”

In May, August and December 1996, we sold an aggeegf 400,000 shares of Series A Preferred stockittain investors, including Mess
Higginson and Johnson, two of our directors, membéthe Hussey family, and Encompass Group Limibee of our principal shareholde
at an aggregate purchase price of $1.2 million30d® per share. We paid Alexander Hutton Capital,&. a placement agent fee of $70,000
in connection with the sale of our Series A prefdrstock. Mr. Johnson, one of our directors, isient of Alexander Hutton Capital, L.L.C.

In March and August of 1997, we issued Brittaniddit@ys a warrant exercisable for 100,000 and 6@ d@ares of common stock in
conjunction with convertible note agreements ofG600 and $300,000, respectively. The warrants pavehare exercise prices of $0.64
$0.50, respectively.

In September, October and November 1997, we solygregate of 1,250,000 shares of Series B prefstoek to certain investors,

including Brittania Holdings and Encompass Groumitéd, two of our principal shareholders, at anraggte purchase price of $2.0 million
or $1.60 per share. We also issued Brittania Hgklen warrant exercisable for 1,125,000 sharesrofwan stock at a per share exercise price
of $0.80 and Encompass Group Limited a warrantasaile for 187,500 shares of common stock at slpere exercise price of $0.80.

On April 15, 1998, we sold an aggregate of 156 res of Series C preferred stock to Cypress &artiimited Partnership at an aggregate
purchase price of $1.5 million or $9.60 per sharel issued Cypress Partners Limited Partnershigreant exercisable for 187,500 shares of
common stock at a per share exercise price of $wbigh was exercised on February 1, 1999.

On August 21, 1998, we sold an aggregate of 1, BB3sthares of Series D preferred stock to certaiesiors, including affiliates of Menlo
Ventures and IDG Ventures, two of our principalrehalders, at an aggregate purchase price of $iflidgmor $6.79 per share. Ms. Hoel, ¢
of our directors, is a managing director and gdnmaener of Menlo Ventures.

In March 1999, we issued 150,000 shares of our comgiock to Mr. Chamberlain in exchange for a pesmiy note. These shares were
acquired by exercising stock options that vest eveeriod of four years. The note bears intereatrate of 4.83%, is collateralized by the
shares and partially guaranteed by Mr. Chambedathis due in 2003. Under the pledge agreemeniawe the obligation to repurchase any
remaining unvested shares, and the note becomagpdueMr. Chamberlain's termination. Further, thares may not be transferred until t
are vested and paid for except under certain cistances as provided under the pledge agreement.

We have entered into indemnification agreements aitr directors and certain officers for the indéation of and advancement of
expenses to these persons to the fullest extentijped by law. We also intend to enter into thegeeaments with our future directors and
certain officers.

We believe that the foregoing transactions werauinbest interest and were made on terms no lgsesafale to us than could have been
obtained from unaffiliated third parties. All fuitransactions between us and any of our offidérsctors or principal shareholders will be
approved by a majority of the independent and tis@sted members of the board of directors, wilbbéerms no less favorable to us than
could be obtained from unaffiliated third partieglavill be in connection with our bona fide busisg@sirposes.
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PRINCIPAL AND SELLING SHAREHOLDERS

The following table summarizes certain informatiregarding the beneficial ownership of our outstagdiommon stock as of August 31,
1999 for:

- each person or group that we know owns more Bamf the common stock;
- each of our directors;

- our chief executive officer;

- executive officers whose compensation exceedéd,$00 in 1998;

- a shareholder who is selling shares in this ofégrand

- all of our directors and executive officers agaup.

SHARES BENEFICIALLY
OWNED PRIOR TO
OFFERING NUMBER OF
---------------------- SHARES BEING
NUMBER PERCENT (2) OFFERED

SHARES BENEFICIALLY
OWNED AFTER OFFERING

NAME AND ADDRESS (1)

5% SHAREHOLDERS

Michael D. AImQuist (3) vcccovvvvvevviieiiiees 1,340,000 7.4% 300,000 1,040,000 5.6%
153 Highland Drive
Seattle, Washington 98109
Britannia Holdings Limited (4) ....ccccccovveeeeeee 3,950,000 19.8 800,000 3,150,000 15.4
P.O. Box 556
Main Street
Charlestown, Nevis
Menlo Ventures VII, L.P. (5) veovvvvevviveeice 1,687,852 9.3 250,000 1,437,852 7.7
3000 Sand Hill Rd., Bldg. 4-100
Menlo Park, California 94025
Cypress Partners Limited Partnership .............. . ... 1,125,000 6.2 - 1,125,000 6.0
P.O. Box 9006
Seattle, Washington 98109
Encompass Ventures, InC. (6) ..cooovvveevvveennee 1,100,000 6.0 - 1,100,000 5.8
777 - 108th Avenue N.E., Suite 2300
Bellevue, Washington 98004
CURRENT EXECUTIVE OFFICERS AND DIRECTORS
Jeffrey S. HUSSEY (7).cccvvvvieiiiiiiiiieeieeee 2,568,000 14.2 100,000 2,468,000 13.2
Steven Goldman (8)... vie.. 206,110 1.1 40,000 166,110 *
Carlton G. Amdahl... 28,000 * - 28,000 *
Karl D. Guelich (9).. 5,000 - 5,000 *
Alan J. Higginson (10) .. 141,300 * - 141,300 *
Sonja L. Hoel (5)........ veeeeeen. 1,687,852 9.3 250,000 1,437,852 7.7
Kent L. Johnson (11)...cccccevviveeviveeeiceens 170,740 * - 170,740 *
All directors and executive officers as a group (9 persons)
(12) i 5,063,410 27.5 420,000 4,643,410 24.6
OTHER SELLING SHAREHOLDERS
Brian R. DiX0ON (13).cccccvveiiiiiiiiieeviieeeee 150,908 * 20,000 130,908 *
Brett L. Helsel (14)..ccccccovvevviiiiiieeeeeeee 106,408 * 30,000 76,408 *
Hussey Family Trust... wee...... 400,000 2.2 50,000 350,000 1.9
Becky Arnett Hussey 350,000 1.9 35,000 315,000 1.7
Gerald W. Hussey and Helen J. Hussey............... . ... 140,000 * 20,000 120,000 *
Gary Pittman (15)....cccccvvvvieniiiieeiiieeneee 500,000 2.7 50,000 450,000 2.4
Joann M. Reiter (16)....cccccovvveeviveeiicneee 18,600 * 5,000 13,600 *

* Less than 1%
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(1) Unless otherwise indicated, the address of e&te named individuals is c/o F5 Networks, 11200 First Avenue West, Suite 500,
Seattle, Washington 98119

(2) Beneficial ownership of shares is determineddoordance with the rules of the Securities anthBmge Commission and generally
includes any shares over which a person exercides shared voting or investment power, or ofalhia person has the right to acquire
ownership at any time within 60 days after Augukt B999. Except as otherwise indicated, and subjespplicable community property la\
the persons named in the table have sole votingravedtment power with respect to all shares ofroem stock held by them. Applicable
percentage ownership in the following table is bas® 18,126,667 shares of common stock outstaradirgf August 31, 1999 and 18,626t
shares of common stock outstanding immediatelpfalig the completion of this offering assuming mtions or warrants have been
exercised since August 31, 1999.

(3) Mr. Almquist co-founded our company in Februa®p6 and served as our Chief Technical Officeil &ieforuary 1998.

(4) The Duvall Trust is the sole shareholder otdmia Holdings Limited. The Elfin Trust Companyniited, a Guernsey corporation, is the
trustee of the Duvall Trust. Mr. Peter Howe is thestee for the Elfin Trust Company Limited. Inchsd1,825,000 shares issuable upon
exercise of warrants exercisable within 60 day&ugdust 31, 1999.

(5) Ms. Hoel is a managing director and generatingarof Menlo Ventures. The shares listed as beiadifi owned prior to the offering
represent 1,619,820 shares held by Menlo Ventubed \P. and 68,032 shares held by Menlo Entrepuen&und VII, L.P. The number of
shares being offered and the number of sharesibetigfowned after offering reflect 239,923 shabesng offered by Menlo Ventures VI
L.P. and 10,077 shares being offered by Menlo pnéreeurs Fund VII, L.P. Ms. Hoel disclaims beneficwnership of all shares held by
Menlo Entrepreneurs Fund VII, L.P. except to theeekof her pro rata interest in this partnersMp. Hoel has served as one of our directors
since August 1998.

(6) Includes 187,500 shares issuable upon warexsiisable within 60 days of August 31, 1999.

(7) Does not include 400,000 shares held by Brikoibas trustee of the Hussey Family Trust fbo Mussey's minor child and 48,000 sh:
transferred to Mr. Hussey's brother in May 1999. Nuissey co-founded our company in February 19@6sarce then has served as our
Chairman, Chief Executive Officer and PresidentnfriFebruary 1996 until March 1999, Mr. Hussey alsved as our treasurer.

(8) Includes 113,860 shares issuable upon exes€igptions exercisable within 60 days of August B299. Mr. Goldman served as our Vice
President of Sales and Marketing from July 1991 danty 1999 and is currently serving as our SeMime President of Sales, Marketing and
Services.

(9) Includes 5,000 shares issuable upon exercisptains exercisable within 60 days of August 394
(10) Includes 84,000 shares issuable upon exen€igptions exercisable within 60 days of August B499.
(11) Includes 28,000 shares issuable upon exestigptions exercisable within 60 days of August B499.

(12) Includes 150,000 shares subject to repurdmasé and 287,268 shares issuable upon exerciggtiohs exercisable within 60 days of
August 31, 1999.

(13) Includes 8,408 shares issuable upon exertigptions exercisable within 60 days of August 3499 but does not include 400,000 sh
held as trustee of the Hussey Family Trust fbo lNrssey's minor child. Mr. Dixon served as our izesident of Finance and Operations
from June 1996 to March 1999, our Vice Presider®@pérations from March 1999 to August 1999 andirsently serving as our Director of
Facilities.

(14) Includes 56,408 shares issuable upon exes€igptions exercisable within 60 days of August B499. Does not include 100 shares
owned by Mr. Helsel's minor children. Mr. Helsehsz as our Vice President of Advanced Product Aecture from April to May 1998 and
is currently serving as our Vice President of Paiddevelopment.

(15) Includes 187,500 shares issuable upon exestisarrants exercisable within 60 days of Augulst B999.

(16) Includes 5,000 shares issuable upon exer€igptions exercisable within 60 days of August BA99. Ms. Reiter has served as our
General Counsel and Corporate Secretary since Ag9i8.
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DESCRIPTION OF CAPITAL STOCK
GENERAL

We have authorized 100,000,000 shares of commai,sto par value, and 10,000,000 shares of undatsidrpreferred stock, no par value.
The following description of our capital stock dowst purport to be complete and is subject to amlified in its entirety by our second
amended and restated articles of incorporationbgtalvs and by the provisions of applicable Wastkondaw.

COMMON STOCK

As of August 31, 1999, there were 18,126,667 shaireemmon stock outstanding, which were held b@ 4@areholders. Holders of common
stock are entitled to one vote per share on altermto be voted upon by the shareholders. Holofetemmon stock do not have cumulative
voting rights, and, therefore, holders of a mayooit the shares voting for the election of direstwill be able to elect all of the directors.

Holders of common stock will receive such divideadsour board of directors may declare from timgn@ out of funds legally available for
the payment of dividends, subject to the termsgfexisting or future agreements between us andiebtholders. See "Dividend Policy." In
the event of the liquidation, dissolution or wingliap of F5, the holders of common stock will shatably in all assets legally available for
distribution after payment of all debts and otligbilities and subject to the prior rights of arglders of preferred stock then outstanding.
Holders of our common stock have no preemptivetsigind no right to convert their common stock emg other securities. There are no
redemption or sinking fund provisions applicabléite common stock. All outstanding shares of comstook are, and all shares of common
stock to be outstanding upon completion of thigwffg will be, fully paid and nonassessable.

PREFERRED STOCK

We have authorized 10,000,000 shares of undesijpatéerred stock. There are no shares of prefestesk outstanding. The board of
directors has the authority to issue the prefestedk in one or more series and to fix the prights, preferences, privileges and restrictions
thereof, including dividend rights, dividend ratesnversion rights, voting rights, terms of redeimptredemption prices, liquidation
preferences and the number of shares constitutiggias or the designation of the series, withaytfarther vote or action by our
shareholders. The issuance of preferred stockewpindviding desirable flexibility in connection Wwipossible acquisitions and other corporate
purposes, could have the effect of delaying, defgror preventing a change in control of F5 withfurther action by the shareholders and
may adversely affect the market price of, and ihiing and other rights of, the holders of commatlst The issuance of preferred stock with
voting and conversion rights may adversely affeetuoting power of the holders of common stockluding the loss of voting control to
others. We have no current plans to issue any sldgreferred stock.

WARRANTS

As of August 31, 1999, warrants to purchase 2,Z®dhares of common stock were outstanding at ghtedaverage exercise price of $0
per share. Warrants exercisable for an aggregai® 500 shares contain provisions for the adjustroftine exercise price and the aggregate
number of shares issuable upon the exercise afidinents in the event of stock dividends, stockspleorganizations, reclassifications and
consolidations. A warrant exercisable for an aggte@f 12,500 shares of common stock containsiadditprovisions for the adjustment of
the exercise price and the aggregate number oéslgsuable upon certain dilutive issuances ofréxiat prices below the then existing
warrant exercise price.
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REGISTRATION RIGHTS

Holders of 5,364,376 shares of common stock anvdaofants exercisable for 2,200,000 shares of comstmek have certain rights relating to
the registration of these shares under state atatdkbsecurities laws. These rights, which aregasdile, are outlined in an agreement betweer
F5 and these holders. A majority of these holdeag generally require that we register the commoaokssubject to these rights for public
resale provided that the proposed aggregate s@lffegng price would exceed $5.0 million. If wegrister any of our common stock either for
our own account or for the account of other segunaiders, these holders may also include theirmomstock subject to these rights in the
registration, subject to the ability of the undetens to limit the number of shares included in dffiering. The holders of our common stock
that was issued upon conversion of our Series Eepesl stock may also require us to register al portion of their common stock subjec
these rights on Form S-3, when use of this fornolrexs available, provided that among other limitatjdhe proposed aggregate offering
price would be at least $2.0 million. The registmatrights of a holder terminates, when the hotger, within a three month period, offer and
sell all of his or her registrable securities parsuto Rule 144 and as to all holders, on Jun®@22

ANTI-TAKEOVER EFFECTS OF CERTAIN PROVISIONS OF AMEN DED ARTICLES OF INCORPORATION, BYLAWS AND
WASHINGTON LAW

Our board of directors, without shareholder appldvas authority under our amended articles offiparation to issue preferred stock with
rights superior to the rights of the holders of coom stock. As a result, our board could issue prediestock quickly and easily, which could
adversely affect the rights of holders of commatktand which our board could issue with termsudated to delay or prevent a change in
control of F5 or make removal of management mdifecdit.

ELECTION AND REMOVAL OF DIRECTORS. Our articles afcorporation provide for the division of our boafddirectors into three
classes, as nearly as equal in number as possiliiethe directors in each class serving for agkyear term, and one class being elected eacl
year by our shareholders. The Class | term willirexat the annual meeting of shareholders to be ine2000; the Class Il term will expire

the annual meeting of shareholders to be held @1 28nd the Class Il term will expire at the arlmnaeting of shareholders to be held in
2002. At each annual meeting of shareholders #ftemnitial classification, the successors to divexwhose terms will then expire will be
elected to serve from the time of election andifjoation until the third annual meeting followirgdection. Because this system of electing
and removing directors generally makes it morddlift for shareholders to replace a majority of loard of directors, it may discourage a
third party from making a tender offer or otherw@gtempting to gain control of F5 and may maintaincumbency of the board of

directors.

SHAREHOLDER MEETINGS. Our bylaws provide that, eptas otherwise required by law or by our amenatdes of incorporation,
special meetings of the shareholders can only bedcpursuant to a resolution adopted by our baédirectors, the chairman of the board or
president. These provisions of our amended artafi@scorporation and bylaws could discourage ptig¢acquisition proposals and could
delay or prevent a change in control. These pronssare intended to enhance the likelihood of ooty and stability in the composition of
the board of directors and in the policies formedeby the board of directors and to discouragaietypes of transactions that may involve
an actual or threatened change of control. Themégions are designed to reduce our vulnerabititart unsolicited acquisition proposal. The
provisions also are intended to discourage cetéaitics that may be used in proxy fights. Howetlegse provisions could have the effect of
discouraging others from making tender offers far shares and, as a consequence, they also mait iilnituations in the market price of
our shares that could result from actual or rumeagdover attempts. Such provisions also may haveffect of preventing changes in our
management.
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Washington law also imposes restrictions on cettainsactions between a corporation and certamifgignt shareholders. Chapter
23B.19.040 of the Washington Business Corporationphohibits a "target corporation,” with certakceptions, from engaging in certain
significant business transactions with an "acqgiperson,” which is defined as a person or groypeosons that beneficially owns 10% or
more of the voting securities of the target corfiora for a period of five years after the acquisit unless the transaction or acquisition of
shares is approved by a majority of the membetkefarget corporation's board of directors priothe time of acquisition. Such prohibited
transactions include, among other things:

- a merger or consolidation with, disposition afets to, or issuance or redemption of stock teanf the acquiring person;

- termination of 5% or more of the employees oftdrget corporation as a result of the acquiring@es acquisition of 10% or more of the
shares; or

- allowing the acquiring person to receive any digprtionate benefits as a shareholder.

After the five-year period, a "significant businésnsaction” may occur, as long as it complie$ wértain "fair price" provisions of the
statute. A corporation may not "opt out" of thiatate. This provision may have the effect of delgyideferring or preventing a change in
control.

TRANSFER AGENT
The transfer agent and registrar for our commocksit® American Stock Transfer & Trust Company.
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SHARES ELIGIBLE FOR FUTURE SALE

Upon completion of this offering, we will have otatsding 18,626,667 shares of common stock, assunarexercise of options or warrants
after August 31, 1999. Of these shares, 5,450,880es will be freely tradable without restrictianforther registration under the Securities
Act; provided, however, that if shares are owneddfffliates," as that term is defined in Rule l4idder the Securities Act, their sales of
shares would be subject to certain limitations @esdrictions that are described below.

The remaining 13,176,667 shares of common stodd#,theexisting shareholders as of August 31, 198fevissued and sold by us in reliance
on exemptions from the registration requirementhefSecurities Act. All of these shares are suhlgeck-up agreements described below.

Upon expiration of the lock-up agreements on Decamiih1999, substantially all of these shareslvdtiome eligible for sale, subject in most
cases to the limitations of Rules 144 and 701dutiteon, holders of stock options and warrants daxercise their options and warrants and

sell the shares issued upon exercise as descrébed.b

As of August 31, 1999, there were a total of 2,300,shares of common stock that could be issued apercise of outstanding warrants. All
of these shares are subject to lock-up agreemisitst August 31, 1999, there were a total of 2,488,shares of common stock subject to
outstanding options under our stock plans, of whi@60,049 were vested. However, all of these shanme subject to lock-up agreements.
Shares purchased upon exercise of options grantsdant to our Amended and Restated 1996 Stoclo@pian, Amended and Restated
Directors' Nonqualified Stock Option Plan, 1998 Egiincentive Plan, 1999 Non-Employees DirectotanRand 1999 Employee Stock
Purchase Plan generally are available for resaleepublic market after expiration of the lock{griod.

In connection with our initial public offering, ttadficers, directors and then existing sharehol@défs5 agreed not to sell or otherwise dispose
of any of their shares for a period ending Decen)d©99. Hambrecht & Quist, however, may in ite gbiscretion, at any time and in most
cases without notice, release all or any portiothefshares subject to lock-up agreements.

RULE 144

In general, under Rule 144 as currently in effagierson who has beneficially owned shares ofdeBtemon stock for at least one year would
be entitled to sell, within any three-month periadiumber of shares that does not exceed the grdate

- 1% of the number of shares of common stock thastanding, which will equal approximately 186,380tres immediately after the
effective date of this offering; or

- the average weekly trading volume of the comntonkson the Nasdaq National Market during the foalendar weeks preceding the filing
of a notice on Form 144 with respect to this sale.

Sales under Rule 144 are also subject to otheirsggants regarding the manner of sale, noticedfiind the availability of current public
information about F5.

RULE 701

In general, under Rule 701, any F5 employee, direcfficer, consultant or advisor who purchaseses from F5 in connection with a
compensatory stock or option plan or other writigneement before the effective date of the offeisrentitled to resell these shares 90 days
after the effective date of this offering in relc@non Rule 144, without having to comply with certastrictions, including the holding peric
contained in Rule 144.

The SEC has indicated that Rule 701 will applyyfuidal stock options granted by an issuer befobeitomes subject to the reporting
requirements of the Securities Exchange Act of 188shg with the
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shares acquired upon exercise of these optionlidiimg exercises after the date of this prospectsgurities issued in reliance on Rule 701
are restricted securities and, subject to the aotial restrictions described above, beginning®® dfter the date of this prospectus, may be
sold by persons other than affiliates subject ealihe manner of sale provisions of Rule 144 andffiljates under Rule 144 without
compliance with its one year minimum holding perfedquirement.
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UNDERWRITING

Subject to the terms and conditions of the undeivgriagreement, the underwriters named below, tifrdbeir representatives, Hambrecht &
Quist LLC, BancBoston Robertson Stephens Inc., B&@arns & Co. Inc. and Dain Rauscher Wesselsjsiah of Dain Rauscher
Incorporated, have severally agreed to purchase b and the selling shareholders the followingpeetive numbers of shares of common
stock.

NAME NUMBER OF SHARES
Hambrecht & Quist LLC.........cccocvvvvvvveveeee. L 968,000
BancBoston Robertson Stephens Inc......cccccceeee.. L 396,000
Bear, Stearns & Co. INC..cvvvvvvvvevveeeeeeianneee L 396,000
Dain Rauscher Wessels, a division of Dain Rauscher
Incorporated.......ccooveeiviiieneiieeeeeee 440,000
Totaleeiiiii e 2,200,000

The underwriting agreement provides that the olibga of the underwriters are subject to certainditions precedent, including the absence
of any material adverse change in our businesshanckeceipt of certain certificates, opinions agttielrs from F5 and the selling shareholders,
their counsel and the independent auditors. Thar@atf the underwriters' obligation is such thaythave committed to purchase all share
common stock offered hereby if any of these sharepurchased.

The underwriters are offering the shares of comstook directly to the public at the public offeripgce set forth on the cover page of this
prospectus and to certain dealers at this pricedencession not in excess of $2.00 per shaeeuiitlerwriters may allow and these dealers
may re-allow a concession not in excess of $.1Gpare to certain other dealers. After the pulffierimg of the shares, the underwriters may
change the offering price and other selling terms.

Certain shareholders have granted to the undergiaie option, exercisable no later than 30 days #ie date of this prospectus, to purchase
up to 330,000 additional shares of common sto¢keapublic offering price, less the underwritingabunt set forth on the cover page of this
prospectus. To the extent that the underwriterscéseethis option, each of the underwriters wilvéa firm commitment to purchase
approximately the same percentage thereof whichtieber of shares of common stock to be purchagétdshown in the above table bears
to the total number of shares of common stock effdrereby. F5 and such shareholders will be olgltjatursuant to the option, to sell shares
to the underwriters to the extent the option isreised. The underwriters may exercise this optiolly to cover over-allotments made in
connection with the sale of shares of common stdfekeed hereby. Kent L. Johnson, a director of@menpany, is the president of Alexander
Hutton Capital, L.L.C., which is a member of the 8IA. Mr. Johnson is one of the shareholders whatested the underwriters an option to
purchase additional shares in connection with tiegrcise of the over-allotment option.

The offering of the shares is made for delivery wtes and if accepted by the underwriters and stitjeprior sale and to withdrawal,
cancellation or modification of the offering withtonotice. The underwriters reserve the right teecean order for the purchase of shares in
whole or in part.

F5 and the selling shareholders have agreed taninidg the underwriters against certain liabiliti@ssluding liabilities under the Securities
Act, and to contribute to payments the underwriteay be required to make in respect thereof.

We have agreed that we will not, without the prigitten consent of Hambrecht & Quist LLC, offer|ls# otherwise dispose of any shares of
common stock, options or warrants to acquire shairesmmon stock or securities exchangeable faoowrertible into shares of common
stock during the 90-day period following the datéhis prospectus, except that we may issue shgres the exercise of options granted prior
to the date hereof, and may grant additional ogtiomder our stock option plans.
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Certain persons participating in this offering nuagr-allot or effect transactions that stabilize, mamtar otherwise affect the market price
the common stock at levels above those that mitjlerevise prevail in the open market, including byeging stabilizing bids, effecting
syndicate covering transactions or imposing perallg. A stabilizing bid means the placing of amy & effecting of any purchase, for the
purpose of pegging, fixing or maintaining the pradehe common stock. A syndicate covering traneaaneans the placing of any bid on
behalf of the underwriting syndicate or the effiegtof any purchase to reduce a short position edeiatconnection with the offering. A
penalty bid means an arrangement that permitsrttlerwriters to reclaim a selling concession frogyadicate member in connection with
the offering when shares of common stock sold kysfndicate member are purchased in syndicateiogvieansactions. Such transactions
may be effected on the Nasdaq National Marketénaver-the-counter market, or otherwise. Suchlitiy, if commenced may be
discontinued at any time.

LEGAL MATTERS

The validity of the common stock offered herebyl Wwé passed upon for F5 by Heller Enrman White &AMliiffe, Seattle, Washington.
Certain legal matters will be passed upon for theeawriters by Gunderson Dettmer Stough Villenelkranklin & Hachigian, LLP, Menlo
Park, California.

EXPERTS

The financial statements as of September 30, 1887898 and June 30, 1999 and for the period frebrirary 26, 1996, (inception), to
September 30, 1996 and for each of the two yeatsiperiod ended September 30, 1998 and for tliemonths ended June 30, 1999
included in this prospectus have been so includedliance on the report of PricewaterhouseCodpiel’s independent accountants, given on
the authority of said firm as experts in auditimgl accounting.

ADDITIONAL F5 INFORMATION

We have filed with the SEC a registration statenoenEorm S-1 with respect to the common stock etfdrereby. This prospectus, which
constitutes a part of the registration statemesgsdot contain all of the information set forthhe registration statement or the exhibits and
schedules which are part of the registration staténi-or further information with respect to F5 amol common stock, reference is made to
the registration statement and the exhibits anddudles thereto. You may read and copy any documefile at the SEC's public reference
rooms in Washington, D.C., New York, New York ankicago, Illinois. Please call the SEC at 1-800-SB360 for further information about
the public reference rooms. Our SEC filings are algailable to the public from the SEC's Web site a

http://www.sec.gov. Information contained on F5'si¢ite does not constitute part of this prospectus

We are subject to the information and periodic répg requirements of the Securities Exchange Adi9384 and, in accordance therewith,
periodic reports, proxy statements and other infdiom with the SEC. Such periodic reports, proxteshents and other information are
available for inspection and copying at the SE@Islip reference rooms, our Web site and the Webdfithe SEC referred to above.
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REPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Directors and Shareholders of FawdEks, Inc.

In our opinion, the accompanying balance sheetdladelated statements of operations, of sharergldquity (deficit) and of cash flows
present fairly, in all material respects, the ficiahposition of F5 Networks, Inc. at September B#)7 and 1998 and June 30, 1999, and the
results of its operations and its cash flows ferpleriod from February 26, 1996 (inception) to 8ayiter 30, 1996 and for each of the years in
the two year period ended September 30, 1998 artidaine months ended June 30, 1999, in confgrwith generally accepted accounting
principles. These financial statements are theomesipility of the Company's management; our residitg is to express an opinion on these
financial statements based on our audits. We cdadwr audits of these statements in accordantegenerally accepted auditing stande
which require that we plan and perform the audatitain reasonable assurance about whether thecfalastatements are free of material
misstatement. An audit includes examining, on tildasis, evidence supporting the amounts and disis in the financial statements,
assessing the accounting principles used and &ignifestimates made by management, and evaluagngverall financial statement
presentation. We believe that our audits provideasonable basis for the opinion expressed above.

PricewaterhouseCoopers LLP

Seattle, Washington
September 2, 1999
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F5 NETWORKS, INC.

BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE DATA)

SEPTEMBER 30, SEPTEMBER 30, J UNE 30,
1997 1998 1999
ASSETS
Current assets:
Cash and cash equivalents...............c........ 143 $ 6,206 26,948
Accounts receivable, net of allowances of $0, $38 329 2,032 5,858
INVENLONIES. ...ovvviieeeeeeeeeieeeis 77 99 710
Other current assets 68 250 839
Total current assetS......ccccceeevveveeeee 617 8,587 34,355
Property and equipment, net.........ccccccvcceeeee. L 196 682 1,925
Software development costs, net of accumulated amor tization of
$4,$83 and $158.....ccccviiiiiiiieeeeeieees e, 52 118 43
Other @sSetS.....coovvviiiiiiiiiieeeeeeeeeeeee i, 54 45 163
Total asSetS...coceeeevvveeeciiiiieeeee . $ 919 $ 9,432 36,486

LIABILITIES AND SHA

Current liabilities:

Accounts payable..........cccccovvveviiveeeeee. $ 117 $ 559 3,540
Accrued liabilities.............ccoeeeiinnen. 114 458 1,579
Deferred revenue...........cccoeeeeviieeeennne 184 788 2,462
Current portion of long-term debt................ 500
Capital lease obligations, current portion....... 19 19
Total current liabilities................... 934 1,824 7,581
Capital lease obligations, net of current portion.. ... 19
Long-term debt, net of current portion............. .~ ... 197
Total liabilities......ccccooveveeeeeeeee 1,150 1,824 7,581
Commitments (Note 9)
Redeemable convertible preferred stock, no par valu e:
Series D Convertible, no, 1,138,438 and no shares issued and
outstanding.......ccoceeeviiiienciiiiieeeee s 7,688
Shareholders' equity (deficit):
Preferred stock, no par value; 10,000,000 shares authorized
Series A Convertible, 400,000, 400,000 and no s hares issued
and outstanding.....ccccceeeevevvivcicciieees e 1,123 1,123
Series B Convertible, 156,250, 1,250,000 and no shares
issued and outstanding.........cccceeeeeeeeee L 208 1,656
Series C Convertible, no, 156,250 and no shares issued and
outstanding.....cccccvveeeeveniieeeeeees e 1,418
Common stock, no par value; 100,000,000 shares au thorized,
6,000,000, 6,021,500 and 18,108,185 shares issu ed and
outstanding..........cceevcieieeiiiiienenns 393 2,875 45,751
Note receivable from shareholder................. (750)
Unearned compensation (169) (1,694) (3,960)
Accumulated deficit...........ccoceeriiinennn. (1,786) (5,458 (12,136)
Total shareholders' equity (deficit)......... ... (231) (80) 28,905
Total liabilities and shareholders' equity. ... $ 919 $ 9,432 36,486

The accompanying notes are an integral part oktfiancial statements.

F-3



F5 NETWORKS, INC.

STATEMENTS OF OPERATIONS
(IN THOUSANDS, EXCEPT PER SHARE DATA)

PERIOD
FEBRUARY
1996
(INCEPTIO
SEPTEMBE
1996

Net revenues:
Products.........ccccceeveeeeunennnn. $
SEeIVICES...uvviiiiiiiiiieieeeeeeennnn

Total net revenues..................

Cost of net revenues:
Products.......cevveveeieeeeiininnn,
SErVICES....ovvvieieeeeieeieiiiis

Total cost of net revenues..........

Gross profit.........ccccvvveveennnns

Operating expenses:
Sales and marketing...................
Research and development..............
General and administrative............
Amortization of unearned
compensation.........cccceeeeene

Total operating expenses............

Loss from operations.................... (
Other income (expense):

Interest expense..........cccceenn...

Interest income..........cccueeeeen.

Net 10SS.....ccveevvecieereennns $ (

Net loss per share--basic and diluted... $ (0

Weighted average shares--basic and
diluted......ccooveviiiiiiiis 5,

Pro forma net loss per share
(unaudited):
Net loss per share--basic and
diluted........ccoveerinienens

Weighted average shares--basic and
diluted........ccooveiriiienens

FROM
26,

YEAR ENDED SEPTEMBER NINE MONTHS ENDED JUN
N) TO 30, 30
R 30,

1997 1998 1998 1999

(UNAUDITED)

2 $ 229% 4119 $ 2,537 $ 11,87
- -~ 770 444 219

2 229 4,889 2,981 14,06

1 71 1,001 694 3,08

- - 314 171 97

1 71 1,405 865 4,06

1 158 3,484 2,116 10,00
62 565 3,881 2,439 9,11
103 569 1,810 1,059 3,81
180 383 1,041 690 2,14
4 69 420 205 1,79

349 1,586 7,152 4,393 16,86

5;8) (1,428) (3,668) (2,277) (6,86

- (46) (42)  (36) (
18 38 15 18

330) $ (1456)$ (3.672) $ (2.298) $ (6,67

06) $ (0.24)$ (0.60) $ (0.37) $ (0.8

932 6,000 6,086 6,135 7,58

The accompanying notes are an integral part oktfinancial statements.

F-4

N ON

R oo



F5 NETWORKS, INC.
STATEMENT OF SHAREHOLDERS' EQUITY (DEFICIT)
FOR THE PERIOD FROM FEBRUARY 26, 1996 (INCEPTION) TO JUNE 30, 1999
(IN THOUSANDS, EXCEPT SHARE DATA)

CONVERTIBLE PREF ERRED STOCK AMOUNT

Common stock issued to
founding shareholders.......
Common stock issued for
(11110 =] S
Sales of Series A Convertible
Preferred Stock,
(net of issuance costs of
$77) e 370,000 $1,123
Issuance of Series A
Convertible Preferred Stock
upon payment of subscription
receivable from
shareholder................. 10,000
Unearned compensation.........
Amortization of unearned
compensation....
Net l0SS.....ccoeciviiiinns
Balance, September 30, 1996... 380,000 1,123
Issuance of Series A
Convertible Preferred Stock
upon payment of subscription
receivable from

shareholders................ 20,000
Sales of Series B Convertible
Preferred Stock............. 156,250 $ 250

Value ascribed to warrants
issued in conjunction with
sale of Convertible
Preferred Stock............. (42)
Value ascribed to warrants
issued with note payable....
Unearned compensation.........
Amortization of unearned
compensation................
Net 10SS......cceevviinernn.
Balance, September 30, 1997... 556,250 1,123 208
Sales of Series B Convertible
Preferred Stock, (net of
issuance costs of $30)...... 1,093,750 1,740
Sales of Series C Convertible
Preferred Stock, (net of
issuance costs of $7)....... 156,250 $ 1,493
Value ascribed to warrants
issued in conjunction with
sales of Convertible
Preferred Stock............. (292) (75)
Exercise of stock options by
employees..................
Exercise of stock warrants....
Repurchase of common stock
under shareholder
agreement.........ccce......
Issuance of common stock under
shareholder agreement.......
Conversion of note payable to
common stock................
Unearned compensation.........
Amortization of unearned
compensation................
Net 10SS......coeevviivneenn.
Balance, September 30, 1998... 1,806,250 1,123 1,656 1,418
Exercise of stock options by
employees..................
Exercise of stock warrants....
Note receivable from
shareholder for exercise of
stock options ..............
Unearned compensation.........



Amortization of unearned

compensation................
Conversion of convertible

preferred stock to common

stock in connection with the

initial public offering..... (1,806,250) (1,12 3) (1,656) (1,418)
Issuance of common stock in an

initial public offering (net

of issuance costs of

SUBSCRIPTIONS

INOTES
COMMON STOCK RECEIVABLE UNEARNED
------------------ FROM COMPEN- ACCUMULATED
SHARES AMOUNT SHAREHOLDERS  SATION DEFICIT  TOTAL
Common stock issued to
founding shareholders....... 5,388,000
Common stock issued for
MErger...ccccceeeeennnnns 612,000

Sales of Series A Convertible

Preferred Stock,

(net of issuance costs of

$77) e $(90) $1,033

Issuance of Series A

Convertible Preferred Stock

upon payment of subscription

receivable from

shareholder................. 30 30
Unearned compensation......... $ 4 $ 4
Amortization of unearned

compensation................ 4 4

Net 10SS....ccoveveiiirenne $ (330) (330
Balance, September 30, 1996... 6,000,000 4 (60) (330) 737
Issuance of Series A

Convertible Preferred Stock

upon payment of subscription

receivable from

shareholders................ 60 60
Sales of Series B Convertible
Preferred Stock............. 250

Value ascribed to warrants

issued in conjunction with

sale of Convertible

Preferred Stock............. 42
Value ascribed to warrants

issued with note payable.... 109 109
Unearned compensation......... 238 (238)
Amortization of unearned

compensation................ 69 69
Net l0SS.....ccceviviiiinns (1,456) (1,456

Balance, September 30, 1997... 6,000,000 393 (169) (1,786) (231
Sales of Series B Convertible

Preferred Stock, (net of

issuance costs of $30)...... 1,740
Sales of Series C Convertible

Preferred Stock, (net of

issuance costs of $7)....... 1,493
Value ascribed to warrants

issued in conjunction with

sales of Convertible

Preferred Stock............. 367
Exercise of stock options by

employees................... 215,750 29 29
Exercise of stock warrants.... 5,750 5 5

Repurchase of common stock
under shareholder

agreement............o...... (2,600,000) (245) (245
Issuance of common stock under

shareholder agreement....... 1,800,000 172 172
Conversion of note payable to

common stock................ 600,000 209 209
Unearned compensation......... 1,945 (1,945)

Amortization of unearned



compensation................
Net10SS......ccovvevennen.

420 420
(3,672) (3,672

Balance, September 30, 1998... 6,021,500 2,875
Exercise of stock options by
employees.................. 534,809 209
Exercise of stock warrants.... 427,500 420
Note receivable from
shareholder for exercise of

stock options .............. 150,000 750
Unearned compensation......... 4,063
Amortization of unearned

compensation................

Conversion of convertible

preferred stock to common

stock in connection with the

initial public offering..... 8,114,376 11,885
Issuance of common stock in an

initial public offering (net

of issuance costs of

(1,694) (5458 (80

209
420
(750)
(4,063)
1,797 1,797
7,688
25,549

(6,678) (6,678

$3,051)..cccciiiiiieens 2,860,000 25,549
Net loss......ccoccvvvvvnnns
Balance, June 30, 1999........ 18,108,185 $45,751

$(750) $(3,960)  $(12,136) $28,905

The accompanying notes are an integral part oktfinancial statements.
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Cash flows from operating activities:

Adjustments to reconcile net loss to net cash use

in operating activities:

Amortization of unearned compensation..........

Provision for doubtful accounts and sales
TEIUMS. ..ot

Depreciation and amortization

Non cash interest expense................ .

Changes in operating assets and liabilities:
Accounts receivable............ccccoevene
Inventories.................
Other current assets..
Other assets.......cccccoevvieveeneenenn.
Accounts payable and accrued liabilities.....
Deferred revenue...........cccoccecveennene

Net cash used in operating activities......

Cash flows from investing activities:
Issuance of notes to officer....................
Purchases of property and equipment..............
Additions to software development costs.........
Proceeds from sale leaseback.....................

Net cash used in investing activities......

Cash flows from financing activities:

Proceeds from issuance of common stock in an
initial public offering...........ccccccooue.

Proceeds from issuance of Series A Convertible
Preferred StocK.......cocvvveviiveeniiennnns

Proceeds from issuance of Series B Convertible
Preferred StoCK........cccovvvvviiveniiennns

Proceeds from issuance of Series C Convertible
Preferred StOCK........cccovvvivviveniiennns

Proceeds from issuance of Series D Redeemable
Convertible Preferred Stock....................

Proceeds from the exercise of stock options and
WAITANTS. ...

Repurchase of common stock under shareholder
AQrEeMENt......ccvveeereeiee e

Proceeds from issuance of common stock under
shareholder agreement............cccccccueeee

Proceeds from line of credit.

Repayments of line of credit....

Proceeds from issuance of long-term debt.........

Principal payments on capital lease obligations..

Net cash provided by financing activities..
Net increase (decrease) in cash and cash
equivalents.........cccocveernieenninns
Cash and cash equivalents, at beginning of year....

Cash and cash equivalents, at end of year..........

F5 NETWORKS, INC.

STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

PERIOD FROM  YEAR ENDED SEPTEMBER NINE
FEBRUARY 26, 1996 30,
(INCEPTION) TO  mreememmemmmennee eane
SEPTEMBER 30, 1996 1997 1998 19

$ (330) $ (1,456)% (3.672) $ (

4 69 420
605
14 59 323
6 12
1) (328) (2,308) (
(29) (48)  (22)
(7) (55)  (186)
(6) (48) 9
37 194 806
184 604

(318)  (L,423) (3,409) (

(10)
(150) (98)  (731)
(56)  (145)
30
(120) (154)  (886)
1,063 60
250 1,235
1,493
7,688
34
(245)
172
825
(825)
800
(1) (14)  (19)
1,062 1,096 10,358
624 (481) 6,063
- 624 143

The accompanying notes are an integral part oktfiancial statements.
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MONTHS ENDED JUNE
30,

2,298) $ (6,678)

205 1,797
399 1,078
213 364

12

1,108)  (4,904)
(48)  (611)
(62)  (589)

13 (119)
762 4,100
181 1,674

1,235

1,493

28 629
(245)
172
1,075
(825)

(16) a7

606 20,742
143 6,206
749 $ 26,948



F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS
1. THE COMPANY AND BASIS OF PRESENTATION:
F5 Networks, Inc. (formerly F5 Labs, Inc.) (the '@pany") was incorporated on February 26, 1996 énState of Washington.

F5 is a leading provider of integrated Interneffitananagement solutions designed to improve traglability and performance of mission-
critical Internet-based servers and applicatiom&e Tompany's proprietary software-based solutiomsitor and manage local and
geographically dispersed servers and intelligeditigct traffic to the server best able to handiser's request.

The Company purchases material component partsertain licensed software from suppliers and gélyecantracts with third parties for
the assembly of products.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
USE OF ESTIMATES

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the reported amourdss#ts and liabilities and disclosures of contihgssets and liabilities as of the date of the
financial statements and the reported amountspéreses during the reporting period. Actual residtdd differ from those estimates.

UNAUDITED INTERIM FINANCIAL STATEMENTS

In the opinion of the Company's management, the 30n 1998 unaudited interim financial statememttude all adjustments, consisting of
normal recurring adjustments, necessary for gof@sentation of the financial statements. All referes hereinafter to June 30, 1998 amounts
are based on unaudited information.

CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

The Company considers all highly liquid investmseturities with a maturity from the date of pur@éhatthree months or less to be cash
equivalents and investment securities with a weiglaverage maturity from the date of purchase aerttean three months but less than one
year to be shc-term investments. As of June 30, 1999, the Comjplishyot hold any short-term investments withiniitgestment portfolio.

CONCENTRATION OF CREDIT RISK

The Company places its temporary cash investmeitismajor financial institutions. As of June 30,989 all of the Company's temporary
cash investments were placed with four institutions

The Company's customers are from diverse indusindsgeographic locations. Net revenues from iat@ynal customers are denominated in
U.S. Dollars and were approximately $0, $15,000$tiR2,000 in the period from February 26, 1996€ptmn) to September 30, 1996, and
the years ended September 30, 1997 and 1998, tegheand $122,000 and $1.0 million for the ninemths ended June 30, 1998 and 1999.
For the nine months ended June 30, 1999, one castamtounted for 21.7% of net revenues. Duringpthred from February 26, 1996
(inception) to September 30, 1996, the years eSggtember 30, 1997 and 1998, and the nine montexlelune 30, 1998, no single
customer accounted for more than 10% of the Compargy revenues. At June 30, 1999, one

F-7



F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONNUED) customer represented 29.4% of accountsvabke. At
September 30, 1997 and 1998, there were no signifimccounts receivable from a single customer.ddrapany does not require collateral
to support credit sales. Allowances are maintafoegotential credit losses and sales returns.

INVENTORIES

Inventories consist of hardware, software and eel@omponent parts and are recorded at the lowsorstfor market (as determined by the
first-in, first-out method).

PROPERTY AND EQUIPMENT

Property and equipment is stated at cost. Equiponeahiér capital leases is stated at the lower opthsent value of the minimum lease
payments discounted at the Company's incremented\wing rate at the beginning of the lease terrfamrvalue at the inception of the lease.
Depreciation of property and equipment and amditinaof capital leases are provided on the straliglet method over the estimated useful
lives of the assets of 2 to 5 years. Leaseholddwgments are amortized over the lesser of the ¢étime lease or the estimated useful life of
the improvements.

The cost of normal maintenance and repairs is eltaig expense as incurred and expenditures forrnmovements are capitalized at cost.
Gains or losses on the disposition of assets imonmal course of business are reflected in thaltsesf operations at the time of disposal.

SOFTWARE DEVELOPMENT COSTS

Software development costs incurred in conjunciiith product development are charged to researdidaxelopment expense until
technological feasibility is established. Theregftmtil the product is released for sale, softwdeeelopment costs are capitalized and
reported at the lower of unamortized cost or nalizable value of each product. The establishmétgahnological feasibility and the on-
going assessment of recoverability of costs requoresiderable judgment by the Company with respecertain internal and external factors,
including, but not limited to, anticipated futureogs product revenues, estimated economic lifecaadges in hardware and software
technology. The Company amortizes capitalized saftveosts using the straight-line method over gtienated economic life of the product,
generally two years.

VALUATION OF LONG-LIVED ASSETS

The Company periodically evaluates the carryingiealf long-lived assets to be held and used, imatydbut not limited to, property and
equipment and other assets, when events and citanoes warrant such a review. The carrying valuelohg-lived asset is considered
impaired when the anticipated undiscounted casi fitom the asset is separately identifiable arldss than its carrying value. In that event,
a loss is recognized based on the amount by wheelkdrrying value exceeds the fair value of thgilived asset. Fair value is determined
primarily using the anticipated cash flows disceahat a rate commensurate with the risk involvextses on long-lived assets to be disposed
of are determined in a similar manner, exceptfiiatvalues are reduced for the cost to dispose.
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONNUED) REVENUE RECOGNITION

The Company recognizes software revenue underrgateof Position 97-2, "Software Revenue Recognjtiand SOP 98-9 "Modification
of SOP 97-2, Software Revenue Recognition, withpleesto Certain Transactions."

The Company sells products through resellers, malgdquipment manufacturers and other channel gratas well as to end users, under
similar terms. The Company generally combines saféwWicense, installation and customer support efgminto a package with a single
"bundled" price. The Company allocates a portiothefsales price to each element of the bundlekigggchbased on their respective fair
values when the individual elements are sold séggraRevenues from the license of software, netroéllowance for estimated returns, are
recognized when the product has been shipped ancliomer is obligated to pay for the productlitetion revenue is recognized when
product has been installed at the customer'sR#eenues for customer support are recognized tnaiglstline basis over the service contr
terms. Estimated sales returns are based on kstesiperience by product and are recorded airtfeerevenues are recognized.

ADVERTISING

Advertising costs are expensed as incurred. Adsiegiexpense was $0, $0 and $256,000 for the p&oau February 26, 1996 (inception) to
September 30, 1996 and the years ended SeptemhE?B0Dand 1998, respectively, and $142,000 and $09, for the nine months ended
June 30, 1998 and 1999, respectively.

INCOME TAXES

The Company accounts for income taxes under thditiamethod of accounting. Under the liability thed, deferred taxes are determined
based on the differences between the financiamsignt and tax bases of assets and liabilitiesaatted tax rates in effect in the year in which
the differences are expected to reverse. Valuaiiowances are established, when necessary, togathferred tax assets to amounts
expected to be realized.

STOCK-BASED COMPENSATION

The Company accounts for stock-based employee amsagien arrangements in accordance with the prawssdf Accounting Principles
Board Opinion No. 25 ("APB No. 25"), "Accountingrf8tock Issued to Employees" and complies withdiselosure provisions of Statement
of Financial Accounting Standards No.

123 ("SFAS No. 123"), "Accounting for Stock-Basedn@pensation." Under APB No. 25, compensation ex@é&nbased on the difference, if
any, on the date of the grant, between the deeaieddlue of the Company's stock and the exerdise pf the option. The unearned
compensation is being amortized in accordance Miitncial Accounting Standards Board Interpretabilan 28 on an accelerated basis over
the vesting period of the individual options. Thentpany accounts for equity instruments issued tenmgployees in accordance with the
provisions of SFAS No. 123.
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONNUED) FAIR VALUE OF FINANCIAL INSTRUMENTS

For certain financial instruments, including casld aash equivalents, accounts receivable, accpaytble and accrued liabilities, recorded
amounts approximate market value.

NET LOSS PER SHARE

Effective October 1, 1997, the Company adoptede8tant of Financial Accounting Standards No. 12&AS No. 128"), "Earnings per
Share." SFAS No. 128 requires the presentatiorasictand diluted earnings (loss) per share fqueaibds presented.

In accordance with SFAS No. 128, basic net losspare has been computed using the weighted-avetegeer of shares of common stock
outstanding during the period, except that purst@®ecurities and Exchange Commission Staff ActingrBulletin No. 98, if applicable,
common shares issued in each of the periods pegbémt nominal consideration have been includetiéncalculation as if they were
outstanding for all periods presented. Pro formgidiand diluted net loss per share have been ceu@mst described above and also include
the weighted average convertible preferred stot¢ktanding as if those shares were converted to aomstock at the time of issuance.

Dilutive securities include options, warrants amef@rred stock on an as if converted basis. Paintlilutive securities totaling 3,636,000
the period from February 26, 1996 (inception) tpt8mber 30, 1996 and 5,066,000 and 12,819,12téoy¢ars ended September 30, 1997
and 1998, respectively, and 10,582,126 and 4,581fgithe nine months ended June 30, 1998 (unal)dited 1999, respectively, were
excluded from historical basic and diluted lossgfere because of their anti-dilutive effect.

NEW ACCOUNTING PRONOUNCEMENTS

In June 1997, the Financial Accounting Standardsr@&¢the "FASB") issued Statement of Financial Agding Standards No. 130,
"Reporting Comprehensive Income." This statemenires that changes in comprehensive income bersirow financial statement that is
displayed with the same prominence as other fimdstatements. The statement is effective for figears beginning after December 15,
1997. Reclassification for earlier periods is reedifor comparative purposes. The Company doebawa any material items of
comprehensive income, other than net loss, anddiogdy, the statement does not have any matariphict on reported financial position or
results of operations.

In June 1997, the FASB issued Statement of FinhAcieounting Standards No. 131, "Disclosures ABagments of an Enterprise and
Related Information." This statement supersedei®ent of Financial Accounting Standards No. 14ndRcial Reporting for Segments of a
Business Enterprise." This statement includes rements to report selected segment informationtgriarand entity-wide disclosures about
products and services, major customers, and geligrapeas in which the entity holds significantedssaind reports significant revenues. The
statement is effective for fiscal year 1999. Thenpany operates in one segment providing integriattednet traffic management solutions.

In June 1998, the FASB issued Statement of FinbAcieounting Standards No. 133, "Accounting for Dative Instruments and Hedging
Activities." This statement requires that all dative
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONNUED) instruments be recorded on the balancetsitet@eir fair
value. Changes in the fair value of derivativesraomrded each period in current earnings or atberprehensive income, depending on
whether a derivative is designated as part of g@décnsaction and, if it is, the type of hedgegeetion. In July 1999, the FASB issued SI
No. 137, "Accounting for Derivative Instruments adddging Activitie--Deferral of the Effective Date of FASB Statembiat 133." SFAS
No. 137 deferred the effective date of SFAS No. 43 fiscal years beginning after June 15, 2000t Company does not use derivai
instruments, therefore the adoption of this statemall not have any effect on the Company's resaftoperations or its financial position.

In March 1998, the American Institute of Certifiedblic Accountants issued Statement of Positiod , 98ccounting for the Costs of
Computer Software Developed or Obtained for Intetise,” which establishes guidelines for the actiogrfor the costs of all computer
software developed or obtained for internal uses Statement is effective for fiscal years begigrafter December 15, 1998. The Company
does not expect the statement to have a matendton its financial statements.

3. PROPERTY AND EQUIPMENT:
At September 30, 1997 and 1998 and June 30, 1988eqy and equipment consist of the following:

SEPTEMBER 30,

-------------------- JUNE 30,
1997 1998 199 9
(IN THOUSANDS)

Computer qUIPMENt......cccovvveiiieaiieeeeeees e $ 161 % 529 $ 1 ,128
Equipment under capital leases...........cccceeeeee. e 54 54 54
Office furniture and equipment...........ccceeeeee. 17 293 574
Leasehold improvements........cccccevvvceenees s 29 116 330
WOrK iN ProCeSS.....cvvveiiiiiiieeiiieeeeeeeeeee e 437
261 992 2 523

Accumulated amortization for equipment under

capital 1eaSeS. ..o s (15) (33) (46)
Accumulated depreciation........ccccccvceevees e (50) (277) (552)
$ 196 $ 682 $ 1 ,925

Depreciation expense was approximately $14,00€hperiod from February 26, 1996 (inception) tpt8mber 30, 1996 and $55,000 and
$244,000 for the years ended September 30, 1991%68®] respectively. Depreciation expense was appeiely $161,000 and $289,000 for
the nine months ended June 30, 1998 (unaudited) 29@, respectively.
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
4. ACCRUED LIABILITIES:
At September 30, 1997 and 1998 and June 30, 1868yed liabilities consist of the following:

SEPTEMBER 30,
.................... JUN E 30,
1997 1998 1 999

(IN THOUSANDS)

Accrued payroll and benefits.............cc........ 37 % 237 $ 871
Accrued sales and use taxes.... 17 141 287
Other...oovi e 60 80 421

$ 114 $ 458 $ 1,579

5. INCOME TAXES:

The provisions for federal income tax differs fréime amount computed by applying the statutory f@idecome tax rate for the following
reasons:

SEPTEMBER 30,
---------------------- JUNE 30,
1997 1998 1999

Federal income tax benefit at statutory rate....... ... (34)% (34)% (34)%
Non-deductible stock compensation........cc......... ... 1% 3% 7%
Other..eoii e 1 1

Change in valuation allowance............ccceeeee. L. 33% 30% 26%

Deferred tax assets and liabilities at Septembef 397 and 1998 and June 30, 1999 consist of tleniog:

SEPTEMBER 30,
-------------------- JUNE 30,
1997 1998 1999

Deferred tax assets:

Net operating loss carryforwards........cccc..... L $ 583 % 1,573 $ 3,000
Allowance for doubtful accounts........ - 80 281
Accrued compensation and benefits............... .. 8 61 116
Depreciation........ccoovvvvvvvivieiiineneeees L 9 19
Total deferred tax assets......ccccceeeeeeeee L 591 1,723 3,416
Deferred tax liabilities:
Depreciation.......cccocveeviiiieeeniiiiieeeeee L (@)
Amortization......ccccoceveiiiiciieeiies L (14) (53) (13)
Total deferred tax liabilities...................—— . (22) (53) (13)

570 1,670 3,403
Valuation allowance........cccccceeeevevevieieeeees L (570) (1,670) (3,403)

$ 0% 03 0
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

5. INCOME TAXES: (CONTINUED) Differences betweerettax bases of assets and liabilities and theanfifal statement amounts are
reflected as deferred income taxes based on entotedtes. The net deferred tax assets have bdeoned by a full valuation allowance at
September 30, 1997 and 1998 and June 30, 1999 basadnagement's determination that the recognitib@ria for realization have not
been met.

As of June 30, 1999, the Company had net oper&isgycarryforwards of approximately $8.8 millioa,dffset future taxable income for
Federal income tax purposes, which will expire kw2011 and 2019. Should certain changes in thgp@ay's ownership occur, there cc
be a limitation on the utilization of its net opteng losses.

6. LINES OF CREDIT:

In July 1998, the Company entered into a line eflitrwhich allows the Company to borrow up to theskr of $2.0 million or 75% of the
Company's eligible accounts receivable. The terfhtiseoagreement call for monthly interest paymeintgrest at the prime rate plus 0.5%
a due date of August 31, 1999. This line of credis not renewed upon expiration. The line of credittains certain covenants, including,
not limited to, meeting minimum financial ratiosda@arnings. No amount was outstanding under tleedircredit at June 30, 1999.

7. LONG-TERM DEBT:

In March and August 1997, the Company entered$s6@0,000 and $300,000 convertible note agreemeitiisavpreferred shareholder,
respectively. These notes bore simple interest@ annually, matured 18 months from the date ofélspective agreements and were
collateralized by substantially all of the Compargssets. In October 1997, the Company settlefiaf@,000 note and related accrued inte
by issuing to the preferred shareholder 312,508eshaf the Company's Series B Convertible Prefestedk. In November 1997, the
preferred shareholder converted the $300,000 muteedated accrued interest into 600,000 sharédseoCompany's common stock. In
conjunction with these notes, the Company issuelegreferred shareholder warrants to purchas@@0@nd 600,000 shares of the
Company's common stock at $0.64 and $0.50 per stesectively. The aggregate value assigned tevéineants issued with these notes
payable of $0 and $109,000, respectively, wasctftbas both a debt discount and an increase toooanstock. The debt discount was
accounted for as a component of interest expensg asnethod which approximated the interest method

8. SHAREHOLDERS' EQUITY:
A. PREFERRED STOCK

In connection with the Company's initial publicerfhg (note 8c), all outstanding shares of the Camgfs Convertible Preferred Stock and
Redeemable Convertible Preferred Stock were copgénto an aggregate of 8,114,376 shares of thep@oy's common stock.

The Series A Convertible Preferred Stock is nondative and convertible into six shares of commimtls subject to adjustment upon the
occurrence of certain events provided for in thenBany's restated articles of incorporation. TheeSek Convertible Preferred Stock is
mandatorily convertible into common stock upon ctatipn of an initial public offering of the Compdaycommon stock in which the price
per share equals or exceeds $1.50 and gross peoeged| or
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED) exceed $12.@limn, or when two-thirds of the shares of Sede€onvertible Preferred
Stock have been converted. The holders of the SAri@onvertible Preferred Stock have certain votiggts and liquidation preferences
equal to $3.00 per share.

In May 1996, the Company issued 370,000 sharegié$SA Convertible Preferred Stock for an aggregatrchase price of $1.1 million. In
conjunction with the issuance of the Company'seSehi shares to a certain investor, the Compangdssiarrants, to which no value was
assigned, to purchase 240,000 shares of the Corspamymon stock at $0.50 per share. On Decembdr9®®, these warrants were
exercised.

In addition, the Company entered into stock supsions for 30,000 shares of the Company's Seri€phvertible Preferred Stock in
exchange for notes receivable from certain invesior an aggregate of $90,000. These notes redeibale interest at 9% per annum and
maturity periods ranging from 3 to 6 months frora tate of the agreements. In August 1996, 10,08€eslof the Company's Series A
Convertible Preferred Stock were issued upon paymenll of $30,000 principal value and accruetkirest of a subscription agreement. In
fiscal year 1997, the Company issued the remai2@00 shares under subscription upon paymentlinffthe remaining principal amount
and accrued interest.

In September 1997, the Company issued 156,250sbaferies B Convertible Preferred Stock for agregate purchase price of $250,000.
In conjunction with this issuance, the Companyeésswarrants to purchase 187,500 shares of the Gorispgommon stock at $0.80 per sh
The Company has allocated approximately $42,008epurchase price as the value of these warrghésSeries B Convertible Preferred
Stock is non-cumulative and convertible into twargs of the Company's common stock, subject tosadgnt upon the occurrence of certain
events provided for in the Company's amended astdtesl articles of incorporation. The Series B @otilvle Preferred Stock is mandatorily
convertible into common stock upon completion ofratial public offering of the Company's commownat in which the price per share
equals or exceeds $3.20 and gross proceeds egert@zd $8.0 million, or when two-thirds of thei8eB shares have been converted. The
holders of the Series B Convertible Preferred Stanke certain voting rights and liquidation preferes equal to $1.60 per share.

In October and November 1997, the Company issuediditional 1,093,750 shares of the Company's S&i€onvertible Preferred Stock
an additional aggregate purchase price of $1.8amjlincluding conversion of the $500,000 note andrued interest of approximately
$20,000 from a preferred shareholder (see Notk ©onjunction with this issuance, the Companyéskwarrants to purchase 1,312,500
shares of the Company's common stock at $0.80haee sThe Company has allocated approximately $82920f the purchase price of the
Series B Convertible Preferred Stock as the valibese warrants.

In April 1998, the Company issued 156,250 shargh@fCompany's Series C Convertible Preferred Stadkwarrants to purchase 187,500
shares of the Company's common stock at $1.60haee $or an aggregate purchase price of $1.5 millldlie Company has allocated
approximately $75,000 of the purchase price ofS8kees C Convertible Preferred Stock as the valtleeowarrants issued. On February 1,
1999 these warrants were exercised. Shares ofahmp@ny's Series C Convertible Preferred Stock anecamulative and convertible into <
shares of the Company's common stock, subjeceto¢hurrence of certain events provided for inGbenpany's amended and restated
articles of incorporation. The shares are mandgtoonvertible upon the completion of an initial

F-14



F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED) public offerinin which the per share price is equal to or edse$3.20 and gross proceeds
equal or exceed $8.0 million, or when two-thirdshe Series C Convertible Preferred shares have ¢meverted. The holders of the Series C
Convertible Preferred Stock have certain votingptsgand liquidation preferences equal to $9.6Cspare.

In August 1998, the Company issued 1,138,438 studrSeries D Redeemable Convertible Preferred Sftmrchn aggregate purchase price of
approximately $7.7 million. Holders of the Compan$eries D Redeemable Convertible Preferred Steckrditled to receive an annual non-
cumulative dividend of $0.68 per share, subjeatedaration by the Board of Directors, at theiestiscretion. The shares are convertible
two shares of the Company's Common Stock, sulgebiet occurrence of certain events provided fahinCompany's amended and restated
articles of incorporation. The shares are mandgtoonvertible into common stock upon the completid an initial public offering in which
the per share price equals or exceeds $5.00 and groceeds are equal to or exceed $15.0 milliba.Jompany is required to redeem all
outstanding shares of the Series D Redeemable @diled referred Stock at $6.79 per share, pludedlared and unpaid dividends, either in
August 2005 or in three annual installments begigriugust 2003 at the request of holders of at isas-thirds of the outstanding Series D
Redeemable Convertible Preferred Stock. The holofetftse Series D Redeemable Convertible PreferteckShave certain voting rights and
liquidation preferences equal to $13.58 per share.

B. COMMON STOCK

The Company issued 5,388,000 shares of common sto€lebruary 26, 1996, the date of its incorporatio conjunction with the Compan
formation it entered into a merger with Ambiente.l Ambiente") which was consummated in March 19@rsuant to the merger
agreement, the Company issued 612,000 shares ahoorstock to the shareholders of Ambiente. Thrahghdate of the merger, Ambiente
had no significant operations, assets or liabdit@ther than software under development that bagiet achieved technological feasibility.
Accordingly, no value was assigned to the stoakeds

On December 2, 1996 and January 27, 1999 the Consahorized a 3 for 1 and 2 for 1 stock splittha form of stock dividends,
respectively on the Company's common stock. ABm&fices to number of shares and per share amduhes Gompany's common stock in
the accompanying financial statements and notes hagn restated to reflect these stock splits.

Upon incorporation of the Company, the foundingrehalders entered into an agreement (as amendethareholder Agreement”) which,
among other things, called for a mandatory offeselb the shareholders' stock, first to the renmgjiriounders, then to the Company, in the
event of termination of their employment with therm@pany. In February 1998, one of the founders, was also an officer of the Company,
and the Company purchased 2,600,000 shares ofaitmp&hy's common stock under the Shareholder Agneimeen two founders who had
terminated their employment. The Company facildatee transactions between the shareholders uhe&hareholder Agreement, retaining
800,000 of the repurchased shares.

In February 1999, the Company issued a warranaitohase up to 12,500 shares of the Company's corstnok at $8.00 per share to a
certain customer in conjunction with a sale of pratd.
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED)
C. INITIAL PUBLIC OFFERING

On June 4, 1999, the Company issued 2,860,000ssh&its common stock at an initial public offeripgce of $10.00 per share. Also sold in
this offering were 590,000 shares held by sellimarsholders, including 450,000 shares sold upoexkecise of the underwriters'
overallotment option. The net proceeds to the Campieom the offering, net of offering costs of appimately $3.1 million were
approximately $25.5 million. Concurrent with thétial public offering, each outstanding share & @ompany's convertible preferred stock
was automatically converted into common stock.

The Company has issued warrants to purchase corstuck to investors and to a certain customer. Dueemate consideration for each
respective transaction was allocated to secuutiefebt and the warrants based on their relativesédues. All the warrants were exercisable
at the time of issuance. The assumptions appli¢gideinietermination of the fair value of warrantsi=sd were (i) use of the Black-Scholes
pricing model, (ii) risk free interest rates rargyfinom 5.2% to 6.2%, (iii) expected volatility ratef approximately 70% (based on disclosed
expected volatility rates of comparable comparées) actual volatility subsequent to the initial fiwbffering, (iv) assumed expected lives of
4 to 10 years, and (v) no expected dividends.

At June 30, 1999, warrants outstanding were aevicl

AGGREG ATE
WARRANT TO SHARES OF EXERCISE EXERC ISE
PURCHASE COMMON STOCK  PRICE PRIC E
Common StoCK........covvveviiiiiieecee e, 100,000 $ 064 $ 6 4,000
Common stock.... 600,000 0.50 30 0,000
Common StOCK...........cccovveviciiiiiriiieeene. 1,500,000 0.80 1,20 0,000
COMMON StOCK.....cccvveeeeiiiiiiiiiiiieeeeeeee e, 12,500 8.00 10 0,000
2,212,500 $ 1,66 4,000

D. EQUITY INCENTIVE PLANS

In January 1997, Company's shareholders approecArttended and Restated 1996 Stock Option Plari 1886 Employee Plan") that
provides for discretionary grants of non-qualifeatt incentive stock options for employees and adberice providers, and the Amended and
Restated Directors' Nonqualified Stock Option Rlae "1996 Directors' Plan"), which provides fot@uatic grants of non-qualified stock
options to eligible non-employee directors. A tafP,600,000 shares of common stock has beenvegbéor issuance under the 1996
Employee Plan and the 1996 Directors' Plan. Em@systock options typically vest over a periodafrfyears from the grant date; director
options typically vest over a period of three ydaos the grant date. All options under the 1996ppee Plan and the 1996 Directors' Plan
expire 10 years after the grant date. In Augus7188 Company repriced all existing employee opgtito an exercise price of $0.05 per
share. This repricing was accounted for as a chatiosl of existing stock options and grant of neack options. All outstanding, unvested
options under the 1996 Employee Plan and the 198&©r's Plan vest in full upon a change in cdmfdhe Company. The Company does
not intend to grant any additional options undéhreziof these Plans.
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED) In November 48, the Company's shareholders adopted the 1998/Hncentive Plan (th
"1998 Plan"), which provides for discretionary gsaaf non-qualified and incentive stock optionscktpurchase awards and stock bonuses
for employees and other service providers. A tot&100,000 shares of common stock have been rasévéssuance under the 1998 Plan.
Stock options granted under this plan typicallyt\esr a period of four years from the grant date] expire 10 years from the grant date.
Company has not granted any stock purchase awagsisak bonuses under the 1998 Plan. Upon certainges in control of the Company,
the surviving entity will either assume or subdétall outstanding options or stock awards underl®98 Plan. If the surviving entity
determines not to assume or substitute such optioawards, then with respect to persons whosécgenith the Company or an affiliate of
the Company has not terminated before a changenimat, the vesting of 50% of these options or stavards (and the time during which
these awards may be exercised) will acceleratdrendptions or awards terminated if not exercisefdde the change in control.

The Company applies the accounting provisions pitestt in APB No. 25 and related interpretationscéntain instances, the Company has
issued stock options with an exercise price leas the deemed fair value of the Company's comnurk st the date of grant. Accordingly,
total compensation costs related to these stodkropof approximately $238,000 and $1.9 million wlagerred during fiscal years 1997 and
1998, respectively, and $1.1 million and $4.1 millfor the nine months ended June 30, 1998 (uredjdiind 1999, respectively, and is being
amortized over the vesting period of the optiomsagally four years. Amortization of unearned congagion costs of approximately $4,000
has been recognized as an expense for the peoisdRebruary 26, 1996 (inception) to September 8061$69,000 and $420,000 for the
years ended September 30, 1997 and 1998, resggctiveortization of unearned compensation amounded205,000 and $1.8 million fi

the nine months ended June 30, 1998 (unaudited] 9@, respectively.
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F5 NETWORKS, INC.

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED) A summary dabgk option transactions are as follows:

WEIGHTED
AVERAGE
OUTSTANDING EXERCISE PRI CE
OPTIONS PER SHARE

Inception
Options granted..........cccocceeeneeenieennnen. 1,146,000 $ 0.38
Options canceled (150,000) 0.34
Balances at September 30, 1996......ccccccccceees e 996,000 0.38
Options granted..... 1,349,000 0.15
Options canceled (1,119,000) 0.36
Balances at September 30, 1997......cccccccevveees e 1,226,000 0.15
Options granted.......cooovvvevviiiiiiiienens s 1,543,000 0.29
Options exercised . (215,750) 0.11
Options canceled...........ccccoovvieeeeiinnnenn. (476,000) 0.11
Balances at September 30, 1998......ccccccccceeees e 2,077,250 0.26
Options granted.......ccccevvciieniiiiiieeeneees e 1,171,121 3.53
OptioNS EXErCISed.....cccvvveiiiiiiieeeiiiieeees e (684,809) 1.36
Ooptions canceled.......cccccveeeeeiiiiiiiiceceeee s (194,300) 1.09
Balances at June 30, 1999..........ccccceevineen. 1.50

Pro forma information regarding net loss is reqiiing SFAS No. 123, and has been determined as i€tmpany had accounted for its stock
options under the minimum value method of thaestesnt. The fair value of each option is estimatdtiedate of grant with the following
weighted-average assumptions used for grants isudide period from February 26, 1996 (inceptitmpeptember 30, 1996, for the years
ended September 30, 1997 and 1998, and for themaméhs ended June 30, 1999:

PERIOD FROM
FEBRUARY 26,
1996 YEAR ENDED SEPTEMBER NINE MONT HS
(INCEPTION) 30, ENDED
TO SEPTEMBER  ---------mnmemmmeeem JUNE 30 ,
30, 1996 1997 1998 1999

Risk-free interestrate...........cccceeeeninnns 6.21% 6.21%  4.62% 5.4 7%
Dividend yield.........ccccooveriiiiniennene 0.00% 0.00%  0.00% 0.0 0%
Expected term of option..........c.ccccveeeennnns ... 4dyears 4dyears 4years 4dyea rs
Volatility subsequent to initial public offering... 69.8 7%
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED) For purposespwo forma disclosures, the estimated fair valtighe options is amortized
over the options' vesting period. The Company'dasst would have been as indicated in the pro faahke below:

PERIOD FROM
F EBRUARY 26,
1996 YEAR ENDED SEPTEMBER
(1 NCEPTION) TO 30, NINE MONTHS E NDED
S EPTEMBER 30, --------------m--mm- JUNE 30,
1996 1997 1998 1999

(IN THOUSANDS, EXCEPT
PER SHARE DATA)

Net loss--as reported.............cceeenne.. $ (330) $ (1,456)% (3,672) $ (6,678 )
Net loss--pro forma.........cccceeeeevinnenn. (331) (1,468) (3,742) (7,057 )
Net loss per share--as reported................ (0.06) (0.24) (0.60) (0.88 )
Net loss per share--pro forma.................. (0.06) (0.24) (0.61) (0.93 )

The weighted-average fair values and weiglteerage exercise prices per share at the datewof fjr options granted during the period fr
February 26, 1996 (inception) to September 30, 1886he years ended September 30, 1997 and 1898&athe nine months ended June

30, 1999 were as follows:

PERIOD FROM
FEBRUARY 26,
1996 YEAR ENDED SEPTEMBER
(INCEPTION) TO 30, NINE MONTH S
SEPTEMBER 30, ------------m-mmmm- ENDED JUNE 3 0,
1996 1997 1998 1999

Weighted-average fair value of options granted
with exercise prices equal to the market value
of the stock at the date of grant.............. $ 001 $ 001%$ 008 $ 279

Weighted-average exercise price of options
granted with exercise prices equal to the

market value of the stock at the date of
grant 0.05 0.05 0.50 10.32

Weighted-average fair value of options granted
with exercise prices less than the market value
of the stock at the date of grant.............. 0.41 1.60 4.54

Weighted-average exercise price of options
granted with exercise prices less than the

market value of the stock at the date of
Grant...eeeieeeeeee e 0.05 0.05 0.28 1.13
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED) The followingble summarizes information about fixed-price omsi outstanding at June
30, 1999 as follows:

WEIGHTED
AVERAGE  WEIGHT ED WEIGHTED
REMAINING  AVERA GE AVERAGE
EXERCISE NUMBER  CONTRACTUAL EXERCI SE NUMBER EXERCISABLE
PRICES OUTSTANDING LIFE PRIC E EXERCISABLE PRICE
$0.05 751,096 828 $ O .05 33,001 $ 0.05
$0.25-0.50 472,449 858 $ O .32 112,700 $ 0.44
$0.75-1.50 841,544 933 $ 1 .21 94,002 $ 1.15
$2.50-5.00 108,000 962 $ 3 .14 833 $ 250
$8.00-10.00 174,348 983 $ 9 .15 967 $ 8.11
$15.50-18.63 14,200 996 $ 16 71 5,000 $ 18.00
$19.38-27.88 7,625 997 $ 21 .76

1999 EMPLOYEE STOCK PURCHASE PLAN

In May 1999, the board of directors approved thepiidn of the 1999 Employee Stock Purchase Plan"@urchase Plan™). A total of
1,000,000 shares of common stock has been restwesguance under the Purchase Plan. The Purédaseermits eligible employees to
acquire shares of the Company's common stock thrpagodic payroll deductions of up to 15% of basmpensation. No employee may
purchase more than $25,000 worth of stock, detexthat the fair market value of the shares at the Buch option is granted, in one calendar
year. The Purchase Plan will be implemented irri@sef offering periods, each approximately 6 nhsrib duration; provided, however, tt

the first offering period commenced on the effestigss of the initial public offering and be appnaaiely seven months in duration, ending
on the last trading day on or before December 3291The price at which the common stock may behmased is 85% of the lesser of the
market value of the Company's common stock oniteeday of the applicable offering period or oe tast day of the respective purchase
period.

9. COMMITMENTS:

The Company is committed under non-cancelable tipgrieases for its current and former office spadgich expire in 2002 and 1999,
respectively. During 1998, the Company leaseditsér office space under a non-cancelable subAgasrangement for amounts equal to
the liability of the commitment, which expires i899. Additionally, the Company is committed unden+tancelable
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

9. COMMITMENTS: (CONTINUED) operating leases forrtan office equipment. Minimum operating lease mpayts and sub-leasing
receipts for future fiscal years, as of June 3@91@re approximately as follows:

OPERATING LEASE OPERATING SUBLEASE
PAYMENTS RECEIPTS

(IN THOUSANDS)
......... $ 345 $18

$3,221 $18

Rent expense under noncancelable operating leasmséed to approximately $7,000 for the period fifeebruary 26, 1996 (inception) to
September 30, 1996, approximately $38,000 and $085pr the years ended September 30, 1997 and i@9&ctively. Rent expense
amounted to approximately $98,000 and $308,00€hfonine months ended June 30, 1998 (unaudited) 9@, respectively.

10. RELATED PARTY TRANSACTIONS:

In March 1999, the Company issued 150,000 sharesrofmon stock to an officer of the Company in exgeafor a note receivable. These
shares were acquired by exercising stock optiosisvilist over a period of four years. The note biedesest at a rate of 4.83%, is
collateralized by the shares, partially guaranteethe officer and is due in 2003. Under the pledgeement, the Company has the oblig:
to repurchase any remaining unvested shares, antbtk becomes due upon the officer's terminakiarther, the shares may not be
transferred until they are vested and paid for.

11. SUBSEQUENT EVENTS

In September 1999, the Board of Directors authdriranagement of the Company to file a Registraé@itatement with the Securities and
Exchange Commission covering the proposed salddifianal shares of its common stock to the public.

In July of 1999 the Company amended their exidiéage of office space to add an additional 8,00@sxfeet, for a term of 84 months. The
annual cost of this additional lease is approximge&64,000, subject to annual adjustments. Alsduily of 1999 the Company entered into a
new lease for approximately 84,000 square feeffafeospace in a building which is currently undenstruction. This lease will commenct
July 1, 2000 with a term of 12 years. The annuat obthis lease is approximately $2,000,000, stthifeannual adjustments. Also in July
1999, the Company entered into an outstanding eddtrevocable letter of credit with a bank in #raeount of $2.5 million which
collateralizes the Company's obligation to fundétse commitment.
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
12. SUPPLEMENTAL CASH FLOW INFORMATION:

Supplemental disclosure of cash flow informatiosusnmarized below for the years ended September9®7, and 1998, for the period from
February 26, 1996 (inception) to September 30, 1888 for the nine months ended June 30, 1998 (liteal) and 1999:

PERIOD FROM
FEBRUARY 26, NINE MONTHS
1996 YEAR ENDED ENDED
(INCEPTION) SEPTEMBER 30, JUNE 30,
TO SEPTEMBER  -------m--ememmeeeeee e
30, 1996 1997 1998 1998 1999

(UNAUDITED)
Noncash investing and financing activities:

Equipment obtained through capital lease......... . ... $43 $ 11
Disposal of property and equipment for note and r elief of
accounts payable............ccccevviiiennnen. 10
Deferred gain on sale leaseback.. 5
Series A Convertible Preferred Stock issued for n 90
Conversion of note payable and related accrued in terest to
Series B Convertible
Preferred StocK.......cocovvvvvvcvvcivene $520 $520
Value ascribed to warrants in conjunction with sa le of
Convertible Preferred Stock.........cccoeeeeee. L 42 367 367
Value ascribed to warrants issued with note payab le......... 109
Conversion of note payable to common stock....... ... 209 209
Note receivable from shareholder for exercise of options..... $750
Unearned compensation........cccceceeevvcceennee v, 4 238 1,945 1,098 4,063
Write-off of accounts receivable 30 30 78
Sales returns.........ceecveveveeneeeene 193 117 556
Cash paid for interest.......cccccvvvvvevvccne 19 30 16 2
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2,200,000 SHARES
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COMMON STOCK

PROSPECTUS

HAMBRECHT & QUIST
BANCBOSTON ROBERTSON STEPHENS
BEAR, STEARNS & CO. INC.

DAIN RAUSCHER WESSELS
A DIVISION OF DAIN RAUSCHER INCORPORATED

September 30, 1999

YOU SHOULD RELY ONLY ON INFORMATION CONTAINED IN THS PROSPECTUS. WE HAVE NOT AUTHORIZED ANYONE
TO PROVIDE YOU WITH INFORMATION DIFFERENT FROM THATCONTAINED IN THIS PROSPECTUS. WE ARE OFFERING -
SELL, AND SEEKING OFFERS TO BUY, SHARES OF COMMONGCK ONLY IN JURISDICTIONS WHERE OFFERS AND SALES
ARE PERMITTED. THE INFORMATION CONTAINED IN THIS PRSPECTUS IS ACCURATE ONLY AS OF THE DATE OF THIS
PROSPECTUS, REGARDLESS OF THE TIME OF DELIVERY ORI® PROSPECTUS OR OF ANY SALE OF OUR COMMON
STOCK.

NO ACTION IS BEING TAKEN IN ANY JURISDICTION OUTSIE THE UNITED STATES TO PERMIT A PUBLIC OFFERING C
THE COMMON STOCK OR POSSESSION OR DISTRIBUTION ORI PROSPECTUS IN ANY SUCH JURISDICTION. PERSONS
WHO COME INTO POSSESSION OF THIS PROSPECTUS IN RIRCTIONS OUTSIDE THE UNITED STATES ARE REQUIRED 1
INFORM THEMSELVES ABOUT AND TO OBSERVE ANY RESTRIGDNS AS TO THIS OFFERING AND THE DISTRIBUTION OF
THIS PROSPECTUS APPLICABLE TO THAT JURISDICTION.
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