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F5 NETWORKS, INC.
CONSOLIDATED BALANCE SHEETS
(unaudited, in thousands)

December 31  September 3C

2004 2004
ASSETS
Current assel
Cash and cash equivalel $ 23,800 $ 24,90
Shor-term investment 139,90¢ 115,60(
Accounts receivable, net of allowances of $3,269$8,161 28,10: 22,66¢
Inventories 1,72¢ 1,69¢
Deferred tax asse 4,61¢ 4,49¢
Other current asse 8,49t 5,77¢
Total current asse 206,65! 175,13.
Restricted cas 6,221 6,24:
Property and equipment, r 12,96¢ 11,95¢
Long-term investment 90,657 81,79:
Deferred tax asse 32,96¢ 26,88¢
Goodwill 50,06 50,067
Other assets, n 7,95¢ 8,27¢
Total asset $ 407,48¢ $ 360,35:
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities
Accounts payabl $ 7,74 % 4,84(
Accrued liabilities 16,53} 17,66¢
Deferred revenu 29,04¢ 28,06¢
Total current liabilities 53,32¢ 50,57:
Long-term liabilities 2,29¢ 2,13¢
Commitments and contingenci
Shareholder equity
Preferred stock, no par value; 10,000 shares amtithmo shares outstandi — —
Common stock, no par value; 100,000 shares auteyr6,307 and 34,772 shares issued and outsts 341,31 306,65!
Accumulated other comprehensive | (937) (49¢)
Retained earning 11,48: 1,48¢
Total shareholde’ equity 351,86 307,64!
Total liabilities and sharehold¢ equity $ 407,48¢ $ 360,35

The accompanying notes are an integral part oktheasolidated financial statements.
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Net revenue:
Products
Services

Total

Cost of net revenue
Products
Services

Total

Gross profit

Operating expenst
Sales and marketir
Research and developmt
General and administratiy
Amortization of unearned compensat
Total

Income from operatior

Other income, ne

Income before income tax

Provision for income taxe
Net income

Net income per shar basic
Weighted average shar- basic
Net income per shar diluted
Weighted average shar- diluted

The accompanying notes are an integral part oktheasolidated financial statements.

F5 NETWORKS, INC.
CONSOLIDATED INCOME STATEMENTS
(unaudited, in thousands, except per share data)

4

Three months ended
December 31

2004 2003
$46,397  $26,37¢
13,61 9,70¢
60,00 36,08
10,52¢ 5,84¢
3,38¢ 2,46z
13,91 8,311
46,09t 27,77
19,64¢ 14,95
6,97 5,441
5,00€ 3,347
— 10
31,62( 23,75t
14,47 4,01¢
1,387 184
15,86 4,19¢
5,86¢ 39¢
$ 999 $ 3,801
$ 026 $ 01f
35,57 30,15¢
$ 026 $ 011
37,81 33,12
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F5 NETWORKS, INC.
CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY
FOR THE THREE MONTHS ENDED DECEMBER 31, 2004
(unaudited, in thousands)

Accumulated

Common Stock Other Total
Comprehensive Retained Shareholders

Shares Amount Income / (Loss Earnings Equity
Balance, September 30, 2004 34,77  $306,65¢ $ (49€) $ 1,48 $ 307,64!
Exercise of employee stock optic 1,462 21,07¢ — — 21,07¢
Issuance of stock under employee stock purchase 73 1,692 — — 1,692
Tax benefit from employee stock transacti — 11,89: — — 11,89:
Net income — — — 9,99: —
Foreign currency translation adjustm — — 54 — —
Unrealized loss on investmer — — (499) — —
Comprehensive incorr — — — — 9,554
Balance, December 31, 20C 36,307  $341,31¢ $ (937) $11,48. $ 351,86:

The accompanying notes are an integral part oktheasolidated financial statements.
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F5 NETWORKS, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited, in thousands)

Three months ended
December 31

2004 2003
Operating activities
Net income $ 999 $ 3,801
Adjustments to reconcile net income to net caskigea by operating activitie:
Loss on disposition of asse 7 —
Amortization of unearned compensat - 10
Provision for doubtful accounts and sales reti 20& 497
Depreciation and amortizatic 1,58: 1,17¢
Deferred tax asse (6,205 —
Tax benefit from nonqualified stock optio 11,89: —
Changes in operating assets and liabilit
Accounts receivabl (5,640 1,55%
Inventories (31 (389
Other current asse (1,226 29¢€
Other asset (117 (16¢)
Accounts payable and accrued liabilit 2,061 (84%)
Deferred revenu 982 2,494
Net cash provided by operating activit 13,50¢ 8,42¢
Investing activities
Purchase of investmer (120,260) (177,999
Sale of investmen 86,59: 69,34
Investment in restricted ca 24 —
Acquisition of busines (395) —
Purchases of property and equipm (2,082) (757)
Net cash used in investing activiti (36,120) (109,40
Financing activities
Proceeds from public offering, net of issuances — 113,63t
Proceeds from the exercise of stock opti 21,33: 4,441
Net cash provided by financing activiti 21,33 118,07
Net (decrease) increase in cash and cash equis (1,280 17,10:
Effect of exchange rate differenc 182 25¢
Cash and cash equivalents, at beginning of pe 24,90 10,35
Cash and cash equivalents, at end of pe $ 23,80 $ 27,71

The accompanying notes are an integral part oktheasolidated financial statements.
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F5 NETWORKS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudit ed)
1. Summary of Significant Accounting Policies
Description of Business

F5 Networks, Inc. (the Company) provides prigand services to help companies efficiently sewlrely manage their Internet traffic.
The Company'’s products enhance the delivery, opétign and security of application traffic on Intet-based networks. IP traffic passes
through the Company’s products where it is inspeeated modified to ensure that it is delivered selguand in a way that optimizes the
performance of both the network and the applicatidine Company also offers a broad range of sendgeh as consulting, training,
installation, maintenance, and other technical supgervices.

Basis of Presentation

In the opinion of management, the unauditetsobdated financial statements reflect all adjwsita, consisting only of normal recurring
adjustments, necessary for their fair presentati@monformity with accounting principles generadlgcepted in the United States of America.
Certain information and footnote disclosures nolyniacluded in annual financial statements haventmandensed or omitted in accordance
with the rules and regulations of the Securitied Brchange Commission. The information includethia Form 10-Q should be read in
conjunction with Management'’s Discussion and Anialps$ Financial Condition and Results of Operatiand financial statements and notes
thereto included in the Company’s Annual ReporfForm 10-K for the fiscal year ended September 8042

Reclassification

Certain reclassifications have been madeity pear balances to conform to the current pepiggbentation. Specifically, the Company’s
deferred tax liabilities have been reclassified presented net of deferred tax assets in accordaitic¢he provisions of Statement of
Financial Accounting Standards No. 109, “Accountiogincome Taxes.” The reclassifications had npaet on previously reported net
income or shareholder’s equity.

Revenue Recognition

The Company recognizes revenue in accordaitbetlve guidance provided under Statement of Ros{tsOP) No. 97-2, “Software
Revenue Recognition,” and SOP No. 98-9 “Modificatad SOP No. 97-2, Software Revenue Recognitioth Respect to Certain
Transactions,” Statement of Financial Accountingn8iards (SFAS) No. 48, “Revenue Recognition WhghRif Return Exists,” and SEC
Staff Accounting Bulletin (SAB) No. 104, “Revenuedgdgnition.”

The Company sells products through distritajtoesellers, and directly to end users. The Compatognizes product revenue upon
shipment, net of estimated returns, provided tbléction is determined to be probable and no §icanit obligations remain. In certain
regions where the Company does not have the atilitgasonably estimate returns, the Company defgesiue on sales to its distributors
until the Company has received information from¢hannel partner indicating that the distributos bald the product to its customer.
Payment terms to domestic customers are genemighdays. Payment terms to international custemaarge from net 30 to 90 days based
on normal and customary trade practices in theviddal markets. The Company has offered extendgthpat terms ranging from three to
months to certain customers, in which case, reveezognized when payments are made.

Whenever a software license, hardware, irsgtaif and post-contract customer support, or PE#ents are sold together, a portion of the
sales price is allocated to each element basekednrespective fair values as determined wherrtigidual elements are sold separately.
Revenues from the license of software are recognize=n the software has been shipped and the cesisrabligated to pay for the
software. When rights of return are present andCiipany cannot estimate returns, the Company néoegrevenue when such rights of
return lapse. Revenues for PCS are recognizedstmaight-line basis over the service contract td?@S includes rights to upgrades, when
and if available, a limited period of telephone o, updates, and bug fixes. Installation reveisue
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F5 NETWORKS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudit ed)

recognized when the product has been installeaeatustomer’s site. Consulting services are custnidlled at fixed rates, plus out-of-
pocket expenses, and revenues are recognized Wwheonsulting has been completed. Training revéntecognized when the training has
been completed.

Goodwill

Goodwill represents the excess purchase prieethe estimated fair value of net assets acdjaiseof the acquisition date. The Company
has adopted the requirements of Statement of Fialalccounting Standards No. 142, “Goodwill and &tintangible Assets” (SFAS
No. 142). SFAS No. 142 requires goodwill to beaddor impairment on an annual basis and betwernatests in certain circumstanc
and written down when impaired. Goodwill of $24.2lien was recorded in connection with the acquasitof uRoam, Inc. in July 2003 wh
$25.9 million was recorded as a result of the MBgaiacquisition on May 31, 2004. There was no impant of goodwill during the three
months ended December 31, 2004 and 2003, resplgctive

Stock-Based Compensation

The Company accounts for stock-based emplogagensation arrangements in accordance with thegions of Accounting Principles
Board Opinion No. 25 (“APB No. 25"), “Accountingf&tock Issued to Employees,” FASB Interpretatian B4 (“FIN No. 44")
“Accounting for Certain Transactions Involving Skoa€ompensation,” and related interpretations andpi@s with the disclosure provisions
of Statement of Financial Accounting Standards M8 (“SFAS No. 123"), “Accounting for Stock-Based@pensation.” Under APB
No. 25, compensation expense is based on thedliffer if any, on the date of the grant, betweerfdineralue of our stock and the exerc
price of the option. The unearned compensatioriisgoamortized in accordance with Financial AccomghBtandards Board Interpretation
No. 28 on an accelerated basis over the vestinggef the individual options

Pro forma information regarding net incomeeiguired by SFAS No. 123 and has been determinédrees Company had accounted for
stock options under the fair value method. For pses of pro forma disclosures, the estimated fdirevof the options is amortized over the
options’ vesting period. The net income and nebine per share would have been adjusted to theopmafamounts indicated below (in
thousands, except per share data):

Three months endec
December 31

2004 2003
Net income as reporte $ 9,99¢ $ 3,801
Add : Stock-based employee compensation expensar @B No. 25 included in reported net income,afet
tax effect — 10
Deduct : Total stock-based employee compensatiparese determined under the fair value method, frtaixo
effect 2,74¢ 4,967
Pro forma net income (los $ 7,240 $ (1,156
Net income (loss) per shar
As reportec— basic $ 0.2t $ 0.1
Pro forma- basic $ 0.2C $ (0.09
As reportec— diluted $ 0.2¢€ $ 0.11
Pro forma- diluted $ 0.1¢ $ (0.09
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F5 NETWORKS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudit ed)

Earnings Per Share

Basic net income per share is computed byitiginet income by the weighted average numbeowifraon shares outstanding during the
period. Diluted net income per share is computedibigling net income by the weighted average nunabeommon and dilutive common
stock equivalent shares outstanding during theogeri

The following table sets forth the computatadrbasic and diluted net income per share (in $hads, except per share data):

Three months endec
December 31,

2004 2003

Numerator

Net income $ 9,99¢ $ 3,801
Denominator

Weighted average shares outstan basic 35,573 30,15¢

Dilutive effect of common shares from stock optir 2,241 2,962

Weighted average shares outstanc diluted 37,81¢ 33,12
Basic net income per she $ 0.2t $ 0.1
Diluted net income per sha $ 0.2¢ $ 0.11

Approximately 0.5 million and 1.5 million obmmon shares potentially issuable from stock ogtion the three months ended
December 31, 2004 and 2003, respectively, are éedlfrom the calculation of diluted earnings parstbecause the exercise price was
greater than the average market price of the constauk for the respective period.

Recent Accounting Pronouncements

In March 2004, the Emerging Issues Task FEERF") reached a consensus on Issue No. 03-1g“Weaning of Other-Than-Temporary
Impairment and Its Application to Certain InvestrisehEITF 03-1 provides guidance on other-than-terapy impairment models for
marketable debt and equity securities accountedrfder SFAS No. 115, “Accounting for Certain Inveents in Debt and Equity Securities,”
and SFAS No. 124, “Accounting for Certain Investisdreld by Not-for-Profit Organizations,” and norarketable equity securities
accounted for under the cost method. The EITF dgeel a basic three-step model to evaluate whethigvastment is other-thaemporarily
impaired. On September 30, 2004, the FASB apprévedssuance of FASB Staff Position (FSP) EITF @B-Wvhich delays the effective de
until additional guidance is issued for the apgi@aof the recognition and measurement provismfisITF 03-1 to investments in securities
that are impaired. The Company does not expeadbeption of EITF 03-1 to have a material effectloemn Company’s results of operations or
financial condition.

In December 2004, the FASB issued SFAS No®]23hare-Based Payment”. This Statement reviséSB-Btatement No. 123,
“Accounting for Stock-Based Compensation” and sspdes APB Opinion No. 25, “Accounting for Stockukss to Employees” SFAS
No. 12%® focuses primarily on the accounting for transawdiin which an entity obtains employee serviceshare-based payment
transactions. SFAS No. 123® generally requires corgs to recognize in the statement of operatioasost of employee services received
in exchange for awards of equity instruments basethe grant-date fair value of those awards. Biteédement is effective as of the first
reporting period that begins after June 15, 20@&0Adingly, the Company will adopt SFAS 123® infasirth quarter of fiscal 2005. The
Company is currently evaluating the provisions BAS 123® including the assessment of allowableonptialuation methodologies and
expects that this Statement will have a materiglaiot on its financial statements beginning in thath quarter.
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F5 NETWORKS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudit ed)

2. Commitments and Contingencies
Guarantees and Product Warranties

In the normal course of business to facilittkes of its products, the Company indemnifiegiofiarties, including customers, resellers,
lessors, and parties to other transactions wittfCibiapany, with respect to certain matters. The Gowifhas agreed to hold the other party
harmless against losses arising from a breachpoésentations or covenants, or out of intellegmaperty infringement or other claims made
against certain parties. These agreements maythmitime within which an indemnification claim che made and the amount of the claim.
In addition, the Company has entered into inderoaiidon agreements with its officers and directars] the Company’s bylaws contain
similar indemnification obligations to the Compasigigents. It is not possible to determine the mairpotential amount under these
indemnification agreements due to the limited histaf prior indemnification claims and the uniquetfs and circumstances involved in each
particular agreement.

The Company generally offers warranties otl8gs for hardware with the option of purchasingitalthl warranty coverage in increments
of one year. The Company accrues for warranty @ssfgart of its cost of sales based on associaserial product costs and technical
support labor costs. The following table summarihesactivity related to product warranties during three months ended December 31,
2004 and 2003 (in thousands):

Three months endec
December 31

2004 2003
Balance, beginning of fiscal ye $ 1,062 $ 827
Provision for warranties issut 26¢€ 98
Payment: (26€) (96)
Balance, end of peric $ 1,062 $ 82¢

Purchase Commitments

The Company currently has arrangements witliraot manufacturers and other suppliers for theufacture of the Company’s products.
The arrangement with the primary contract manufactallows them to procure component inventorytn@ompany’s behalf based on a
rolling production forecast provided by the Compahlge Company is obligated to the purchase of carapbinventory that the contract
manufacturer procures in accordance with the fatecaless we give notice of order cancellatioaduance of applicable lead times. As of
December 31, 2004, the Company was committed tchaise approximately $7.4 million of such inventdueying the next quarter.

Litigation

The Company is not aware of any pending lpgateedings that, individually or in the aggregateuld have a material adverse effect on
the Company’s business, operating results, or &iimhicondition. The Company may in the future betyto litigation arising in the ordinary
course of business, including claims that allegéafiynge upon third-party trademarks or other lietetual property rights. Such claims, even
if not meritorious, could result in the expenditofesignificant financial and managerial resources.

3. Restructuring Charge

During the fiscal year 2002, the Company ei@gton a restructuring plan that included the disiooation of its cache appliance business.
As a result of discontinuing this line of businassl other changes in the overall business, the @oyincurred restructuring charges of
$3.3 million for the fiscal year 2002. The restwraig charges included employee termination besigfitpaired assets, consolidation of
excess facilities, and other obligations for whiich Company no longer derives an economic beridfére were no restructuring charges for
the three months ended December 31, 2004 and 2003.
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F5 NETWORKS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudit ed)

The activity of the remaining restructuringtility included as a component of accrued lialeiton the balance sheet for the three months
ended December 31, 2004 is presented below (irsémuls):

Balance at
Balance at Cash Payments an December 31
September 30, 20C Additional Charges Write -offs 2004
Excess facilitie: $ 62 $ — $ (66) $ 55¢

The excess facilities charge was the resuth@iCompany’s decision to exit its support fagilit Washington DC and was estimated based
on current comparable rates for leases in the oispamarket. In April 2003, the excess facilitigsre subleased at the then current market
value. Since then the difference between the Ipagments and sublease income has historically &ppied against the restructuring
liability. During the three months ended Decembkr2)04, timely receipts of sublease income wetaeteived and the collectibility of
sublease income is uncertain. If we are unabl®lteat further sublease income throughout the domadf the lease term, expiring in 2007,
actual loss may be increased from the originaireste and an additional restructuring charge maegaired.

4. Geographic Sales and Significant Customers

The following presents revenues by geogramgmon (in thousands):

Three months ended
December 31,

2004 2003
United State: 35,197 23,79
Europe 11,03 5,29¢
Japar 8,59¢ 4,21¢
Asia Pacific 5,17¢ 2,77¢

$60,00¢ $36,08:

The Company’s customers are in diverse ingssand geographic locations. Net revenues froerniational customers are primarily
denominated in U.S. Dollars and totaled approxitgei24.8 million and $12.3 million for the three nths ended December 31, 2004 and
2003, respectively. One domestic distributor actedifior 16.0% and 18.5% of total net revenue ferttiree months ended December 31
2004 and 2003, respectively. This distributor acted for 18.9% and 28.7% of accounts receivable &ecember 31, 2004 and 2003,
respectively.

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

The following Management'’s Discussion and Asgl of Financial Condition and Results of Operraishould be read in conjunction with
our consolidated financial statements and notegtheontained in the Company’s Annual Report omFd0-K filed with the Securities and
Exchange Commission on December 12, 2004. Our sh#mo may contain forward-looking statements, waithie meaning of the Private
Securities Litigation Reform Act of 1995, based mparrent expectations. These forward-looking statats include, but are not limited to,
statements about our plans, objectives, expecta#ad intentions and other statements that arkistotical facts. Because these forward-
looking statements involve risks and uncertainties,actual results and the timing of certain eseatuld differ materially from those
anticipated in these forward-looking statementa eessult of certain factors, including those sethfonder “Risk Factors” and “Business” in
the Company’s Annual Report on Form 10-K for treedil year ended September 30, 2004, and elsewhtis ireport.

Overview

We are a global provider of software and handproducts and services that help companieseeffig and securely manage their Internet
traffic. Our products enhance the delivery, optatian and security of application
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traffic on Internet-based networks. We market agltlair products primarily through indirect salésmnonels in North America, Europe, Japan
and the Asia Pacific region. Enterprise customeéest(ine 1000 or Business Week Global 1000 compgimdmancial services,
transportation, government and telecommunicatindestries continue to make up the largest percergfgur customer base.

Our management monitors and analyzes a nuailkey performance indicators in order to managebmsiness and evaluate our financial
and operating performance. Those indicators include

* RevenuesThe majority of our revenues are derived from safesur core products; BIG-IP Local Traffic ManagBtG-IP Global
Traffic Manager; BIG-IP ISP Traffic Manager; anadfass SSL VPN servers. We also derive revenuestfre sales of services
including annual maintenance contracts, instaltaticaining and consulting services. We carefullynitor the sales mix of our
revenues within each reporting period. We beliay&amer acceptance rates of our new products ataréeenhancements are key
indicators of future trends. We also consider oeeaenue concentration by customer and by geddcaegion as additional
indicators of current and future trends.

* Cost of revenues and gross marghM& strive to control our cost of revenues and tweraaintain our gross margins. Significant
items impacting cost of revenues are hardware gaststo our contract manufacturers, third-partigveare license fees, amortization
of developed technology, personnel and overheadresgs. Our margins have remained relatively stalde the past two years,
however factors such as sales price, product mixeritory obsolescence, returns, component prigeases, and warranty costs cc
significantly impact our gross margins from quatteguarter and represent the significant indicat@e monitor on a regular basis.

 Operating expense®perating expenses are substantially driven byopeed and related overhead expenses. Existing baatic
and future hiring plans are the predominant fadtoemnalyzing and forecasting future operating esgetrends. Other significant
operating expenses that we monitor include margetitd promotions, travel, professional fees, coempensts related to the
development of new products, facilities and deamh expenses.

« Liquidity and cash flowgur financial condition remains strong with sigoéfnt cash and investments and no long term debt. Th
increase in cash and investments during the firattgr of fiscal 2005 was primarily due to the meds from the exercise of
employee stock options and cash from operationmgforward, we believe the primary driver of oasb flows will be net income
from operations. Capital expenditures during th&t fijuarter of fiscal 2005 were comprised primagifyenant improvements and
information technology infrastructure and equipmergupport the growth of our core business agtwit

« Balance sheetWe view cash, short-term and long-term investmat@ferred revenue, accounts receivable balancedayis sales
outstanding as important indicators of our finahbialth. Deferred revenues continued to increasetd the growth in the amount of
annual maintenance contracts purchased on new gigdnd maintenance renewal contracts relatedrtexasting product

installation base. Our day’s sales outstandinglferfirst quarter of fiscal 2005 was 42 which w@enst to maintain in the low to mid-
40's range going forward.

Critical Accounting Policies and Estimates

Our consolidated financial statements have Ipeepared in accordance with accounting princigkagerally accepted in the United States
of America. The preparation of these financialestagnts requires us to make estimates and judgriexitaffect the reported amounts of
assets, liabilities, revenues and expenses, aatkdetlisclosure of contingent assets and liakslitge base our estimates on historical
experience and on various other assumptions tedialieved to be reasonable under the circumstaAcésal results may differ from these
estimates under different assumptions or conditions
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We believe the following critical accountingligies affect the more significant judgments astineates used in the preparation of our
financial statements. These critical accountingcies are consistent with those disclosed in ounwgh Report on Form 10-K.

Revenue RecognitioWWe recognize revenue in accordance with the guslanavided under Statement of Position (SOP) Ne2,97
“Software Revenue Recognition,” and SOP No. 98-®dification of SOP No. 97-2, Software Revenue Redan, with Respect to Certain
Transactions.” Statement of Financial Accountingn@rds (SFAS) No. 48, “Revenue Recognition WheghRif Return Exists,” and SEC
Staff Accounting Bulletin (SAB) No. 104, “Revenuedgdgnition.”

We sell products through distributors, resslland directly to end users. We recognize prodiwenue upon shipment, net of estimated
returns, provided that collection is determinetbégorobable and no significant obligations remhircertain regions where we do not have
ability to reasonably estimate returns, we defeeneie on sales to distributors until we have remimformation from the channel partner
indicating that the distributor has sold the prddodts customer. Payment terms to domestic custerare generally net 30 days. Payment
terms to international customers range from ngb3D days based on normal and customary trad¢igeacdn the individual markets. We
have offered extended payment terms to certairomests, in which case, revenue is recognized whgmeats are made.

Whenever a software license, hardware, irsgtall and post-contract customer support, or P@&®)ents are sold together, a portion of the
sales price is allocated to each element baseleanrespective fair values as determined wherritiigidual elements are sold separately.
Revenues from the license of software are recognize=n the software has been shipped and the cesisrabligated to pay for the
software. When rights of return are present andavenot estimate returns, we recognize revenue whemrights of return lapse. Revenues
for PCS are recognized on a straight-line basis theeservice contract term. PCS includes rightspigrades, when and if available, a limited
period of telephone support, updates, and bug.fixegallation revenue is recognized when the pcotlas been installed at the customer’s
site. Consulting services are customarily billebatd rates, plus out-gbocket expenses, and revenues are recognized Wwheonsulting he
been completed. Training revenue is recognized vihetraining has been completed.

Reserve for Doubtful Accountstimates are used in determining our allowancelémbtful accounts and are based upon an assesef
selected accounts and as a percentage of our riagaiccounts receivable by aging category. In d@téng these percentages, we evaluate
historical write-offs, current trends in the creglitality of our customer base, as well as changései credit policies. We perform ongoing
credit evaluations of our customers’ financial atind and generally do not require any collateffahere is deterioration of a major
customer’s credit worthiness or actual defaultshégber than our historical experience, our alloe&afor doubtful accounts may not be
sufficient.

Reserve for Product Returrig. some instances, product revenue from distrilsusubject to agreements allowing rights of retur
Product returns are estimated based on historxgereence and are recorded at the time revenuegewgnized. Accordingly, we reduce
recognized revenue for estimated future returteatime revenue is recorded. When rights of retmenpresent and we cannot estimate
returns, revenue is recognized when such rightelaphe estimates for returns are adjusted pesithgisased upon changes in historical rates
of returns, inventory in the distribution channetiather related factors. It is possible that trestamates will change in the future or that the
actual amounts could vary from our estimates.

Reserve for Warrantieg warranty reserve is established based on ounriésd experience and an estimate of the amourtsssary to
settle future and existing claims on products salaf the balance sheet date. While we believeotinaivarranty reserve is adequate and that
the judgment applied is appropriate, such amoustisiated to be due and payable could differ mdtgrfiamm what will actually transpire in
the future.

Accounting for Income Taxedle utilize the liability method of accounting farcdome taxes pursuant to SFAS 109. Accordingly, e a
required to estimate our income taxes in each@futhisdictions in which we operate as part ofgh&cess of preparing our consolidated
financial statements. This process involves estirgaiur actual current tax exposure, including ssisg the risks associated with tax audits,
together with assessing temporary
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differences resulting from the different treatmehitems for tax and accounting purposes. Thederéifices result in deferred tax assets and
liabilities. Due to the evolving nature of tax raleombined with the large number of jurisdictiomsvihich we operate, it is possible that our
estimates of our tax liability could change in thire, which may result in additional tax liali#i$ and adversely affect our results of
operations, financial condition and cash flows.

Results of Operations

Three months endec
December 31,
2004 2003
(in thousands, except percentag

Revenues
Net revenue
Products $ 46,39" $ 26,37¢
Services 13,61: 9,70¢
Total $ 60,00¢ $ 36,08
Percentage of net revenue
Products 77.°% 73.1%
Services 22.7 26.¢
Total 100.(% 100.(%

Net revenueslotal net revenues increased 66.3%, to $60.0 miftio the three months ended December 31, 2004 $86rl million for
the same period in the prior year. The improvemeat due to increased demand for our applicatidfidr@anagement products, primarily
sales of our new BIG@P version 9 products, across all geographic regiBevenues from our recently introduced applicasiecurity product
increased to approximately 9.0% of total net reesnttigher services revenues resulting from ouessed installed base of products
contributed to the overall increase from the pperiod. International revenues grew to 41.3% ddltoet revenues for the three months ended
December 31, 2004 compared to 34.1% for the samedpi@ the prior year. We expect internationaleewes will continue to represent a
significant amount of total net revenues althoughoannot provide assurance that international ree®as a percentage of total net revenues
will remain at current levels.

Net product revenues increased 75.9%, to $#libn for the three months ended December 30420om $26.4 million for the same
period in the prior year. Sales of our BIG-IP famof application traffic management products repnésd 82.4% and 87.6% of product
revenues for the three months ended December 8%, @&td 2003, respectively. The decrease was dae ificrease in sales of our applica
security products, including FirePass, and to seledegree our TrafficShield products which bedapping in the current quarter.

Net services revenues increased 40.3%, t@$hBlion for the three months ended December 8D4Zrom $9.7 million for the same
period in the prior year. The increase in servieegnue was primarily due to increases in the mselor renewal of maintenance contracts as
our installed base of products increased.

Ingram Micro Inc., one of our domestic distriirs, accounted for 16.0% and 18.5% of our totalrevenues for the three months ended
December 31, 2004 and 2003, respectively. The deeras a percentage of total net revenues is dbe tmldition of new distributors and the
increase in international revenues. Ingram Micm Accounted for 18.9% of our accounts receivablef @®ecember 31, 2004.
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Three months ended
December 31,
2004 2003
(in thousands, except percentag

Gross margin
Cost of net revenue

Products $ 10,52¢ $ 5,84¢
Services 3,38¢ 2,462
Total 13,91 8,311
Gross margir $ 46,09t $ 27,77(
Cost of net revenues (as a percentage of relatedvemue)
Products 22.1% 22.2%
Services 24.€ 25.4
Total 23.2 23.C
Gross margir 76.6% 77.(%

Cost of Net Product RevenueSost of our net product revenues consists oflfied products purchased from our contract manuferstu
manufacturing overhead, freight, warranty, prowisiéor excess and obsolete inventory, and amaddizaxpenses in connection with
developed technology from recent acquisitions. @bsiet product revenues increased as a perceofags product revenues to 22.7% from
22.2% in the prior period. The increase in costetfproduct revenues as a percentage of net proelsniues was due to higher amortization
charges of $0.2 million related to the acquiredhietogy we purchased from MagniFire Websystems, braMagniFire, during the third
quarter of fiscal 2004.

Cost of Net Services Revenu@st of net services revenues increased in aesddllars due to increased salary and benefiteresgs as
a result of an increase in professional servicgsl@ree headcount. Services employee headcoun anith of December 2004 increased to
105 from 76 at the end of December 2003. Cost bf@evices revenues decreased as a percentageiokseevenues to 24.9% from 25.4%
for the same periods. The decrease in cost ofameices revenues as a percentage of net servieesues is primarily the result of leveraging
our existing services operating infrastructureupport the increased net services revenue.

We expect to maintain our gross margins inbar term; however, gross margins could be adlyea$iected by increased material costs,
component shortages, excess and obsolete investiarges and heightened sales price competition.
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Three months ended
December 31,
2004 2003
(in thousands, except percentag

Operating expense:!

Sales and marketir $ 19,64( $ 14,95¢
Research and developmt 6,97¢ 5,44¢
General and administrati\ 5,00¢€ 3,341
Amortization of unearned compensat — 10
Total $ 31,62( $ 23,75t
Operating expenses (as a percentage of reveni
Sales and marketir 32.1% 41.4%
Research and developmt 11.€ 15.1
General and administrati\ 8.2 9.3
Amortization of unearned compensat — —
Total 52.7% 65.8%

Sales and marketingales and marketing expenses consists of saladasnissions and related expenses of our sales ariceting staff,
costs of our marketing programs, including pubdilations, advertising and trade shows, facilitied depreciation expenses. The decrease in
sales and marketing expenses as a percentagalafi¢évtrevenues is primarily the result of levenggbur existing sales and distribution
infrastructure to support the increased net revenneabsolute dollars, sales and marketing expeinsecased 31.3% from the prior period.
The increase was primarily due to higher salarjmission and employee benefit related expensesinthease in commission expenses is
consistent with the increase in revenue for theetuiperiod. The increased personnel costs weverdby growth in employee headcount.
Sales and marketing headcount at the end of Deae2dbd increased to 266 from 216 at the end of Bdez 2003. In the future, we expect
to continue to increase our sales and marketingresgs to grow revenues and increase our market. shar

Research and developmemesearch and development expenses consist aesaad benefits for our product development persh
prototype materials and expenses related to thelol@ment of new and improved products, facilitied depreciation expenses. Research and
development expenses increased 28.1% from the periwd. The increase was attributed to highemrgaad employee benefit costs.
Research and development headcount at the endoehfiieer 2004 increased to 197 from 150 at the emeoémber 2003. The growth in
employee headcount was primarily related to ouusitipn of MagniFire in May of 2004 and to supptré further development efforts of 1
new application security products. We expect tdiiooe to increase research and development expessas future success is dependent on
the continued enhancement of our current produadsoar ability to develop new, technologically adead products that meet the changing
needs of our customers.

General and administrativeGeneral and administrative expenses consistlafisa and related expenses of our executive, f@an
information technology, human resource and legedgrenel, third-party professional service fees, thalot charges, facilities and depreciation
expenses. The decrease in general and administeatpenses as a percentage of total net revenpaemarily the result of leveraging our
existing corporate infrastructure to support tr@éased net revenues. In absolute dollars, geaedahdministrative expenses increased 4
from the prior period. The increase was primarile do increased salary and benefit expenses ofrfilli®n and professional service fees of
$0.5 million, particularly audit and internal cowis review in connection with the Sarbanes-Oxley &®002. General and administrative
headcount at the end of December 2004 increasgt fimm 68 at the end of December 2003.

Amortization of unearned compensati®uring the current period we did not issue anylstwards below fair market value on the date
of the respective grant. Accordingly we recordeccompensation expense related to stock optionsgltine current period. As a result of
new accounting rules pertaining to stock-based emrsgtion arrangements we will incur material amatibn charges for unearned stock-
based compensation beginning in the fourth quaftéscal 2005. We are currently evaluating thevisimns of the new rules, including an
assessment
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of allowable option valuation methodologies andénhawt yet determined the specific impact that e rules will have on our financial
statements.

Three months endec
December 31
2004 2003
(in thousands, except percentag

Other income and income taxe:

Income from operatior $ 14,47¢ $ 4,01t
Other income, ne 1,387 184
Income before income tax 15,86: 4,19¢
Provision for income taxe 5,86¢ 39¢
Net income $ 9,99 $ 3,801
Other income and income taxes (as a percentage @venue)
Income from operatior 24.1% 11.1%
Other income, ne 2.3 0.t
Income before income tax 26.4 11.€
Provision for income taxe 9.8 1.1
Net income 16.7% 10.5%

Other income, neDther income, net, consists of interest incomefarglgn currency transaction gains and losses.sigrgficant increas
was due to interest income earned on the proceeasdur public offering completed in November 0D230

Income taxes We recorded a 37% provision for income taxesrdutine current period. In the prior comparableqabwhen we had a
valuation allowance offsetting our U.S. deferrexidasets, the provision for income taxes consistedarily of foreign taxes related to our
international operations. For the remainder ofdi005, we expect to record a provision for incames comparable to the current period;
however, our effective tax rate may fluctuate based number of factors including variations iriraated taxable income in our geographic
locations, unforeseen changes in the valuatioruohet deferred tax assets or changes in tax lawseaypretations thereof.

Financial Condition

Cash and cash equivalents, short-term invegsyand long-term investments were $254.4 millismBDecember 31, 2004 compared to
$222.3 million as of September 30, 2004, repreagréan increase of $32.1 million. The increase wastd cash provided by operations of
$13.5 million and cash received from employee styution exercises of $21.3 million partially offdst $2.1 million used for the purchase of
property and equipment and $0.4 million of cashnpayts to shareholders of MagniFire, which was aequin May 2004.

Cash provided by operating activities was $18illion for the three months ended December 8D42ompared to $8.4 million for the
same period in the prior year. Cash flow from ofiens in the three months ended December 31, 2804ted from increased net income
combined with changes in operating assets anditiabj as adjusted for various non-cash itemsuidiclg corporate tax deductions on certain
employee stock option exercises and depreciatidraarortization charges. Due to the significant anb@f cumulative net operating losses
for tax purposes we do not expect to incur or réun8. federal income taxes for the remainder afafi?005.

Cash used in investing activities was $36.lionifor the three months ended December 31, 2@0pared to $109.4 million for the same
period in the prior year. The significant amounta$h used in investing activities in the prioripémwas primarily due to investing the
proceeds from our public offering in November 200ash provided by financing activities for the threonths ended December 31, 2004
was $21.3 million compared to

17




Table of Contents

$118.1 million for the same period in the prior ygaur financing activities in the current pericshesisted of cash received from the exercise
of employee stock options and purchases undermoplogyee stock purchase plan. Financing activitiethe prior period was primarily
attributed to the $113.6 million net proceeds reegifrom the November 2003 public stock offeringsBd on our current operating and
capital expenditure forecasts, we believe thatexisting cash and investment balances togetherasgh generated from operations shoul
sufficient to meet our operating requirements far foreseeable future.

As of December 31, 2004, our principal comreitts consisted of obligations outstanding underaijyey leases. We lease our facilities
under operating leases that expire at various diateagh 2012. There have been no material chaingas principal lease commitments
compared to those discussed in our Annual Repofoom 10-K for the year ended September 30, 200dohnection with the lease
agreement for our corporate headquarters we estteblia restricted escrow account collateralized $§.0 million certificate of deposit that
has been included on our balance sheet as a compafirestricted cash. The total amount requireelsicrow reduces at various dates as set
forth by the lease agreement.

We outsource the manufacturing of our pre-guméd hardware platforms to contract manufactundrs assemble each product to our
specifications. Our agreement with our largest mmtmanufacturer allows them to procure compomamntory on our behalf based upon a
rolling production forecast. We are contractualyigated to purchase the component inventory imatance with the forecast, unless we
give notice of order cancellation in advance oflapaple lead times. As of December 31, 2004, wesveermmitted to purchase approximately
$7.4 million of such inventory during the next ciear

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk

Management believes there have been no mathdages to our quantitative and qualitative disates about market risk during the three
month period ended December 31, 2004, compardwsetdiscussed in our Annual Report on Form 10¢KHe year ended September 30,
2004.

Item 4. Controls and Procedures

As of December 31, 2004, we carried out ahuatimn, under the supervision and with the pgtition of the Company’s management,
including our Chief Executive Officer and Chief &irtial Officer, of the effectiveness of the desama operation of our disclosure controls
and procedures pursuant to Exchange Act Rule 18- a5d 15dt5(e). Based upon that evaluation, the Chief Exee@fficer and the Chie
Financial Officer concluded that our disclosuretools and procedures are effective to timely aleetn to any material information relating
the Company (including its consolidated subsid&rtbat must be included in our periodic SEC fiinghere have been no significant
changes in the Company’s internal controls or reofactors that could significantly affect interoantrols subsequent to their evaluation.

We intend to review and evaluate the desighedfectiveness of our disclosure controls and @daces on an ongoing basis and to imp
our controls and procedures over time and to cbameg deficiencies that we may discover in thereit@®ur goal is to ensure that our senior
management has timely access to all material fiahaod non-financial information concerning ousiness. While we believe the present
design of our disclosure controls and procedurefféxtive to achieve our goal, future events diifgcour business may cause us to modify
our disclosure controls and procedures.

We are in the process of implementing the irequents of Section 404 of the Sarbanes-Oxley A2002 which requires our management
to assess the effectiveness of our internal caeér financial reporting and include an asseritioour annual report as to the effectiveness
of our controls. Subsequently, our independenttataliPricewaterhouseCoopers LLP, will be requicedttest to whether our assessment of
the effectiveness of our internal controls oveafficial reporting is fairly stated in all materiebpects and separately report on whether it
believes we maintained, in all material respedtscéve internal controls over financial reporting of September 30, 2005. We are in the
process of performing the system and process dotiatien, evaluation and testing required for managy® to make this assessment and for
the auditors to provide its attestation report. Mdee not completed this process or its assessarahthis process will require significant
amounts of management time and resources. In
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the course of evaluation and testing, managementdeatify deficiencies that will need to be addred and remediated.
PART Il - OTHER INFORMATION

Item 1. Legal Proceedings

The Company is not aware of any pending lpgateedings that, individually or in the aggregateuld have a material adverse effect on
the Company’s business, operating results, or fishondition. The Company may in the future beypto litigation arising in the ordinary
course of business, including claims that allegéafiynge upon third-party trademarks or other lietetual property rights. Such claims, even
if not meritorious, could result in the expenditofesignificant financial and managerial resources.

Reference is made to Item 3, Legal Proceedimgsr Annual Report on Form 10-K for the year eth@&eptember 30, 2004, filed
December 7, 2004 for descriptions of our legal pealings. We continue to believe that the resoluticthese legal proceedings will not have
a material adverse effect on us and there havemeematerial developments since our 10-K filing.

Iltem 6. Exhibits

& Exhibit Description
3.1 — Second Amended and Restated Articles of Incorpmaif the Registration (
3.2 — Amended and Restated Bylaws of the Registrar
4.1 — Specimen Common Stock Certificate
31.1* — Certification Pursuant to Section 302 of the Sagk-Oxley Act of 2002
31.2* — Certification Pursuant to Section 302 of the Sagk-Oxley Act of 2002
32.1* — Certification Pursuant to Section 906 of the Saes-Oxley Act of 200z

* Filed herewith

(1) Incorporated by reference from Registration Stateéroa Form -1, File No. 33-75817.
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SIGNATURES

Pursuant to the requirements of the Secuiltiehange Act of 1934, the Registrant has duly @adisis report to be signed on its behalf by
the undersigned, thereunto duly authorized onGtiisday of February, 2005.

F5 NETWORKS, INC

By: /s/ STEVEN B. COBURNM

Steven B. Cobur

Chief Financial Office

(Duly Authorized Officer an

Principal Financial and Accounting Office
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EXHIBIT INDEX
Exhibit
Number Exhibit Description
3.1 — Second Amended and Restated Articles of Incorpmaif the Registration (
3.2 — Amended and Restated Bylaws of the Registrar
4.1  — Specimen Common Stock Certificate

31.1* — Certification Pursuant to Section 302 of the Saes-Oxley Act of 200z
31.2* — Certification Pursuant to Section 302 of the Saels-Oxley Act of 200z

32.1* — Certification Pursuant to Section 906 of the Saels-Oxley Act of 200z

* Filed herewith

(1) Incorporated by reference from Registration Stateéroa Form -1, File No. 33-75817.
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Exhibit 31.1

CERTIFICATIONS
I, John McAdam, certify that:
1) I have reviewed this quarterly report on FormQ@0f F5 Networks, Inc.;

2) Based on my knowledge, this report does notaiorgny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the period
covered by this report;

3) Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4) The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a. designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our supervisior
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b. evaluated the effectiveness of the registraig&osure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

c. disclosed in this report any change in the tegjig's internal controls over financial reportih@t occurred during our most recent fiscal
quarter that has materially affected, or is reablynigkely to materially affect, the registrantiggérnal controls over financial reporting; and

5) The registrant's other certifying officer anldalve disclosed, based on our most recent evalyatidhe registrant's auditors and the audit
committee of registrant's board of directors (aispas performing the equivalent functions):

a. all significant deficiencies and material weadses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

b. any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Date: February 9, 2005

/sl JOHN MCADAM

John McAdam
Chi ef Executive Oficer and President



Exhibit 31.2

CERTIFICATIONS
I, Steven B. Coburn, certify that:
1) I have reviewed this quarterly report on FormQ@0f F5 Networks, Inc.;

2) Based on my knowledge, this report does notaiorgny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatisg with respect to the period
covered by this report;

3) Based on my knowledge, the financial statememtd,other financial information included in thisagterly report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this rej

4) The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a. designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our supervisior
ensure that material information relating to thgistrant, including its consolidated subsidiarissnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

b. evaluated the effectiveness of the registraig&osure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

c. disclosed in this report any change in the tegjig's internal controls over financial reportih@t occurred during our most recent fiscal
quarter that has materially affected, or is reablynigkely to materially affect, the registrantiggérnal controls over financial reporting; and

5) The registrant's other certifying officer anldalve disclosed, based on our most recent evalyatidhe registrant's auditors and the audit
committee of registrant's board of directors (aispas performing the equivalent functions):

a. all significant deficiencies and material weadses in the design or operation of internal cordvelr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpwaincial information; and

b. any fraud, whether or not material, that invelmeanagement or other employees who have a sigmifiole in the registrant's internal
control over financial reporting.

Date: February 9, 2005

/'s/ STEVEN B. COBURN

Steven B. Coburn
Seni or Vice President, Chief Financial Oficer



Exhibit 32.1

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

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of F5 Netkg Inc. (the "Company") on Form 1Dfor the period ending December 31, 2004 as
with the Securities and Exchange Commission ord#tte hereof (the "Report"), we, John McAdam, Pessiédind Chief Executive Officer a
Steven Coburn, Senior Vice President and Chiefriéiad Officer of the Company, certify, pursuantl® U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, that:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExgwAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and result of operations of the
Company.

Date: February 9, 2005

/sl JOHN MCADAM

John McAdam

/'s/ STEVEN B. COBURN

Steven B. Coburn

A signed original of this written statement reqdit®y Section 906, or other document authenticatisgnowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement regdiby Section 906, has been provided ti
Networks, Inc., and will be retained by F5 Netwoike., and furnished to the Securit

and Exchange Commission or its staff upon reqi



