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PROSPECTUS
3,000,000 SHARES
[LOGO]
COMMON STOCK

This is an initial public offering of common stobl F5 Networks, Inc. Of the 3,000,000 shares ofromm stock being sold in this offering,
2,860,000 shares are being sold by F5 and 140/g@@s are being sold by the selling shareholdewiF5iot receive any of the proceeds
from the sale of shares by the selling shareholiee. Management--Principal and Selling Shareholniegages 49 and 50.

The estimated initial public offering price will lbetween $10.00 and $12.00 per share.

There is currently no public market for the comnstock. We have applied to list our shares of comstook for quotation on the Nasdaq
National Market under the symbol "FFI\

PER SHARE TOTAL

Initial public offering price.......cccceeeeeeeees $ $
Underwriting discounts and commissions............. . e $ $
Proceeds to F5, before expenses..........ccceeeeeee. e $ $
Proceeds to the selling shareholder, before expense S $ $

Three shareholders have granted the underwriteoption for a period of 30 days to purchase up5©,d00 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 OFFENES

HAMBRECHT & QUIST

BANCBOSTON ROBERTSON STEPHENS
DAIN RAUSCHER WESSELS

A DIVISION OF DAIN RAUSCHER INCORPORATED

, 1999
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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-TM- Controllerisemwcombined with our see/IT-TM-
Network Management Console, help organizationswpé their network server availability and perfomoa and co-effectively manage
their Internet infrastructure. Our solutions arediby organizations who rely on the Internet asr@dmental component of their business.
Our customers include Internet service providarshsas Exodus Communications, PSINet, MCl WorldCeropmmerce companies and
many other organizations that employ high-traffitefnet sites. Since shipping our first produciuty 1997, we have sold our products to
over 400 end-customers.

The Internet has emerged as a critical commerceaminunications platform for businesses and consumerldwide. The growing use of
the Internet is causing the complexity and volurhinternet traffic to increase dramatically. Acciorglto UUNet, Internet traffic doubles
every 100 days. The widespread proliferation inube and importance of the Internet has strained/roeganizations' 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........ 2,860,000 share s
Common stock offered by the
selling shareholder............. 140,000 shares
Common stock to be outstanding
after this offering............. 17,877,469 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 beandéng after this offering is based on the nundfeshares outstanding as of March 31,
1999 and does not include the following:

- 2,425,805 shares subject to options outstandiraf &arch 31, 1999 with a weighted average exengigce of $0.74 per share;

- 2,904,352 additional shares that could be issmelémour stock plans, including 2,600,000 sharssrued for issuance under our stock p
but subject to shareholder approval; and

- 2,212,500 shares that could be issued upon eeeofiwarrants outstanding as of March 31, 1998 witveighted 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 MARCH 31, 1999. PRO FORMA
INFORMATION GIVES EFFECT TO THE CONVERSION OF ALLWISTANDING SHARES OF F5 PREFERRED STOCK AS OF THE
CLOSING OF THIS OFFERING. UNLESS OTHERWISE INDICADETHE INFORMATION THROUGHOUT THIS PROSPECTUS
DOES NOT TAKE INTO ACCOUNT THE POSSIBLE ISSUANCE G¥ODITIONAL SHARES OF COMMON STOCK TO THE
UNDERWRITERS PURSUANT TO THEIR OVER-ALLOTMENT OPTID

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 S IX MONTHS ENDED
PERIOD FROM FEBRUARY SEPTEMBER 30, MARCH 31,
26,1996 (INCEPTION) TO --mcssemmmommmmces =oo e
SEPTEMBER 30, 1996 1997 1998 1 998 1999
(UNAUDITED)
STATEMENT OF OPERATIONS DATA:
Net reVeNUES. ........cevveevveeiieeeeeeeeene $ 2 $ 229 % 4889 % 1,837 $ 6,457
Loss from operations.............cceeevnneenns (348) (1,428) (3,668) (1,027) (5,248)
NEt I0SS....viiviiiiieiiiree e $ (330) $ (1,456) $ (3,672) $ (1,046) $ (5,159)
Net loss per share--basic and diluted........... $ (0.06) $ (0.24)$ (0.60)$ (0.17) $ (0.82)
Weighted average shares--basic and diluted...... 5,932 6,000 6,086 6,258 6,297
Pro forma net loss per share (unaudited):
Net loss per share--basic and diluted......... $ (0.26) $ (0.36)

Weighted average shares--basic and diluted.... 14,412
MARCH 31, 1999
ACTUAL ASA DJUSTED (2)
(UNAUDIT ED)

BALANCE SHEET DATA:
Cash and cash equivalents........cccccceeeeceee e $ 2460 $ 30,868

Working capital.........ccceveveeverieeeennnnnn. 30,969
Total assets...........coceveviiiiiriiineen, 36,924
Redeemable convertible preferred stock........... -

Shareholders' equity (deficit)................... 24,727

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

(2) Adjusted to reflect the sale by F5 of 2,860,88ares of common stock at an assumed initial paiiiering price of $11.00 per share and
the application of the estimated net proceeds déducting estimated underwriting discounts andra@sions and our estimated offering
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 and $3.7 million for the year
ended September 30, 1998. As of March 31, 199%asdean accumulated deficit of $10.6 million, andexpect to incur significant losses in
the future.

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 qsamer may not be able to sustain these
growth rates or achieve or sustain profitabilityir@ailure to achieve and sustain profitability gériously harm our business and results of
operations. See "Selected Financial Data" and "dament'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 80% of our netereues from sales of our BIG/ip Controller. In dubdi, we expect to derive a significant
portion of our net revenues from sales of BIG/ipha 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 raainkclude Cisco Systems, Alteon Web Systems, ARowt Communications, HydraWeb
Technology, RadWare and Resonate. We expect tincento face additional competition as new partiaig 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 smhstand emerge as significant competitors. Patkeotimpetitors may bundle their
products or incorporate an Internet traffic managencomponent into existing products in a mannat 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 resourdegem September 30, 1997 to March 31, 1999, weeased the number of our employees
from 20 to 124. 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 5.1% for the six monthscehtrch 31, 1999. We have recently engaged salssmpeel in the United Kingdom ai
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 17.6% of ouraeenues for the six months ended March 31, 199@.inability to effectively establish
our indirect sales channels will seriously harm lousiness 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 marketingsates effort targeted at several levels withinaspective customer's organization. We h
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 salegsgmnnel 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 andaustanding of our products. Our inability to &ty train or retain the number of highly
qualified professional services and customer supggnsonnel 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 ugocotttinued contributions of our key managememtipet 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 becaudeawe limited experience selling our products. étistlly, our sales cycle has ranged from
approximately two to three months. Sales of BIG3PNS and our see/IT-TM- Network Management Consedglire us to educate potential
customers on their use and benefits. The salergbrmalucts is subject to delays from the lengthgnmal budgeting, approval and competitive
evaluation processes that large corporations aadrgmental entities may require. For example, austs frequently begin by evaluating our
products on a limited basis and devote time anguregs to testing our products before they decidetler or not to purchase. Customers
may also defer orders as a result of anticipatexses of new products or enhancements by us @ooupetitors. As a result, our products
have an unpredictable sales cycle that contritotéfse uncertainty 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 offeragh from operations and borrowings available undecredit facility will be sufficient to
meet our working capital and capital expendituredsefor at least the next twelve months. After,tivet may need to raise additional funds,
and additional financing may not be available orofable terms, if at all. Further, if we issue didaial equity securities, shareholders may
experience dilution, and the new equity securitiesy have rights, preferences or privileges senidhdse of existing holders of our common
stock. If we cannot raise funds, if needed, on piatde terms, we may not be able to develop newuyats or enhance our existing products,
take

11



advantage of future opportunities or respond topetitive pressures or unanticipated requiremeriis hay seriously harm our business and
results of operations. See "Use of Proceeds," tDitti and "Management's Discussion and AnalysiBinéncial Condition and Results of
Operations--Liquidity and Capital 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 72.6% of our outstanding common stéeka 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 &alling Shareholders."

THIS OFFERING WILL BENEFIT OUR CURRENT SHAREHOLDERS .

Our current shareholders, including members of gameent, will recognize significant benefits fronmstbffering including the creation of a
public market for our common stock. Assuming atiahpublic offering price of $11.00, the sellingaseholders will realize appreciation of
$1.5 million, or $11.00 per share, or approxima8y2 million, or $10.54 per share, if the undeters exercise the over-allotment option in
full. In addition, upon consummation of this offayi unrealized appreciation for the current shddshe, including members of management,
will be $151.4 million, or $10.08 per share.

NEW INVESTORS IN OUR COMMON STOCK WILL EXPERIENCE | MMEDIATE AND SUBSTANTIAL
DILUTION.

The initial public offering price is substantialiygher than the book value per share of our comstack. Investors purchasing common stock
in this offering will, therefore, incur immediatdwtion of $9.19 in net tangible book value perghaf common stock. Investors will incur
additional dilution upon the exercise of outstagdstock options and warrants. See "Dilution.”

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

An active public market for our common stock may develop or be sustained after this offering. Altgh the initial public offering price
will be determined based on several factors, theketgrice for our common stock will vary from thtial offering price after this offering.
See "Underwriting." The market price of our comnstock may fluctuate significantly in response tauanber of factors, some of which are
beyond our control. In the past, securities clas®i litigation has often been brought againsbmmeany following periods of volatility in the
market price of its securities. We may in the fatbe the target of similar litigation. Securitiggation may result in substantial costs and
divert management's attention and resources, whashseriously harm our business and results ofadipais.

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 beneficiaduo 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 ofoomnmon 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 17,877,469
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shares of common stock, assuming no exercise efanding options or warrants after March 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 of this offerimg not allocated for specific uses and our managewan spend most of the proceeds from
this offering in ways with which our shareholderaymot agree. We cannot predict that the procedtibenvinvested to yield a favorable
return. See "Use of Proceeds."

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" @gsiness," and elsewhere in this prospectus amvdrd-looking statements." These
forward-looking statements include, but are noftkeh 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 saméxpressions are generally intended to identifwérd-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, etgins and intentions and other factors
discussed under "Risk Factors."
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USE OF PROCEEDS

F5 will receive net proceeds of $28,407,800 fromghle of 2,860,000 shares of common stock atameed initial public offering price of

$11.00 per share after deducting estimated undimg/itommissions and discounts of $2,202,200 atichated expenses of $850,000. We
will not receive any proceeds from the sale of cammtock by the selling shareholder. The princjpapose of this offering is to create a

public market for the common stock of F5.

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 intenas® approximately $6.0 million from
the net proceeds of this offering to expand owesahd marketing capabilities, approximately $5l0an to fund increases in our research
and development activities and approximately $3l0an to expand our professional services and mézdl support capabilities. We may also
use some of the proceeds for strategic acquisiibpsoducts and technologies that will complemangxtend our existing Internet traffic
management solutions, although we are not curr@flyning any of these transactions. Pending theas, we intend to invest the net
proceeds of the initial public offering in investnigrade interest-bearing securities.

The preceding allocations are only an estimatetia@mounts that we actually expend for workingtehpnd general corporate purposes
vary significantly depending on a number of factamsluding future revenue growth and the amourdash we generate from operations. As
a result, we will retain broad discretion in thime&tion and use of the net proceeds of this afterSee "Risk Factors--We may spend the
offering proceeds in ways with which our sharehddeaay 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 inftheseeable future.
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CAPITALIZATION

The following table sets forth the capitalizatidiF® as of March 31, 1999

(1) on an actual basis, (2) on a pro forma baftis; giving effect to the conversion of all outslarg shares of preferred stock into common
stock and

(3) on a pro forma basis as adjusted to refleatyeceipt of the estimated net proceeds from thesa?,860,000 shares of common stock
offered by us at an assumed initial public offenmige of $11.00 per share and the filing of oueaded articles of incorporation upon the
closing of this offering.

The capitalization information set forth in thelabelow is qualified by, and should be read injenation with, the more detailed financial
statements and notes of F5 appearing elsewhehngsiprospectus.

MARCH 31, 1999

[ RO FORMA
ACTUAL PRO FORMA (1) AS ADJUSTED
(IN THOUSANDS)
(UNAUDITED)
Redeemable convertible preferred stock:
Series D convertible: no par value,
1,138,438 shares issued and outstanding, actu al;
no shares issued and outstanding, pro forma a nd pro forma as
adjusted.....coovvveeiiiieceeee e e, $ 7,688 $ - $ -
Shareholders' equity:
Preferred stock: no par value, 10,000,000 share s authorized,
1,806,250 shares issued and outstanding, actu al; 10,000,000
shares authorized, no shares issued and outst anding, pro forma
and pro forma as adjusted.........cccoccceee. L 4,197 - -
Common stock: no par value, 50,000,000 shares a uthorized,
6,903,093 issued and outstanding, actual; 50, 000,000 shares
authorized, 15,017,469 shares issued and outs tanding, pro
forma; and 100,000,000 shares authorized, 17, 877,469 shares
issued and outstanding, pro forma as adjusted 8,132 20,017 48,425
Note receivable from shareholder (750) (750) (750)
Unearned compensation................. (4,643) (4,643) (4,643)
Accumulated defiCit..........cccceeeeiiienenn. (10,617) (10,617 (10,617)
Total shareholders' equity (deficit)....... (3,681) 4,007 32,415
Total capitalization..........cccceeeeee. $ 4,007 $ 4,007 $ 32,415

(1) Pro forma reflects the conversion upon theiotpsf this offering of each outstanding share m@ferred stock into common stock as
follows:

AS
OUTSTANDING CONVERTED
Series A preferred stocK...............ccoeeneee . 400,000 2,400,000
Series B preferred stock.... 1,250,000 2,500,000
Series C preferred stock..........cccceeeeninns . 156,250 937,500
Series D preferred stock............ccceeeininns . 1,138,438 2,276,876

This capitalization table excludes the followin@ets:
- 2,425,805 shares subject to options outstandiraf &arch 31, 1999 with a weighted average exengigce of $0.74 per share;

- 2,904,352 additional shares that could be issmelémour stock plans, including 2,600,000 sharssrued for issuance under our stock p
but subject to shareholder approval; and

- 2,212,500 shares that could be issued upon eesofiwarrants outstanding as of March 31, 1998 witveighted average exercise price of
$0.75 per share.
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DILUTION

F5's pro forma net tangible book value as of M&th1999 was $3.9 million, or approximately $0.26 ghare, after giving effect to the
conversion of all outstanding preferred stock icmonmon stock on a pro forma basis. Pro forma mgfiltée book value per share represents
the amount of our total tangible assets less liatilities, divided by the number of shares of cammon stock outstanding on a pro forma
basis. Dilution in net tangible book value per shapresents the difference between the amourshaee paid by purchasers of shares of
common stock in this offering and the net tanglibek value per share of common stock immediatebr éfie completion of this offering.
After giving effect to the sale of the 2,860,00@uss of common stock offered by us hereby at amaed initial public offering price of
$11.00 per share and after deducting the estimatddrwriting discounts and commissions and estichatering expenses payable by us,
pro forma net tangible book value at March 31, 1@@8ld have been $32.3 million, or approximately8filper share. This represents an
immediate increase in pro forma net tangible boalker of $1.55 per share to existing shareholdedssanimmediate dilution in net tangible
book value of $9.19 per share to new investoroafroon stock in this offering. The following tablristrates this dilution on a per share
basis:

Assumed initial public offering price per share.... $ 11.00
Pro forma net tangible book value per share as of March 31, 199
Increase in net tangible book value per share a ttributable to new investors........... 1.55
Pro forma net tangible book value per share after t his offering........cccccvveeveenn.n. 1.81
Dilution in net tangible book value per share to ne W INVESOrS.......vvveeiiiiieeeenie $ 9.19

The following table sets forth, on a pro forma bas of March 31, 1999, after giving effect to tbaversion of all outstanding preferred
stock into common stock, the difference betweemtimaber of shares of common stock purchased frqrthagotal consideration paid and
the average price per share paid by existing hsldecommon stock and by the new investors, befedicting estimated underwriting
discounts and commissions and estimated offeripgmeses payable by us, at an assumed initial pafiécing price of $11.00 per share.

SHARES PURCHASED TOTAL CONSIDERATION AVERAGE
P RICE PER
NUMBER PERCENT  AMOUNT PERCENT SHARE
Existing shareholders................ccooeeu... 15,017,469 84.0% $13,807,000 30.5% $ 0.92
New investors.........ccccccvvvireeeeeeeeeeennn. 2,860,000 16.0% 31,460,000 69.5 11.00
Total...oooociiiiiieeeeeeeeeeeee 17,877,469 100.0% $45,267,000 100.0%

The foregoing tables assume no exercise of therumiiers' over-allotment option and exclude thédaing: 2,425,805 shares subject to
options outstanding as of March 31, 1999 with agivieid average exercise price of $0.74 per sha8642352 additional shares that could be
issued under our stock plans, including 2,600,0@0es reserved for issuance under our stock platrsuibject to shareholder approval; and
2,212,500 shares that could be issued upon exatisarrants outstanding as of March 31, 1999 witheighted average exercise price of
$0.75 per share. To the extent that any shareisared upon exercise of outstanding options oramésror reserved for future issuance under
our stock plans, there will be further dilutionrtew investors. See "Management--Incentive Stocks?land "Description of Capital Stock."

The sale by the selling shareholder in this offgmivill reduce the number of shares of common stadll by existing shareholders to
14,877,469, or approximately 83.2% of the total benof shares of common stock outstanding upomwltieng of this offering and will
increase the number of shares held by new publestors to 3,000,000, or approximately 16.8% oftthal number of shares of common
stock outstanding after this offering. See "Priati@nd Selling Shareholders."
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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 the balance shteettdSeptember 30, 1997 and 1998 are derivedtfrerfinancial statements of F5,
which have been audited by PricewaterhouseCoopéd?s ihdependent accountants, and included elsewhehés prospectus. The financial
data as of and for the periods ended March 31, 48881999 are unaudited, but have been preparadasis consistent with the audited
financial statements of F5 and the notes thereddrasiude all adjustments (constituting only normedurring adjustments) which F5
considered necessary for a fair presentation ofrnfeemation. The results of operations for the si@nths ended March 31, 1999 are not
necessarily indicative of results to be expectedte year or for any future periods. The datdagh below should be read in conjunction
with "Management's Discussion and Analysis of Fai@nCondition and Results of Operations" and tharfcial statements and the notes
thereto included elsewhere in this prospectush@usands, except per share data).

FISCAL YEAR ENDED

SIX MONTHS ENDED

PERIOD FROM

FEB. 26,1996  SEPTEMBER 30, MARCH 31,
(INCEPTION) TO  =ormmmmmemmecmenes S —
SEPT. 30,1996 1997 1998 1998 1999

STATEMENT OF OPERATIONS DATA:
Net revenues:

(UNAUDITED)

ProduCtS.....ccccoveviviiiiiiiciieiieeeeee L $ 2 $ 229 % 4119 $ 1,608 $ 5,428

SEIVICES..civvviiiiieii e - - 770 229 1,029
Total Net revenUEeS.....cccoeeeeveeeveeeieeeeeeees 2 229 4,889 1,837 6,457
Cost of net revenues:

[ (0 Yo (103 £ 1 71 1,091 402 1,449

SEIVICES.cctiiiiiiiie e - - 314 57 580
Total cost of net revenues........coecevvccveeeeees 1 71 1,405 459 2,029

Gross profite...cccccecccceeiicieeciieeeeeee 1 158 3,484 1,378 4,428
Operating expenses:

Sales and marketing.......ccccoovvveevvvenneees L 62 565 3,881 1,342 5,103

Research and development........cccccoevvveeeee L 103 569 1,810 534 2,344

General and administrative o 180 383 1,041 438 1,191

Amortization of unearned compensation........... ... 4 69 420 91 1,038

Total operating €XpensesS......ccccveeevvveeneee 349 1,586 7,152 2,405 9,676

Loss from operationS.......cccccvvcveevcneeneees L (348) (1,428) (3,668) (1,027) (5,248)
Interest income (expense), N€t.....ccccovveevveeee L 18 (28) 4) (29) 89
NELIOSS..coviiiii i $ (330) (1,046) $ (5,159)

Net loss per share--basic and diluted.............. ...

Weighted average shares--basic and diluted......... ... 5,932 6,258 6,297
Pro forma net loss per share (unaudited):
Net loss per share--basic and diluted............ . ... $ (0.26) $ (0.36)
Weighted average shares--basic and diluted....... ... 14,201 14,412
SEPTEMBER 30, MAR CH 31,
1996 1997 1998 1 999
(UNA UDITED)
BALANCE SHEET DATA:
Cash and cash equivalents.........cccccooeeeee. L $ 624 $ 143 $ 6,206 $ 2,460
Working capital (deficit).....ccccceeeeveveeeeeeee L 617 (317) 6,763 2,561
Total assets e 817 919 9,432 8,516
Long-term obligations........ccccccvvvvveeeneeee. L 29 216 - -
Redeemable convertible preferred stock............ . ... -- -- 7,688 7,688
Shareholders' equity (deficit)......ccccovveeeee. L 737 (231) (80) (3,681)



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 130 employees;

- hired sales representatives in six domestic iooat

- hired professional services and customer suggaaonnel in five domestic locations;

- released several upgrades to BIG/ip;

- released two new products, our 3DNS-TM- Contradled our see/IT-TM- Network Management Console;
- 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
$6.5 million for the six months ended March 31, 498urrently, we derive approximately 80% of owrereues from sales of BIG/ip. One of
our resellers, Exodus Communications, accounted9dt% of our net revenues for the six months emdacth 31, 1999 and 18.3% of our
accounts receivable balance at March 31, 199%diitian, we expect to derive a significant portafrour net revenues from sales of BIG/ip
in the future.

Net revenues derived from customers located outsitlee United States were $15,000 in 1997, $112i00998 and $327,000 for the !
months ended March 31, 1999. We plan to expanihtemational operations significantly, particulaith selected countries in the European
and Asia Pacific markets, because we believe iatemmal markets represent a significant growth opputy. 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 cattrAs of March 31, 1999,
approximately 80% of our customers have reneweid itigal customer support contract. Based on lonited operating history, it is difficult
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to predict what our rate of renewals will be in foure. We generally combine the software liceis&tallation, and customer support
elements of our products into a package with alsipgce. We allocate a portion of the sales priceach element of the bundled package
based on their respective fair values when theviddal elements are sold separately. Revenuestherticense of software are recognized
when the product has been shipped and the cusisrabligated to pay for the product. Installati@venue is recognized when the product
has been installed at the customer's site. Revdoueastomer support are recognized on a strdigbtbasis over the service contract term.
Consulting services are customarily billed at fixates, plus out-of-pocket expenses. Our ordinagngent terms to our customers are net 30
days, but we have extended payment terms beyor@Dn#dlys to some customers. Estimated sales redtertsased on historical experience
by product and are recorded at the time revenweseabgnized.

We have incurred losses since our inception, arad Bearch 31, 1999, had an accumulated deficitidd.6 million. Our success in growing
net revenues depends on increasing our customerapasexpanding our product line as well as coetigrowth of the emerging Internet
traffic management market. Accordingly, we inteadontinue to invest heavily in sales and marketmmgmotion of the F5 brand, customer
service and support, research and developmentatpginfrastructure and general and administragiedf to support our growth. As a result
of these investments, we expect that our operatpgnses will increase significantly and that wi edgntinue to incur substantial operating
losses for the foreseeable future. To achieve amidtain profitability we will need to increase et revenues significantly. Although we
have experienced rapid growth in net revenuesadanteperiods, we may not be able to sustain thesetly rates or achieve or sustain
profitability.

We have recorded a total of $6.2 million of unedroempensation costs since our inception througrtMal, 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 éistéing period of the options and have
recorded unearned compensation charges of $69r@D$H420,000 for the years ended September 30, 49971998, respectively, and
$91,000 and $1.0 million for the six months endeatdh 31, 1998 and 1999, respectively.

We expect to recognize amortization expense retatediearned compensation of approximately $2.8amjl$1.8 million, $961,000 and
$408,000 during the years ended September 30, 2009, 2001 and 2002, respectively. We cannot gieeahowever, that we will not
accrue additional unearned compensation cost®ifutiire or that our current estimate of thesescadt prove accurate, either of which
events could seriously harm our business and sesfitiperations.

We expense our research and development costswasdd except for certain software developmentc@oftware development costs
incurred in connection with product developmentararged to research and development expensedecttitological feasibility is
established. After that, until the product is rekdfor sale, these software development costsagitalized. These costs are then amortized
over the estimated economic life of the produatsegally two years.

Through March 31, 1999, we capitalized a total 20215000 of software development costs. We amorthZe@00 and $79,000 of these costs
during the years ended September 30, 1997 and i&§&ctively, and $31,000 and $52,000 for thereixnths ended March 31, 1998 and
1999, respectively.

In view of the rapidly changing nature of our besisa 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.
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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 yemdeSeptember 30, 1997 due to
different lengths of the respective periods andréped acceleration of our activities and relatedenses throughout the 1997 period.

YEAR ENDED
SEPTEMBER 30,

STATEMENT OF OPERATIONS DATA:
Net revenues:
Products...
Services....

15.7

Total net revenues..........ccocvvvereenne 100.0 100.0
Cost of net revenues:
ProductS.....ccccovviiiiiiiiiiiiieiecee e 31.0 22.3
SEIVICES ...t - 6.4
Total cost Of NEt revenUeS........ccccveeeee e 31.0 28.7
GrOSS MArGiN..cccocoiiiiiiiieiiiienieeeeee 69.0 71.3
Operating expenses:
Sales and marketing............cccoovevvennennn. 246.8 79.4
Research and development 248.5 37.0
General and administrative....................... 167.2 21.3
Amortization of unearned compensation............ 30.1 8.6
Total operating eXpenSes......cccccevvcveecees e 692.6  146.3

Loss from operations............ccoceeeveenneen.
Interest income (expense), Net..........cccceeeueee

NEt I0SS.....eiiiiiiiiiiiiiee e

SIX MONTHS ENDED MARCH 31, 1998 AND 1999 (UNAUDITED)

Net Revenues:

100.0%  84.3

SIX MONTHS ENDED

MARCH 31,

(UNAUDITED)

% 87.5% 84.1%

125 15.9
100.0 100.0
21.9 22.4
3.0 9.0
24.9 314
75.1 68.6
73.1 79.0
29.1 36.3
23.8 185
5.0 16.1
131.0 149.9

Net revenues consist of sales of our products andcgs, which include software license and sesvi€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 by62dTrom $1.6 million for the six months ended Mag&1, 1998 to $5.4 million
for the six months ended March 31, 1999. This iaseein product revenues was due primarily to arease in the quantity of our products

sold through our direct and indirect sale channels.

SERVICE REVENUES. Service revenues increased by3343rom $229,000 for the six months ended Marchl1®98 to $1.0 million for tt
six months ended March 31, 1999. This increaseduasprimarily to an increase in the installed hafseur products which resulted in

increased revenues from service and support castrac
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As our net revenue base increases, we do not beliewcan sustain percentage growth rates of nehums that we have experienced
historically.

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 revenimeseased 260.4%, from $402,000 for the six moetided March 31, 1998 to
$1.4 million for the six months ended March 31, 99%his increase was due primarily to higher satdames. Cost of product revenues
increased as a percent of product revenues fro@%2for the six months ended March 31, 1998, to26f@r the six months ended March 31,
1999. This increase was due primarily to an inaéashe percentage of product revenues generaigdresellers who buy our products for
lower average prices than our direct sales prigesellers accounted for approximately 5.0% of sadpct revenues for the six months ended
March 31, 1998, and approximately 33.0% of our pombdevenues for the six months ended March 319198 the extent that we experience
price erosion or sales of our products by reselfenease more rapidly than direct sales, our proéirgins will decline.

COST OF SERVICE REVENUES. Cost of service revenneeased 917.5%, from $57,000 for the six monttded March 31, 1998 to
$580,000 for the six months ended March 31, 1998t Gf service revenues increased as a perceptwo€s revenues from 24.9% for the six
months ended March 31, 1998 to 56.4% for the sirttrended March 31, 1999. The increases in castrofce 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 280.3%, from $1.3 million for the signths ended March 31, 1998 to $5.1
million for the six months ended March 31, 1999isTihcrease was due to an increase in sales arlcetimay personnel and professional
services personnel from 24 to 54, 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
339.0%, from $534,000 for the six months ended M&L, 1998 to $2.3 million for the six months endiéarch 31, 1999. This increase was
due to an increase in product development persdroral9 to 46. Our future success is dependerdrigel part on the continued enhancement
of our current products and our ability to devetapv, technologically advanced products that mezstphisticated needs of our customers.
We expect research and development expenses &agein future periods.

GENERAL AND ADMINISTRATIVE. Our general and admiriative expenses consist primarily of salaries effiehand related costs of our
executive, finance, human resource and legal paedpthirdparty professional service fees, and an allocasfaur facilities and depreciati
expenses. General and administrative expensesaseatdy 171.9% from $438,000 for the six monthedrdarch 31, 1998 to $1.2 million
for the six months ended March 31, 1999. This iaseewas due primarily to an increase in generabdnuinistrative personnel from 7 to 24.
We expect general and administrative expensestease as we expand our staff, further developndemal information systems and incur
costs associated with being a publicly held company
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UNEARNED COMPENSATION. We recorded unearned comp#as charges of $91,000 and $1.0 million for tixensonths ended March
31, 1998 and 1999, respectively. See Note 8 ofsnoteur financial statements.

INTEREST INCOME (EXPENSE) NET. Interest income dstsof earnings on our cash and cash equivaldéahbes offset by interest
expense associated with debt obligations. Netdsterxpense was $19,000 for the six months endedhiV8d.,, 1998 compared to net interest
income of $89,000 for the six months ended Marchl®89. This increase was due primarily to incrdasterest earned on cash and cash
equivalents received from the sale of preferredisio August 1998.

INCOME TAXES. There was no provision for federalstate income taxes for any period as we have liedwperating losses since
inception. As of September 30, 1998, we had apprately $4.6 million of net operating loss carryfands for 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 echtGervice 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 ag#age of revenue.

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

SALES AND MARKETING. Our sales and marketing expesscreased 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 uiéng 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 revenud988. This percentage decrease was due primardyrt 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 ineéa®ur software
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engineers and other technical staff from 9 to 28darch and development expenses decreased froB%2d48our net revenues in 1997 to
37.0% of our net revenues in 1998. This percendegecase was due primarily to our net revenuesiggpfaster than our research and
development expenses.

GENERAL AND ADMINISTRATIVE. Our general and adminiative expenses increased by 171.8% from $383/00097 to $1.0 million

in 1998. This increase was due primarily to andase in general and administrative personnel frean146. General and administrative costs
decreased from 167.2% of our net revenues in 18271 8% of our net revenues in 1998. This percentlgrease 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 quartezsults of operations for the seven quarterseiizrch 31, 1999 in dollars and as a
percentage of net revenues. You should read thenfiolg tables in conjunction with our financial &ments and related notes in this
prospectus. We have prepared this unaudited infisman the same basis as the audited financismsnts. These tables include all
adjustments, consisting only of normal recurrinfusiinents that we consider necessary for a faggmition of our operating results for the
quarters presented. You should not draw any coiaclasabout our future results from the resultspdrations for any quarter.

THREE MONTHS ENDED

SEPT. 30, DEC. 31, MARCH 31, JUNE 30, SEPT. 30, DEC. 31,
1997 1997 1998 1998 1998 1998
(IN THOUSANDS)
(UNAUDITED)
Net revenues:
Products........ccccevveenieinieenees $ 166 $742 $ 866 $ 929 $ 1,582 $2,282
SEIVICES...oiiiiiiiiieiiie e -- 100 129 215 326 413
Total net revenues............ccccueeueeen. 166 842 995 1,144 1,908 2,695
Cost of net revenues:
Products.... . 55 201 202 291 397 624
SEIVICES...coiiiieiiieiiee s -- 9 47 115 143 196
Total cost of net revenues................. 55 210 249 406 540 820
Gross Profit.......ccceeceeeieeenieeenns 111 632 746 738 1,368 1,875
Operating expenses:
Sales and marketing.............cccceveene 203 555 787 1,097 1,442 2,216
Research and development.. 210 194 340 525 751 1,020
General and administrative................... 110 202 236 252 351 525
Amortization of unearned compensation........ 69 31 60 114 215 368
Total operating expenses................... 592 982 1,423 1,988 2,759 4,129
Loss from operations...........ccccccoevenine (481) (350) (677) (1,250) (1,391) (2,254)
Interest income (expense), Net................. (26) (23) 4 ) 17 58
Net10SS......covviiviiiiiiiiie $(507) $(373) $(673) $(1,252) $(1,374) $(2,196)

MA RCH 31,
1999
Net revenues:
ProductS.........cocvveeeeieieeeeciieenn. $ 3,146
SEIVICES...ooiiieiieeiiiee e 616
Total net revenues..........cceeeeeeen..... 3,762
Cost of net revenues:
Products.........cccevveinienniieeniees 825
Services 384
Total cost of net revenues................. 1,209
Gross Profit.......ccccevceeriveiininenns 2,553
Operating expenses:
Sales and marketing....... 2,887
Research and development.. 1,324
General and administrative................... 666
Amortization of unearned compensation........ 670



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

NEt 10SS......ooiveiiiiiiieiiicieee $
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THREE MONTHS ENDED

SEPT. 30, DEC. 31, MARCH 31, JUNE 30, SEPT. 30, DEC. 31,
1997 1997 1998 1998 1998 1998
(IN THOUSANDS)
(UNAUDITED)
Net revenues:
Products 100.0% 88.1% 87.0% 81.2% 82.9% 84.7%
Services - 11.9 13.0 18.8 17.1 15.3
Total net revenues.............ccceveeeeene 100.0 100.0 100.0 100.0 100.0 100.0
Cost of net revenues:
Products.........ccooeeincinicecinnnn, 33.1 23.9 20.3 254 20.8 23.1
Services.... -- 1.0 4.7 10.1 7.5 7.3
Total cost of net revenues................. 33.1 24.9 25.0 35.5 28.3 30.4
GroSS Margin........ccccveereeenennens 66.9 75.1 75.0 64.5 71.7 69.6
Operating expenses:
Sales and marketing..........cccceeveenen. 122.3 65.9 79.1 95.9 75.5 82.2
Research and development.. 126.5 23.0 34.2 45.9 39.4 37.8
General and administrative................... 66.3 24.0 23.7 22.0 18.4 19.5
Amortization of unearned compensation........ 41.5 3.7 6.0 10.0 11.3 13.7
Total operating expenses................... 356.6 116.6 143.0 173.8 144.6 153.2
Loss from operations............ccccccoevennien (289.7) (41.5) (68.0) (109.3) (72.9) (83.6)
Interest income (expense), Net................ (15.7) (2.8) 0.4 (0.1) 0.9 2.1
Net10SS......ccvviiiiiiiiiiis (305.4)% (44.3)% (67.6)% (109.4)% (72.0)% (81.5)%

MA RCH 31,
1999
Net revenues:
Products.... . 83.6%
SEIVICES...iiiiiiiiieiiee e 16.4
Total net revenues............ccccueeueeen. 100.0
Cost of net revenues:
Products........cccoevveinieinieeniees 219
SEIVICES...oiiiieiieeiiee e 10.2
Total cost of net revenues................. 321
Gross Margin........ccceveeereeerneennns 67.9

Operating expenses:

Sales and marketing..........ccccceveenen. 76.7
Research and development..................... 35.2
General and administrative................... 17.8
Amortization of unearned compensation........ 17.8
Total operating expenses................... 147.5
Loss from operations............ccccccoevenenn (79.6)
Interest income (expense), Net................. 0.8
Net 10SS.......oiveiiiiiiieiici (78.8)%

Our quarterly operating results have fluctuateaificantly and we expect that future operating teswill 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

Since our inception, we have primarily financed operations through private placements of our prefestock. Through March 31, 1999,
gross proceeds from private placements of prefesteck totaled approximately $12.4 million. To ader extent, we have financed our
operations through equipment financing, traditidives of credit, and the exercise of options amgdrants to purchase common stock.

As of March 31, 1999, we had cash and cash equitsaté $2.5 million, an increase of $2.3 milliowrdn cash and cash equivalents held as of
March 31, 1998. This increase was due primarilthtosale of our preferred stock, which raised axprately $9.2 million, offset by cash
used in operating activities and purchases of ptg@ad equipment.

We have a $2.0 million working capital revolvingéi of credit with a lender that is collateralizgdal of our accounts receivable and be



interest at the lender's prime rate plus one-reifgnt. This facility allows us to borrow up to tkeser of 75% of our eligible accounts
receivable or $2.0 million. The agreement underclthe line of credit was established containsatetovenants, including a provision
requiring us to maintain specific financial ratids of March 31, 1999, there were no outstandingdwaings under this line of credit. We a
had a capital equipment line with a lender for $000. This line expired in August 1998 and was nexdized.
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Cash used in our operating activities was $1.4ionilin 1997, $3.4 million in 1998 and $3.5 millior the six months ended March 31, 1999.
These net cash outflows resulted from operatingel®sis well as increases in accounts receivablodoereased sales and other current
assets and were partially offset by increaseséowats payable, accrued liabilities and deferreeémaes.

Net cash used in investing activities since oueimn through March 31, 1999 was approximatel@ $dillion, substantially all of which wi
used for the purchase of property and equipmente¥Xpect capital expenditures to increase in thersbalf of fiscal 1999 due to the cost
expansion and expenditures for information systentstest equipment.

As of March 31, 1999, our principal commitment dsted of obligations outstanding under operatiragés. In March 1999, we agreed to
lease approximately 20,000 square feet in a fadditated in Seattle, Washington, for a term oh&hths. The annual cost of this lease is
approximately $397,000, subject to annual adjustsagiithough we have no other material commitmentsanticipate a substantial increase
in our capital expenditures and lease commitmeonsistent with anticipated growth in our operatjanfastructure and personnel. In the
future we may also require a larger inventory afdurcts in order to provide better availability tesstomers and achieve purchasing
efficiencies.

We intend to substantially increase our operatipeases. These operating expenses will consumeaiai@mount of our cash resources,
including a portion of the net proceeds of thiedfig. We believe that the net proceeds from tfferiag, cash from operations and
borrowings under our credit facility will be sufiént to meet our working capital and capital exptemds needs for at least the next twelve
months. After that we may need to raise additidmadls, and additional financing may not be avadadoh favorable terms, if at all. Further, if
we issue additional equity securities, shareholderg experience dilution, and the new equity s¢iesrmay have rights, preferences or
privileges senior to those of existing holders @f common stock. If we cannot raise funds, if needa acceptable terms, we may not be
to develop new products or enhance our existingymts, take advantage of future opportunities spoad to competitive pressures or
unanticipated requirements. This may seriously haumbusiness and results of operations.

RECENT ACCOUNTING PRONOUNCEMENTS

As of October 1, 1998 we adopted Financial AccownBtandards 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), result@perations or cash flows. Accordingly, our conigmasive loss for the three months ended
December 31, 1998 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 Wusiness enterprises report information in ahstatements and interim financial repc
regarding operating segments, products and sengeegraphic areas and major customers. This stateisieffective for financial statemel
for fiscal years beginning after December 15, 199 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 &iccounting for the costs of all
computer software developed or obtained for inteusa. We are required to adopt SOP 98-1 for $mfiyear beginning in October 1999.
Our adoption of SOP 98-1 is not expected to havaterial impact on our financial statements.
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In June 1998, the Financial Accounting Standardsr@dssued Statement No. 133 of Financial AccognBitandards, "Accounting for
Derivative Instruments and Hedging Activities." $istatement requires that all derivative instruméetrecorded on the balance sheet at
fair value. Changes in the fair value of derivasiage recorded each period in current earningsher comprehensive income, depending on
whether a derivative is designated as a part @dgé transaction and, if it is, the type of hedgadaction. This statement is effective for all
fiscal quarters of all fiscal years beginning aftene 15, 1999. We do not use derivative instrusy¢nerefore the adoption of this statement
will not have any effect on our results of openasi@r financial position.

YEAR 2000 COMPLIANCE

BACKGROUND OF YEAR 2000 ISSUES. Many currently iaé¢d computer and communications systems and aodtproducts 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' softvaae 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 vendorsyegieindustry 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 thete 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 aridrmation systems provided to us by third parties.

OUR INTERNAL SYSTEMS. We periodically review ourtt@mnal management information and other systendetttify any products,
services or systems that may not be Year 2000 dannd 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 cosmpeitstem improvements to be Year 2000 compliart.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 ceefiidbusly harm our business and results of operstio

CONTINGENCY PLANNING. We have not formulated a cagency plan at this time but expect to have specintingency plans in place
prior 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-TM- Controllerisewcombined with our see/IT-TM-
Network Management Console, help organizationswpé their network server availability and perfomoa and co-effectively manage
their Internet infrastructure. Our solutions arediby organizations who rely on the Internet asr@dmental component of their business.
Our customers include Internet service providarshsas Exodus Communications, PSINet, MCl WorldCeropmmerce companies and
many other organizations that employ high-traffitefnet sites. Since shipping our first produciuty 1997, we have sold our products to
over 400 end-customers.

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 forlrttegnet has increased significantly, the comeand volume of Internet traffic has
increased dramatically. According to UUNet, Intérmaffic doubles every 100 days.

As a result of the Internet's growing popularitg aapabilities, numerous businesses have comdytomet as a fundamental commerce and
communications tool. For example, a growing nundfarganizations, such as Web hosting arbeimerce 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 integoéfature 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 managemehiton that further optimizes the availability apdrformance of network servers and
applications. To support this objective, we haweently introduced our see/IT Network Managementgotethat communicates with our
BIG/ip and 3DNS Controllers to enable real-timewak monitoring and pro-active network managemEgantthermore, we are currently
developing our global/SITE-TM- Controller that issigned to ensure data integrity by automaticathchronizing content across local and
geographically dispersed network servers. To fursi@port our suite of products, we intend to cargito invest in our professional services
group to provide the installation, training and jgoip services required to help our customers opgrtheir use 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 aslasldevelop additional products that
address the complex and changing needs of ourraesso We are also in the process of developingialpesd 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 sdi@rce, 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 pursue salesiofnternet traffic management solutions to govezntal entities. We also plan to
aggressively develop our direct and indirect iriional sales capabilities, particularly in seldateuntries in the European and Asia Pacific
markets.

LEVERAGE OUR MARKET LEADERSHIP TO CONTINUE TO BUILODOHE F5 BRAND. We plan to continue building branslasieness
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.

PRODUCTS AND TECHNOLOGY

We have developed BIG/ip, 3DNS and see/IT as @& sdiilnternet traffic management products thatlitaté high performance, high
availability and scalable access to network seaveys located at a single site or across multgBegraphically dispersed sites. Our suite of
products helps to ensure that Web
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servers can respond to ever-increasing Interniéictr@he following is a summary of our productsi@ntly 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-TM- Controller Intelligent lo ad balancer for wide September 1998

area networks
see/lIT-TM- Network Management Traffic analys is and network April 1999
Console management sof tware application for
BIG/ip and 3DN
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 grenfance and automatically directs user requedtsetserver best able to handle these
requests. By quickly detecting application, sevad 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 froniegiions, 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 standamtimod 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 configuratdmnedundant BIG/ip Controllers located
between the server array and network is shown below
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[ILLUSTRATION]
Additional BIG/ip features include:

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

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

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

- BIG/CONFIG, a simple point-and-click browser-badsestallation 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 requestssagids 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, imithg Web, e-mail, audio, video,
database and file transfer protocol, and managéfctfor network devices such as firewalls, cashevers and multimedia servers.

When an end-user request is received from a lamrabih hame server or DNS, 3DNS collects networerimiition and communicates with
each BIG/ip in the network to determine the seareay
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with the fastest response time. 3DNS then sendsetieest to the BIG/ip at this server array, amdBIG/ip then directs the request to the
individual server best able to handle it. Althowaybanizations can deploy a single 3DNS in theimoek configuration, multiple 3DNS
Controllers are often deployed within the netwarlptovide redundancy to help ensure network avitithabnd performance for end users. A
typical 3DNS configuration is shown below:

[ILLUSTRATION]
Additional 3DNS features include:
- DYNAMIC LOAD BALANCING optimizes use of availablaetwork resources across wide area networks.

- USER-DEFINED PRODUCTION RULES allow organizatidiespre-configure traffic distribution decisionscacding to their specific user
requirements.

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

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

SEE/IT NETWORK MANAGEMENT CONSOLE. see/IT is a rextly introduced software application that commutesavith BIG/ip and
3DNS to help improve the management and functignafian organization's network servers. see/lTichvinuns on an NT server, uses real-
time data collected by BIG/ip and 3DNS to perfonmatal traffic analysis management functions. Fenthore, by reviewing historical
patterns, network administrators can build predéctnodels and forecast usage, which helps themteatigently plan and budget for
additional server and bandwidth capacity. see/ftégrates the BIG/config
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software module that comes pre-loaded with BIGfig aDNS and consists of the following two additioimternet 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 performame#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 andmsyaiministrators can use this tool to create "WRascenarios to help forecast the
need for additional servers, interface upgradesodimer network capacity requirements.

GLOBAL/SITE CONTROLLER. global/SITE is a global damanagement solution currently under developnieithtas been designed to
help organizations automate publishing, distributmd synchronization of file-based content andiegioons to local and geographically
dispersed Internet sites. global/SITE is being thpeax 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®éels 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 produartd develop additional products that maintaintecinological 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 March 31, 1999, we employed 46pgbedn this group. Each product line is
headed by a lead architect, who is responsiblddgeloping the technology behind the product. Tlp Hevelop 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 dealtize overall quality of our products and detessiwhether they are ready for release.

Our product development expenses for fiscal 1998711998 and the six months ended March 31, 1398 $103,000, $569,000, $1.8
million and $2.3 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, this iteived over 7 million user requests. Since shippur first product in July 1997, we have
sold our products directly or through resellersjuding Exodus Communications and Frontier Global€e to over 400 end-
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customers. Our largest reseller, Exodus Commupiesitiaccounted for 19.1% of our net revenues stk months ended March 31, 1999.
The following is a list of customers that have faged at least $100,000 of our products sincerti@eMarch 1998:

Resellers - Exodus Communications
- Frontier GlobalCenter
- Vanstar
ISP/Web Hosting - Exodus Communications
- MCI WorldCom
- PSINet Inc.
- StarMedia Network, Inc.

Intranet/Enterprise - BankAmerica Corporation
- BellSouth.net
- Encylopedia Britannica, Inc.
- Microsoft Corporation
- Motorola, Inc.
- People's Bank
- Techwave Corporation
- Unum Corporation

SALES AND MARKETING

We market and sell our Internet traffic managensehitions through a direct sales force in the Uh¢ates, the United Kingdom and
Germany, as well as through domestic and internatichannel partners. We plan to invest signifieasburces to expand our direct sales
force and further develop our indirect sales chinbg developing relationships with leading induystsellers, original equipment
manufacturers, systems integrators, Internet segwioviders and other channel partners. Typically,agreements with our channel partners
are not exclusive and do not prevent our chanméhees from selling competitive products. Thesesagrents typically have terms of one or
two years with no obligation to renew, and typigalb not provide for exclusive sales territoriesronimum purchase requirements.

Exodus and Frontier Global Center account for mbstur indirect sales. We are in the process dfisganternational channel partners for
our products in the United States and selectedtdesrin the European and Asia Pacific markets.af§e intend to increase the number of
individuals focused on sales to governmental estitand develop strategic relationships that weilp iacilitate these sales. As of March 31,
1999, we employed 40 people in sales and marketing.

Our regional sales managers are responsible fectdiustomer contact and are located in SeattleF&mcisco, Los Angeles, Houston,
Chicago, Boston, New York, Atlanta, Washington, DI®ndon and Munich. Our inside sales managersrgéa and qualify leads for our
regional sales managers and help manage accoures\igg as a liaison between our field and intecogporate resources. Our field systems
engineers also support our regional sales managgarticipating in joint sales calls and providimge-sales technical resources as needed.

We plan to continue to build strong brand awaretes$sverage the value of our Internet traffic mgaraent 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 performance, high qualitptomer service and ease of use. We market odugt®and services through a broad
range of marketing programs, including active tedmbav participation, advertising in print publicatsy direct marketing, high-profile Web
events and our Internet site. Our marketing program focused on creating awareness of our Intgafét management solutions and
services and are targeted at information technofwgfessionals such as chief information officers.
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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 ofutingibnality 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 semamatsraining sessions for our customers on thégumation 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 MaBdh) 1999, our professional services and techsigaport team consisted of 14 employ

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 instalpooprietary software onto the
hardware platforms and conduct functionality tesstiquality assurance and documentation controt peighipping our products.

We have experienced minor delays in shipments tiese 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 andlt® of operations. From time to time, we inteméhtroduce new products and product
enhancements, which will require that we coordimateefforts with those of our contract manufacatsite 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 causglaydn our ability to fulfill orders while we olitaa replacement manufacturer and may
seriously harm our business and results of operstio

Subcontractors supply our contract manufacturetis thie standard parts and components for our ptedlibese standard hardware parts and
components consist of motherboards, reboot cardslassses.

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 resofitsperations. In addition, qualifying additionalppliers can be time-consuming and
expensive and may increase the likelihood of errors

Lead times for purchasing these components vanjfgigntly 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 suppliestairtenaterials, including components
manufactured by our subcontractors, may seriowsignfour business and results of operations.
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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 reaiikclude Cisco Systems, Alteon WebSystems, Ar@mifCommunications, HydraWeb
Technology, RadWare and Resonate. We expect tincento face additional competition as new paréaiig enter the Internet traffic
management market. Companies with significant nes® 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 exjgproducts in a manner that discourages usens frarchasing our products. Potential
customers may also choose to purchase additionadrsanstead of our products.

Cisco Systems has a product offering similar ts@ud holds the dominant share of the market. Giasa longer operating history and
significantly greater financial, technical, markegtiand other resources than we do. Cisco also hmas@extensive customer base and broadel
customer relationships including relationships withny of our current and potential customers tbatcdtbe 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 @aompetitors may be able to respond more quickhew or emerging technologies and
changes in customer requirements than we can.diti@d 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 competitorgr 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, trademark trade secret laws and restrictions on discloBupgotect our intellectual property righ
We currently do not have any issued patents ompatgnt applications pending for any of our techgglo

We also enter into confidentiality or license agneats with our employees, consultants and corp@atmers, and control access to and
distribution of our software, documentation andeotpbroprietary information. Despite our effortgprmtect our proprietary rights,
unauthorized parties may attempt to copy or othexwbtain and use our products or technology. Mdni 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 petary rights as fully as in the United States.ddifon, we have not entered into non-
competition agreements with several of our formepleyees.

We incorporate software that is licensed from saiird 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 exsleigatent, 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
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 agreemé
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required, may not be available on acceptable teifasall. In the event of a successful claimmffingement and our failure or inability to
develop non-infringing technology or license thigiimged or similar technology on a timely basist business and results of operations may
be seriously harmed.

EMPLOYEES

As of March 31, 1999, we employed 124 ftifle persons, 46 of whom were engaged in produaidpment, 40 in sales and marketing, 1
professional services and technical support and #iiance, administration and operations. Nonewfemployees is represented by a labor
union and we have not experienced any work stopptigdate. We consider our employee relations tgawoa.

FACILITIES

We currently lease an aggregate of approximatel§@Dsquare feet of office space in Seattle, Wagbm The current lease for the Seattle
facility expires in February 2004, with an optianrenew for five years. Given our anticipated gtowte may need to find suitable additional
or substitute facilities in the near future butiéed these facilities will be available as needed¢ommercially reasonable terms. We also I
office space for our sales personnel in New YomjfGrnia, Germany and the United Kingdom.

LEGAL PROCEEDINGS

From time to time, we may be involved in litigaticelating to claims arising out of our ordinary c&elof 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 MARCH 31, 1999:

EXECUTIVE OFFICERS AND DIRECTORS

NAME AGE POSITION

Jeffrey S. HUSSEY.....cooovvvviiiiiiiiiiiieees 37 Chairman of the Board, Chief Executive Officer and
President

Robert J. Chamberlain..............cccccceene 45 Vice President of Finance, Chief Financial Off icer

and Treasurer

Steven Goldman.........cccccveeeeeiiiiiniinnnns 38 Vice President of Sales and Marketing

Brett L. Helsel.........cccooveviiiiiiiiiiiees 39 Vice President of Product Development and Chie f
Technology Officer

Brian R. DiX0ON.......cccoviiiiiiiiiiiieeeee, 39 Vice President of Operations and Secretary

Carlton G. Amdahl (1)........cvvvvevvereeenennnnn. 47 Director

Kimberly D. Davis (1)......cccveveeeeeeeieninnnns 32 Director

Alan J. Higginson (2)......ccccoecvveeeeninnenn. 52 Director

Sonja L. Hoel (2)....coccveieeiiiiiiiiiinn. 32 Director

Kent L. Johnson (2)......cccccvvvveeveveneenennn. 55 Director

(1) Member of Audit Committee.
(2) Member of Compensation Committee.

JEFFREY S. HUSSEY co-founded F5 in February 199bes been our Chairman, Chief Executive Officel Rresident since that time.
From February 1996 to March 1999, Mr. Hussey adswex] as our Treasurer. From July 1995 to Febrli@@$, Mr. Hussey served as Vice
President of Alexander Hutton Capital L.L.C., améstment banking firm. From September 1993 to 1685, Mr. Hussey served as Presi
of Pacific Comlink, an inter-exchange carrier pding frame relay and Internet access servicesa@#cific Rim, which he founded in
September 1993. Mr. Hussey holds a B.A. in Findrama Seattle Pacific University and an M.B.A. frdhe University of Washington.

ROBERT J. CHAMBERLAIN has served as our Vice Prestdf Finance, Chief Financial Officer and Treaswwince March 1999. From
September 1998 to February 1999, Mr. Chamberlaieseas Senior Vice President and Chief Financiit€ of Yesler Software, an early
stage company developing a personal multimediac@ebmunication 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 Fabyul998. From May 1997 to February
1998, Mr. Chamberlain served as Senior Vice Presided Chief Financial Officer of Photodisc. FromriA1996 to May 1997, Mr.
Chamberlain served as Executive Vice PresidenCinef Financial Officer of Midcom Communicationscina telecommunications service
provider. From January 1992 to December 1995, Marfiberlain served as Vice President Finance andafiges of ElseWare Corporation,
a font technology company. From July 1989 to Ap8i81, Mr. Chamberlain was an audit partner in tlgh kechnology practice of KPMG
Peat Marwick, and was employed by KPMG Peat Margioke January 1980. Mr. Chamberlain holds a BL.8usiness Administration and
Accounting from California State University, Noridige.

STEVEN GOLDMAN has served as our Vice Presidersales and Marketing since July 1997. From Decerh®@6 to February 1997, Mr.
Goldman served as Vice President, Enterprise $alésServices, for Microtest, Inc., a network tegtipment and CD ROM server company,
after its acquisition of Logicraft. From March 19&@bDecember 1996, Mr. Goldman served as ExecMive President, North American
Operations, for Logicraft, a CD ROM server compaafier its merger with Virtual Microsytems,
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a CD ROM server company. From 1990 to March 1995,@bldman served as Vice President of Sales fau®l Microsystems. Mr.
Goldman holds a B.A. in Economics from the Univigrsif California at Berkeley.

BRETT L. HELSEL has served as our Vice PresiderRroduct Development and Chief Technology Offidece May 1998. From April to
May 1998, Mr. Helsel served as our Vice Presidéhtdvanced Product Architecture. From March 199®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 Floridatirie of Technology.

BRIAN R. DIXON has served as our Vice PresidenDperations since March 1999. From June 1996 to Ma889, Mr. Dixon served as ¢
Vice President of Finance and Operations. Fromedaiper 1992 to April 1996, Mr. Dixon served as VRresident of Finance for the Seattle
SuperSonics professional basketball team. Fromadgarii®90 to August 1992, Mr. Dixon served as Cdlerdor the outdoor advertising
division of Ackerley Communications, a sports, etai@ment and outdoor advertising company. Mr. Dixmlds a B.A. in Accounting and
Finance from Seattle Pacific University and is gifted public accountant.

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 seaselresident 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 Sadram the University of California,
Berkeley and an M.S. in Management from Stanfor@/&hsity.

KIMBERLY D. DAVIS has served as one of our direst@ince August 1998. Ms. Davis has been a genartaigy of IDG Ventures, L.L.C.
since July 1997. From August 1994 to July 1997, D&vis was an associate at BankAmerica Venturesnture capital firm. From June
1993 to August 1993, Ms. Davis served as a proghactager in the Multimedia Publishing Group at Msofy Corporation. From August
1988 to July 1992, Ms. Davis was a consultant ateksen Consulting, a consulting firm. Ms. Davisdsch B.S. in Industrial Engineering
from Stanford University and an M.B.A. from the Mard Business School.

ALAN J. HIGGINSON has served as one of our direztince May 1996. From November 1995 to Novemb®881®ir. 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 ofldWade Sales and Marketing for Sierra On-line, sedeper of multimedia software for
the home personal computer market. From May 199%bteember 1995, Mr. Higginson served as PresideSteyra On-line's Bright Star
division, a developer of educational software. Migginson holds a B.S. in Commerce and an M.B.8mifithe 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 Faimenture capital firm. From December 1991 tweJi993, Ms. Hoel served as a
business development consultant at Symantec Cdipora 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.
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KENT L. JOHNSON has served as one of our direcdorse May 1996. Mr. Johnson is President of Alexardutton Capital, L.L.C., which
he co-founded in August 1994. From April 1989 toyM&94, Mr. Johnson served as Senior Vice Presa@hiChief Operating Officer of
Brazier Forest Industries, a forest products complatn. Johnson is also a director of Timeline, |recsoftware company. Mr. Johnson hole
B.A. in Business Administration from the UniversalWashington and an M.B.A. from Seattle Universit

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

Upon the closing of this offering, we will have hatized a range of directors from five to nineatitordance with the terms of our amended
articles of incorporation, the terms of office bétboard of directors will be divided into threasdes:

- Class | directors, whose term will expire at #mual meeting of shareholders to be held in 2000;
- Class Il directors, whose term will expire at trual meeting of shareholders to be held in 2a6d,;
- Class Il directors, whose term will expire ag¢ thnnual meeting of shareholders to be held in 2002

Our Class | directors will be Ms. Davis and Ms. Haair Class 1l directors will be Messrs. Higginsamd Johnson, and our Class Il directors
will be Messrs. Amdahl and Hussey. At each annwting of shareholders after the initial classifma the successors to directors whose
terms will then expire will be elected to servenfrthe time of election and qualification until térd annual meeting following election. Any
additional directorships resulting from an increasthe number of directors will be distributed amgdhe three classes so that, as nearly as
possible, each class will consist of one-thirdhaf tlirectors. This classification of the board ioéctors may have the effect of delaying or
preventing changes in control or management of F5.

BOARD COMMITTEES

- AUDIT COMMITTEE. Our audit committee, consistiag Mr. Amdahl and Ms. Davis, reviews our internataunting procedures and
consults with and reviews the services providedtnyindependent auditors.

- COMPENSATION COMMITTEE. Our compensation commetteonsisting of Ms. Hoel and Messrs. Higginson dofthson, 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. Mrskeljuswho 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.
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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 attendanceaiband committee meetings. From time to timegagenon-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,AMMndahl was granted an option to
purchase 84,000 shares of our common stock atemsisg price of $0.50 per share. Upon the consuinmat this offering, eligible non-
employee directors will receive automatic optioargs under our 1999 Non-Employee Directors' Opfitam. See "--Equity Incentive Plans--
Amended and Restated Directors' Nonqualified S@pkion Plan" and "--1999 Non-Employee Directorsti@pPlan."

EXECUTIVE COMPENSATION

The table below sets forth the compensation paidsbguring the fiscal year ended September 30, 1®%8) 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......cceeocvveeeiieeiieen, $128,749 $ 3,196
President and Chief Executive Officer

Steven Goldman..........cceevveeeeiniiieeeene 120,000 5,000 $ 46,444(1)
Vice President of Sales and Marketing

(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 abofiscal 1998.
FISCAL YEAR-END OPTION VALUES

The following table sets forth for the executivéiagrs shown in the Summary Compensation Tablaggeegate 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 ($) (1)
VALUE AT SEPTEMBER 30, 1998  —--m--memee- e
SHARES ACQUIRED REALIZED - UNEXERCISABLE
NAME ON EXERCISE (#) ($) (1) EXERCISABLE (#) UNEXERCISABLE (#) EXERCISABLE ( $) ($)
Jeffrey S.
Hussey.......... -- -- -- -- -- --
Steven Goldman.... 59,250  $648,788 - 177,750(2) - $1,946,363

(1) Based on the assumed initial public offeriniggiof $11.00 per share less the exercise pricéjpiied by the number of shares underlying
the option.

(2) These options vest 25% on each of the firepsd, third and fourth anniversary of the granedathese options will vest fully if we are
acquired in a merger or asset sale. All of thesmip have a ten-year term.
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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 have resemvethl of 800,000 shares for issuance under e jrh addition, in April 1999 we
reserved, subject to shareholder approval, aniaddit1,500,000 shares for issuance under the plaaplan provides for grants of incentive
stock options that qualify under Section 422 ofltiternal Revenue Code of 1986, as amended, toogms, including officers, of F5 or any
affiliate of F5, and nonstatutory stock optionstrieted stock purchase awards, and stock bonasasployees, including officers, or
directors of and consultants to F5 or any affilieté5. The board or a committee appointed by therdb administers the plan. Our board has
the authority to determine which recipients and wihpes of awards are to be granted, includingettexcise price, number of shares subje
the award and the exercisability 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@sge price cannot be less than 50% o
fair market value of our common stock on the détgrant. Options granted under the plan vest atdbespecified 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 tabptionee may designate a beneficiary who masceseethe option following the optionee's
death. An optionee whose relationship with us grratated corporation ceases for any reason, exnegéath 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 ceasle® to death. However, options may terminate oirexgponer 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 oftgaad the term of the option does not exceed faery 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.

When we become subject to Section 162(m) of thermal Revenue Code, which, among other things edemdeduction to publicly held
corporations for certain compensation paid to gjgeemployees in a taxable year to the extentttiaicompensation exceeds $1,000,000, no
person may be granted options under the plan aqayen aggregate of more than 200,000 shares afommon stock in any calendar year.

Shares subject to stock awards that have lapstaiminated, without having been exercised in fulhy 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 jpsechrice of these awards will be at least 50% @fair market value of our common
stock on the date of grant. Stock bonuses may laedsa in consideration for past services. Rightieum 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 providedien the plan, the surviving entity will either ass or substitute all outstanding stock
awards under the plan. If the surviving entity deiees not to
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assume or substitute these awards, then with reBppersons whose service with F5 or an affil@t&5 has not terminated before the che
in control, the vesting of 50% of these stock awgahd the time during which these awards may kecesed) will accelerate and the awards
terminated if not exercised before the change mrob

As of March 31, 1999, we had issued 133,000 shgren the exercise of options granted under the grahoptions to purchase 461,258
shares were outstanding with 205,742 shares raséovéuture grants or purchases under the plae.plan will terminate on October 21,
2008, unless terminated sooner by the board.

AMENDED AND RESTATED 1996 STOCK OPTION PLAN. Our &l of directors adopted the Amended and Rest&@6 $tock Option
Plan on December 2, 1996, and our shareholderswaggbit on January 28, 1997. We have reservedahdd®,600,000 shares for issuance
under the plan, less any shares issuable uporxéneige of options granted under the Amended arstiafeel Directors' Nonqualified Stock
Option Plan. The plan provides for grants of inoenstock options that qualify under Section 422haf Internal Revenue Code to employ:
including officers and employee directors, of F&noy affiliate of F5 and nonstatutory stock optitm&mployees, consultants and other
persons selected by the board. The board or a cbeenaippointed by the board administers the plaa.board has the authority to determine
which recipients and what types of options areg@fanted, including the exercise price, numbeshafes subject to the option and the
exercisability of the options.

The term of a stock option granted under the pkmegally may not exceed 10 years. The exercise pfincentive stock options and non-
statutory stock options granted under the plamfalig 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 ydst 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 @egpermanent and total disability, may
exercise vested options up to 90 days followingcisesation or a longer period as may be extendélebyoard 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 siption.

No incentive stock option may be granted to ang@emwho, 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 Gfirgrant, of the shares of our common stock wapect to which incentive stock options
are exercisable for the first time by an optionesrd) any calendar year under the plan and allrattuek plans of F5 and its affiliates may
exceed $100,000. The options, or portions of th®np, which exceed this limit are treated as retsbdry options.

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

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

As of March 31, 1999, we had issued 438,843 shgren the exercise of options granted under the grahoptions to purchase 1,768,547
shares were outstanding with 98,610 shares reséovéature
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grants or purchases under either this plan or onedded and Restated Directors' Nonqualified Stqako® Plan. We do not plan to grant
additional options under this plan.

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 appibeadlanuary 28, 1997. The plan
provides for the issuance of up to 2,600,000 shafresir common stock, less the number of any shiasesble upon exercise under the
Amended and Restated 1996 Stock Option Plan. Aduofnon-employee directors who joined our boardidctors before August 21, 1998
were entitled to receive non-discretionary stockampgrants under the plan. Options granted urtteptan do not qualify as incentive stock
options under the Internal Revenue Code. Eachmgtianted pursuant to the plan has an exercise pguaal to $0.50. Under the plan, each
non-employee director who joined the board follogvihe closing of the offering of our Series A prede stock and before May 1, 1998 and
who was not elected in direct connection with hiser investment in our stock (or with the investini@ our stock by an affiliated or
representative entity of the n@mployee director) was automatically granted amapb purchase that number of shares of our comstart
equal to one percent of the then-current fully4@itlnumber of shares of our common stock. After [Ma¥998, each newly appointed non-
employee director was automatically granted arooptid purchase 84,000 shares of our common stquioi® granted under the plan vest in
three equal annual installments from the date afigand become immediately vested and exercisglole a director's death or disability.
Options granted under the plan are generally namsferable. An optionee whose directorship wittcEases for any reason, other than by
death or disability, may exercise vested optiontou0 days following cessation, unless these aptterminate or expire sooner by their
terms. Options may be exercised for up to one gfar an optionee's directorship with F5 ceasegtalaiésability or death. An optionee may
not exercise any options granted under the planekier, after the expiration of ten years from thgedt was granted. Upon certain change
control of F5 as provided under the plan, the plaptions will automatically become fully vestedidre exercisable for the duration of the
option term.

As of March 31, 1999, we had issued 98,000 sharen the exercise of options granted under the lad,options to purchase 196,000
shares were outstanding with 98,610 shares resévéature grants or purchases under either tlain pr the 1996 Stock Option Plan. We do
not plan to grant any additional options underAhgended and Restated Directors' Nonqualified S@pton Plan.

1999 NON-EMPLOYEE DIRECTORS' STOCK OPTION PLAN. \&dopted the 1999 Non-Employee Directors' StockdaDpfilan in April
1999 to provide for the automatic grant to F5 nompyee directors of options to purchase sharesinEommon stock. The board
administers the plan unless it has delegated adtration to a committee. In April 1999, we resenadbject to shareholder approval, an
aggregate of 100,000 shares of common stock foamsse under the plan, subject to adjustment ireat of certain capital changes.

Each person who is first elected or appointed meraemployee director after the initial public affey 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-empldiyreetor for at least the prior six months. Asdas 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 extspuvill or by the laws of descent and distributiédthough only the optionholder may
exercise the option during his or her lifetime, dpdionholder may designate a third party who masrese the option in the event of the
optionee's death. Options granted under the plpinee%0 years after the date of grant and havexarcise price equal to 100% of the fair
market value of the common stock on the date aitgtathe optionholder's service to
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F5 or an affiliate terminates, the optionholder reagrcise the option for 12 months if terminatismlue to disability, for 18 months if
termination is due to death or for three monthalimther 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 oftibeger into other property.

1999 EMPLOYEE STOCK PURCHASE PLAN. In April 1999ewadopted, subject to shareholder approval, thé E®8ployee Stock
Purchase Plan, authorizing the issuance of 1,00G08res of common stock pursuant to purchasesrgghnted to employees of F5 or to
employees of any designated affiliate of F5. Theelpase plan is intended to qualify as an employaekpurchase plan within the meaninc
Section 423 of the Internal Revenue Code.

The purchase plan provides a means by which emgsoymy 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 offeriwdl begin on the effective date of this
offering. Unless otherwise determined by the badrdirectors, common stock is purchased for accoahemployees participating in the
purchase plan at a price per share equal to therlofv

(1) 85% of the fair market value of a share of camratock on the first day of the offering or (28%f the fair market value of a share of
common stock on the date of purchase.

Generally, employees who work at least 20 hoursyserk and 5 months per calendar year may deduitt 5% 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 automaticallj@nmination of employment with F5 or an affiliate.

We may grant eligible employees purchase rightguotids plan only if the rights together with arther rights granted under other employee
stock purchase plans established by F5 or anaéibf F5, if any, do not permit the employee'atsgo 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 empkgavings and retirement plan, the 401(k) Plarglfgible United States employees.
Eligible employees may elect to defer a percentdgkeir 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 discretionaryipsebfaring contributions in amounts as
determined by the board of directors, subjectatusbry limitations. Matching and profit-sharingntobutions, 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 40Rl&n, 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 Washington Business Corporation Act as it
currently exists. Consequently, subject to the Whghn Business Corporation Act, no director wal jpersonally liable to us or our
shareholders for monetary damages resulting franohher conduct as a director of F5, except lighibr:
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- acts or omissions involving intentional miscondoicknowing violations of law;
- unlawful distributions; or
- transactions from which the director personadigaives a benefit in money, property or servicashizh the director is not legally entitled.

Upon the closing of this offering, our articlesimforporation will also provide that we may indefgrany individual made a party to a
proceeding because that individual is or was adiFegtor or officer, and this right to indemnifigat will continue as to an individual who
has ceased to be a director or officer and wilfénio the benefit of his or her heirs, executoradministrators. Any repeal of or modification
to our articles of incorporation may not adversafgct any right of an F5 director or officer wheodr was a director or officer at the time of
any repeal or modification. To the extent the psmris of our articles of incorporation provide fiedemnification of directors or officers for
liabilities arising under the Securities Act of B9&s amended, those provisions are, in the opimidhe Securities and Exchange
Commission, against public policy as expressetiénSecurities Act and they are therefore unenfieea

Upon the closing of this offering, our bylaws wpllovide that we will indemnify our directors andioérs and may indemnify our other
officers and employees and other agents to thesiudixtent permitted by law.

Upon the closing of this offering, we will entetdgragreements to indemnify our directors and cedéficers, in addition to indemnification
provided for in our articles of incorporation orlémys. These agreements, among other things, indgmomi directors and certain officers for
certain expenses, including attorneys' fees, juddgsnéines and settlement amounts incurred by &tlyese persons in any action or
proceeding, including any action by us arisingafuthe person's services as our director or officeany other company or enterprise to wl
the person provides services at our request. Weveethat these provisions and agreements are sayds attract and retain qualified
persons as directors and officers. We also cugrendlintain liability insurance for our officers aditectors.

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 aliaaéfiof 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 providedien 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. Gahén as Vice President of Sales and Marketing ongbs his position to one that is not equal
or greater in scope, responsibility, compensatiostature, then Mr. Goldman may be entitled tovesnce payment equal to his 1998
compensation.
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CERTAIN TRANSACTIONS

Since our incorporation in February 1996 throughdie81, 1999, we have issued and sold securitisetfollowing persons who are our

executive officers, directors or principal shareleos.

SERIESA SERIES B
PREFERRED PREFERRED

SERIESC SERIES D
PREFERRED PREFERRED

WARRANTS COMMON

INVESTOR (1) STOCK (2) STOCK (3) STOCK (4) STOCK (5) (6) STOCK
Brian R. Dixon........... - - - - -- 106,813
Robert J. Chamberlain.... - - - - -- 150,000
Steven Goldman........... -- - -- - - 92,250
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,

LLC.(9).crereenne - - -- - -- 240,000
Pacific Technology

Ventures U.S.A., L.P.

[(X0) FEUPRR - - - 294,512 -- --

(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. Upon the closing of tifierimg, each outstanding share of Series

A preferred stock will convert into six shares oframon stock at a conversion price of $0.50 pereshar

(3) The per share purchase price for our SerieseRpred stock was $1.60. Upon the closing of fifiering, each outstanding share of Series

B preferred stock will convert into two shares ofranon stock at a conversion price of $0.80 pereshar

(4) The per share purchase price for our Seriese@ped stock was $9.60. Upon the closing of fifierimg, each outstanding share of Series

C preferred stock will convert into six shares ofrenon stock at a conversion price of $1.60 pereshar

(5) The per share purchase price for our Seriegefeped stock was $6.79. Upon the closing of tifiering, each outstanding share of Series

D preferred stock will convert into two shares ofrtmon stock at a conversion price of $3.395 peresha

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

WARRANTS PRICE
600,000......cccciiiiiiiiiiiiiiie e e $ 0.50
100,000.. ... e $ 064
1,312,500....ccc i e $ 0.80

(7) Consists of 10,000 shares held by KLJ Ventwésshich Mr. Johnson is President.
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(8) The shares listed represent 809,910 sharedlgditenlo 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 Presidémtlexander Hutton Capital, L.L.C.

(10) Ms. Davis, one of our directors, is a genpeatner of IDG Ventures, L.L.C., which is the geaigrartner of Pacific Technology Ventures
U.S.A, L.P.

In addition, we have granted options to certainwfexecutive officers. See "Management-- Execufieenpensation.”

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 million300@& per share. We paid Alexander Hutton Capitdl,@. a placement agent fee of $70,000
in connection with the sale of our Series A prefdrstock. Mr. Johnson, one of our directors, isident 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 preffstoek 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 Hgkle 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 share] 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 $ifligmor $6.79 per share. Ms. Hoel, ¢
of our directors, is a managing director and gdragner of Menlo Ventures, and Ms. Davis, onewf directors, is a general partner of IDG
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 plan to enter into indemnification agreementwur directors and certain officers for the inaéfimation 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 lgssafale 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 informatiegarding the beneficial ownership of our outstagdiommon stock as of March 31, 1!
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 SHARES BENEFICIALLY
OFFERING NUMBER OF OWNED AFTER OFFERING
---------------------- SHARES BEING e
NAME AND ADDRESS (1) NUMBER PERCENT (2) OFFERED NUMBER PERCENT (2)

5% SHAREHOLDERS

Michael D. AIMQUiSt «..coovveveveiiieiieeeee . 1,480,000 9.86% 140,000 1,340,000 7.50%
2232 12th Avenue West
Seattle, Washington 98119

Britannia Holdings Limited (3) ....cccooovvvveweeee 4,300,000 25.53 - 4,300,000 21.82
P.O. Box 556
Main Street
Charlestown, Nevis

Menlo Ventures VII, L.P. (4) voovvvvvevceeeee 1,687,852 11.24 - 1,687,852 9.44

3000 Sand Hill Rd., Bldg. 4-100
Menlo Park, California 94025

Cypress Partners Limited Partnership .............. . ... 1,125,000 7.49 - 1,125,000 6.29
P.O. Box 9006
Seattle, Washington 98109

Encompass Ventures, INC. (5) coevvvveeviveennee 1,100,000 7.23 - 1,100,000 6.09

777 - 108th Avenue N.E., Suite 2300
Bellevue, Washington 98004

CURRENT EXECUTIVE OFFICERS AND DIRECTORS

Jeffrey S. HUSSEY (6)..cccevevvvieciiviiceeees 3,048,000 20.30 - 3,048,000 17.05
Steven Goldman (7)......cocvvveriveeiiiirennns vevv.. 134,250 % - 134,250 *
Carlton G. Amdahl(8)..........cccvvervveeernnnnn. 28,000 * - 28,000 *
Kimberly D. Davis (9)... 589,024  3.92 - 589,024 3.29
Alan J. Higginson (10).. .. 141,300 * - 141,300 *
Sonja L. Hoel (11)........ .. . 1,687,852 11.24 - 1,687,852 9.44
Kent L. Johnson (12).......ccccevveverireenienns 384,000 2.55 - 384,000 2.14
All directors and executive officers as a group (10 persons)

(13) e 6,787,930 44.31 - 6,787,930 37.47

* Less than 1%

(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 anthBxge Commission and generally
includes any shares over which a person exerocides shared voting or investment power, or ofalia person has the right to acquire
ownership at any time within 60 days after March 3199. Except as otherwise indicated, and subjegpplicable
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community property laws, the persons named indbkethave sole voting and investment power witpeesto all shares of common stock
held by them. Applicable percentage ownership énfttlowing table is based on 15,017,469 share®nfmon stock outstanding as of March
31, 1999 and 17,877,469 shares of common stockamdli®g immediately following the completion ofgtoffering.

(3) Includes 1,825,000 shares issuable upon exeoigarrants exercisable within 60 days of Marth1®99.

(4) The shares listed represent 1,619,820 shatédipdvienlo Ventures VII, L.P. and 68,032 sharelsl iy Menlo Entrepreneurs Fund VI,
L.P.

(5) Includes 187,500 shares issuable upon warexaiisable within 60 days of March 31, 1999.

(6) Includes 900,000 shares held by Freeman Weln@o. in an IRA fbo Mr. Hussey and does not indutD0,000 shares held by Brian
Dixon as trustee of the Hussey Family Trust fbo Nussey's minor child.

(7) Includes 42,000 shares issuable upon exertigptions exercisable within 60 days of March 3399.
(8) Consists of 28,000 shares issuable upon exeotisptions exercisable within 60 days of March 3199.

(9) Ms. Davis is a general partner of IDG Ventutes,C., which is the general partner of Pacificfirology Ventures U.S.A., L.P. All sha
listed are held by Pacific Technology Ventures .SL.P. Ms. Davis disclaims beneficial ownershipath shares held by Pacific Technology
Ventures U.S.A., L.P. except to the extent of lrerrpta interest in this partnership.

(10) Includes 84,000 shares issuable upon exes€igptions exercisable within 60 days of March 3399.

(11) Ms. Hoel is a managing director and generghga of Menlo Ventures. The shares listed repre$sg19,820 shares held by Menlo
Ventures VII, L.P. and 68,032 shares held by Méfitrepreneurs Fund VII, L.P. Ms. Hoel disclaimsdfaial ownership of all shares held
by Menlo Entrepreneurs Fund VII, L.P. except togktent of her pro rata interest in this partngrshi

(12) Consists of 56,000 shares held by Mr. Johnisgiyding 28,000 shares issuable upon exerciaptibns exercisable within 60 days of

March 31, 1999, 60,000 shares held by KLJ Ventares240,000 shares held by Alexander Hutton CapitalC. Mr. Johnson is President

KLJ Ventures and President of Alexander Hutton @api.L.C. Mr. Johnson disclaims beneficial owrepsof all shares held by Alexander
Hutton Capital, L.L.C. except to the extent of pis rata interest in this limited liability company

(13) Includes 150,000 shares subject to repurdmasé and 300,691 shares issuable upon exerciggtiohs exercisable within 60 days of
March 31, 1999.
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DESCRIPTION OF CAPITAL STOCK
GENERAL

Upon the completion of this offering, we will haaathorized 100,000,000 shares of common stockanegue, and 10,000,000 shares of
undesignated preferred stock, no par value. ThewWoilg description of our capital stock does notgaut to be complete and is subject to and
qualified in its entirety by our second amended @stated articles of incorporation and bylaws laythe provisions of applicable
Washington law.

COMMON STOCK

As of March 31, 1999, there were 15,017,469 shaffeemmon stock outstanding assuming conversiallahares of the preferred stock,
which were held by 86 shareholders. Effective uthenclose of this offering, holders of common staok entitled to one vote per share on all
matters to be voted upon by the shareholders. olifecommon stock will not have cumulative votimghts, and, therefore, holders of a
majority of the shares voting for the election okdtors will be able to elect all of the directors

Holders of common stock will receive such divideagsour board of directors may declare from timén@ out of funds legally available for
the payment of dividends, subject to the termsgfexisting or future agreements between us andlebtholders. 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 otli@bilities 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

Effective upon the closing of this offering, we Wikve authorized 10,000,000 shares of undesigmatddrred stock. The board of directors
has the authority to issue the preferred stockmar more series and to fix the price, rightsfgrences, privileges and restrictions thereof,
including dividend rights, dividend rates, conversrights, voting rights, terms of redemption, magéon prices, liquidation preferences and
the number of shares constituting a series or ésggdation of the series, without any further vataction by our shareholders. The issuance
of preferred stock, while providing desirable fleility in connection with possible acquisitions asitier corporate purposes, could have the
effect of delaying, deferring or preventing a chairgcontrol of F5 without further action by theasbholders and may adversely affect the
market price of, and the voting and other rightsloé holders of common stock. The issuance ofpred stock with voting and conversion
rights may adversely affect the voting power of tleéders of common stock, including the loss oingtontrol to others. We have no curr
plans to issue any shares of preferred stock.

WARRANTS

As of March 31, 1999, warrants to purchase 2,2X2dares of common stock were outstanding at ahtedgaverage exercise price of $0.75
per share. Each warrant contains provisions foatjestment of the exercise price and the aggregatier of shares issuable upon the
exercise of the warrant in the event of stock dinidls, stock splits, reorganizations, reclassificegtiand consolidations. Warrants exercisable
for an aggregate of 2,200,000 shares of commork stmttain additional provisions for the adjustmehthe exercise price and the aggregate
number of shares issuable upon certain dilutiveaisses of securities at prices below the theniagistarrant exercise price.
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REGISTRATION RIGHTS

Following this offering, holders of 8,114,376 shsaoé common stock and of warrants exercisable 202000 shares of common stock will
have certain rights relating to the registratiothafse shares under state and federal securituss Tdnese rights, which are assignable, are
outlined in an agreement between F5 and these fisoldanajority of these holders may generally regtiat we register the common stock
subject to these rights for public resale provittetd the proposed aggregate selling offering psioald exceed $5.0 million. If we register

of our common stock either for our own accountasrthe account of other security holders, thesddrslmay also include their common
stock subject to these rights in the registratsuject to the ability of the underwriters to liftlie number of shares included in the offering.
The holders of our common stock that were issuexh wonversion of our Series A, B, C and D prefestetk may also require us to register
all or a portion of their common stock subjecthede rights on Form S-3, when use of this form tmesoavailable, provided that among other
limitations, the proposed aggregate offering priceilld be at least $2.0 million. The registratioghts of a holder terminates, when the holder
can, within a three month period, offer and sélb&his or her registrable securities pursuariRtde 144 and as to all holders, three years
this offering.

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

Our board of directors, without shareholder applowvdl have upon the closing of this offering aatity under our amended articles of
incorporation to issue preferred stock with righiperior to the rights of the holders of commorrtist@s a result, our board could issue
preferred stock quickly and easily, which could edbely affect the rights of holders of common staokl which our board could issue with
terms calculated to delay or prevent a changeitrobof F5 or make removal of management moradliff.

ELECTION AND REMOVAL OF DIRECTORS. Effective upohe closing of this offering, our articles of incorption will provide for the
division of our board of directors into three clessas nearly as equal in number as possible thdtdirectors in each class serving for a three:
year term, and one class being elected each yeaurshareholders. The Class | term will expirthatannual meeting of shareholders tc

held in 2000; the Class Il term will expire at trenual meeting of shareholders to be held in 280d;the Class Il term will expire at the
annual meeting of shareholders to be held in 2802ach annual meeting of shareholders after thialislassification, the successors to
directors whose terms will then expire will be ¢dztto serve from the time of election and quadifizn until the third annual meeting

following election. Because this system of electimgl removing directors generally makes it mor@atilt for shareholders to replace a
majority of the board of directors, it may discogeaa third party from making a tender offer or otfise attempting to gain control of F5 and
may maintain the incumbency of the board of directo

SHAREHOLDER MEETINGS. Upon the closing of this affeg our bylaws will provide that, except as othimvwrequired by law or by our
amended articles of incorporation, special meetofghe shareholders can only be called pursuaatrgsolution adopted by our board of
directors, the chairman of the board or presidEmese provisions of our amended articles of incation and bylaws could discourage
potential acquisition proposals and could delagrervent a change in control. These provisionsraenied to enhance the likelihood of
continuity and stability in the composition of theard of directors and in the policies formulatgdhe board of directors and to discourage
certain types of transactions that may involve @nal or threatened change of control. These pimvisare designed to reduce our
vulnerability to an unsolicited acquisition propbsenhe provisions also are intended to discouragtam tactics that may be used in proxy
fights. However, these provisions could have tliectfof discouraging others from making tender rffler our shares and, as a consequence,
they also may inhibit fluctuations in the markeitprof our shares that could result from actualionored takeover attempts. Such provisions
also may have the effect of preventing changesiimmanagement.
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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

Immediately prior to this offering, there was ndpa market for F5's common stock. Future salesuliistantial amounts of common stock in
the public market could adversely affect the magkite of the common stock.

Upon completion of this offering, we will have otaisding 17,877,469 shares of common stock, assuthengsuance of 3,000,000 shares of
common stock offered hereby, conversion of all eshaf preferred stock and no exercise of optiongasrants after March 31, 1999. Of th
shares, the 3,000,000 shares sold in this offemtidpe freely tradable without restriction or fhdr registration under the Securities Act;
provided, however, that if shares are purchaset@ffijiates,” as that term is defined in Rule 144der the Securities Act, their sales of shares
would be subject to certain limitations and resiwits that are described below.

The remaining 14,877,469 shares of common stoskinaisig conversion of all shares of preferred sthelg by existing shareholders as of
March 31, 1999 were issued and sold by us in redian exemptions from the registration requiremehthe Securities Act. Of these shares,
14,757,469 shares will be subject to lock-up ageremdescribed below on the effective date of ffexing. Upon expiration of the lock-up
agreements 180 days after the effective date, I#60 shares will become eligible for sale, subjechost cases to the limitations of Rules
144 and 701. In addition, holders of stock optiand warrants could exercise their options and witsrand sell the shares issued upon
exercise as described below.

SHARES
DAYS AFTER THE EFFECTIVE ELIGIBLE FOR
DATE SALE COMMENT
Upon effectiveness......... 3,000,000 Shares sold in the offering
90 days.....ccccevruvenenn. 120,000 Shares salable under Rule 144 that are not subject to the lock-up
180 days.....ccccveeenenn. 14,607,469 Lock-u p released: shares salable under Rules 144 and 701
After 180 days............. 150,000 Shares will become salable at various times after 180 day s after the
effect ive date

As of March 31, 1999, there were a total of 2,200,5hares of common stock that could be issued apertise of outstanding warrants. All
of these shares are subject to lock-up agreemiaist March 31, 1999, there were a total of 2,485,8hares of common stock subject to
outstanding options under our stock plans, 2000f%thich were vested. However, all of these sharessubject to lock-up agreements.
Immediately after the completion of the offeringg imtend to file registration statements on For@ Bider the Securities Act to register al
the shares of common stock issued or reservediforef issuance under our stock plans. After thecéffe dates of the registration statements
on Form S8, shares purchased upon exercise of options graotsuant to our Amended and Restated 1996 StptikrOPlan, Amended ar
Restated Directors' Nonqualified Stock Option PIESH8 Equity Incentive Plan, 1999 Non-Employees&tiors' Plan and 1999 Employee
Stock Purchase Plan generally would be availalvlesigale in the public market.

The officers, directors and certain shareholdes5ofiave agreed not to sell or otherwise disposapfof their shares for a period of 180 d
after the date of this prospectus. Hambrecht & Qbmwever, may in its sole discretion, at any tame in most cases without notice, release
all or any portion of the shares subject to lockagpeements.
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RULE 144

In general, under Rule 144 as currently in effeeginning 90 days after the date of this prospeetyperson who has beneficially owned
shares of F5's common stock for at least one yeatdibe entitled to sell, within any three-monthipé, a number of shares that does not
exceed the greater of:

- 1% of the number of shares of common stock thastanding, which will equal approximately 178, &fares 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 otheirssgants regarding the manner of sale, noticedfiind the availability of current public
information about F5.

RULE 701

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

The SEC has indicated that Rule 701 will applyyfmidal stock options granted by an issuer befobedomes subject to the reporting
requirements of the Securities Exchange Act of 188%hg with the shares acquired upon exerciskadd options (including exercises after
the date of this prospectus). Securities issuedliance on Rule 701 are restricted securities smject to the contractual restrictions
described above, beginning 90 days after the datésoprospectus, may be sold by persons other éffdliates subject only to the manner of
sale provisions of Rule 144 and by affiliates undlate 144 without compliance with its one year mmnim holding period requirement.

In addition, following this offering, the holder$ 114,376 shares of common stock and of warraxgscisable for 2,200,000 shares of
common stock will, under certain circumstancesghédghts to require us to register their sharedifture sale.

LOCK-UP AGREEMENTS

All officers and directors and certain holders ofrenon stock or securities convertible for commamistand options and warrants to purct
common stock have agreed pursuant to certain "lpkagreements that they will not offer, sell, cant to sell, pledge, grant any option to
sell, or otherwise dispose of, directly or indifgcainy shares of common stock or securities cdibteror exchangeable for common stock, or
warrants or other rights to purchase common stock period of 180 days after the date of this pectus without the prior written consent of
Hambrecht & Quist L.L.C.
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UNDERWRITING

Subject to the terms and conditions of the undeivgriagreement, the underwriters named below, tifrdbeir representatives, Hambrecht &
Quist L.L.C., BancBoston Robertson Stephens Ind.ain Rauscher Wessels, a division of Dain Rausicloerporated, have severally
agreed to purchase from F5 and the selling shadehthe following respective numbers of sharesoofimon stock.

NAME NUMBER OF SHARES

Hambrecht & Quist L.L.C......ccvvvvvvvvvveneeee. L

BancBoston Robertson Stephens Inc......ccccceeeee.. L

Dain Rauscher Wessels, a division of Dain Rauscher
Incorporated.......cccoveeiviiieneiiieeeeeee

The underwriting agreement provides that the olibga of the underwriters are subject to certaimditions precedent, including the absence
of any material adverse change in our businesshanckceipt of certain certificates, opinions agitiers from F5 and the selling shareholder,
his counsel and the independent auditors. The @afuthe underwriters' obligation is such that thaye committed to purchase all shares of
common stock offered hereby if any of these sharepurchased.

The underwriters propose to offer the shares ofrmomstock directly to the public at the initial pisloffering price set forth on the cover
page of this prospectus and to certain dealetgsaptice less a concession not in excess of $ipe. The underwriters may allow and these
dealers may re-allow a concession not in exce$spefr share to certain other dealers. After th@imublic offering of the shares, the
underwriters may change the offering price andragl#ing terms.

Certain shareholders have granted to the underaiaie option, exercisable no later than 30 days #ie date of this prospectus, to purchase
up to 450,000 additional shares of common stockeatnitial public offering price, less the undeitimmg discount set forth on the cover page
of this prospectus. To the extent that the undéeveriexercise this option, each of the underwritglishave a 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. Such shareholders will be obligatedsymant to the option, to sell shares to the
underwriters to the extent the option is exercigde: underwriters may exercise this option onlgdger over-allotments made in connection
with the sale of shares of common stock offereawer

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 tecean order for the purchase of shares in
whole or in part.

F5 and the selling shareholder have agreed to indetine underwriters against certain liabiliti@s;luding liabilities under the Securities
Act, and to contribute to payments the underwriteay be required to make in respect thereof.

F5, the selling shareholder and certain other $twdders of F5, including executive officers andediors, who will own in the aggregate
14,607,469 shares of common stock after the offetiave agreed that they will not, without the prigitten consent of Hambrecht & Quist
L.L.C., offer, sell or otherwise dispose of anyr&saof common stock, options or warrants to acqghises of common stock or securities
exchangeable for or convertible into shares of comstock owned by them during the 180-day perididigng the date of this prospectus.
We have agreed that we will not, without the prigitten consent of Hambrecht & Quist L.L.C., offegll or otherwise dispose of any shares
of common stock, options or warrants to acquireeshaf common stock or securities exchangeablerfobnvertible into shares of common
stock during the 180-day period following the dat¢his prospectus, except that we may issue shgras the exercise of options granted
prior to the date hereof, and may grant additiemions under 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.

Prior to this offering, there has been no publicketafor the common stock. The initial public offeg price for the common stock will be
determined by negotiation among F5, the sellingedizder and the representatives. Among the fattdog considered in determining the
initial public offering price are prevailing markatd economic conditions, revenues and earnin§$ ofnarket valuations of other companies
engaged in activities similar to F5, estimatesheflhusiness potential and prospects of F5, theprasate of our business operations, our
management and other factors deemed relevant. Stimeaged initial public offering price range settfoon the cover of this preliminary
prospectus is subject to change as a result ofehadnditions or other factors.

LEGAL MATTERS

The validity of the common stock offered herebyl wé passed upon for F5 by Cooley Godward LLP, ldinkd, Washington. Certain legal
matters will be passed upon for the underwriter&hpderson Dettmer Stough Villeneuve Franklin & kig@n, LLP, Menlo Park,
California.

EXPERTS

The financial statements of F5 Networks, Inc. aSeftember 30, 1997 and 1998 and for the periad FFebruary 26, 1996, inception, to
September 30, 1996 and each of the years in thgéaoperiod ended September 30, 1998, includ#usiregistration statement have been
so included in reliance on the report of PricewadteseCoopers LLP, independent accountants, givéheoauthority of said firm as experts
auditing and 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 forththe 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 andddes thereto. You may read and copy any documefile at the SEC's public reference
rooms in Washington, D.C., New York, New York anki¢ago, Illinois. Please call the SEC at 1-800-3B360 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

Upon completion of this offering, we will becomebgect to the information and periodic reportinguiggments of the Securities Exchange
Act of 1934 and, in accordance therewith, will fileriodic reports, proxy statements and other imédion with the SEC. Such periodic
reports, proxy statements and other informatioth vélavailable for inspection and copying at th&€SEpublic reference rooms, our Web site
and the Web site of the 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 BE97 and 1998, and the results of its
operations and its cash flows for the period frogbriaary 26, 1996 (inception) to September 30, Ibfor each of the years in the two year
period ended September 30, 1998, in conformity géherally accepted accounting principles. Thasaniial statements are the
responsibility of the Company's management; oysamasibility is to express an opinion on these foahstatements based on our audits. We
conducted our audits of these statements in aceoedaith generally accepted auditing standards lwiequire that we plan and perform the
audit to obtain reasonable assurance about whigtthdinancial statements are free of material rateshent. An audit includes examining, on
a test basis, evidence supporting the amounts ianlbsgures in the financial statements, asseskm@dcounting principles used and
significant estimates made by management, and a¥aduthe overall financial statement presentative.believe that our audits provide a
reasonable basis for the opinion expressed above.

PricewaterhouseCoopers LLP

Seattle, Washington
April 6, 1999
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F5 NETWORKS, INC.

BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE DATA)

MARCH 31, 1999

PRO FORMA
SHAREHOLDERS'
EQUITY
SEPTEMBER 30, SEPTEMBER 30, MARCH 31, (UNAUDITED)
1997 1998 1999 NOTE 2
(UNAUDITED)
ASS ETS
Current assets:
Cash and cash equivalents...........c..cc........ .. $ 143 $ 6,206 $ 2,460
Accounts receivable, net of allowances of $0, $38 2
and $550.......cccceiiveriieiieenee e 329 2,032 3,379
Inventories . 77 99 398
Deferred finance costs.........ccccvevvuennne 395
Other current assets.........ccveevvveeennen. 68 250 438
Total current assets...........cccceeee.... 617 8,587 7,070
Property and equipment, net.. 196 682 1,219
Software development costs, net of accumulated
amortization of $4, $83 and $135................. 52 118 66
Other asSetS........cccveiiiveeiiieeesiieennes 54 45 161
Total aSSetS.......eeveeevvecveeieeeeenn. .. $ 919 $ 9,432 $ 8,516
LIABILITIES AND SHAREHO LDERS' EQUITY (DEFICIT)
Current liabilities:
Current portion of long-term debt................ .. $ 500
Capital lease obligations, current portion....... 19 $ 19 $ 8
Accounts payable.............ccceeeviieenninnn. 117 559 1,458
Accrued liabilities.... 114 458 1,475
Deferred revenue.........cccceeeeveeeieennn, 184 788 1,568
Total current liabilities.................. 934 1,824 4,509
Capital lease obligations, net of current portion.. 19
Long-term debt, net of current portion............. 197
Total liabilities............ccccevveevens 1,150 1,824 4,509
Commitments (Note 9)
Redeemable convertible preferred stock, no par valu e:
Series D Convertible, $0, $15,460, $15,460 and no
liquidation preference, no, 1,138,438, 1,138,43 8
and no shares issued and outstanding........... 7,688 7,688
Shareholders' equity (deficit):
Preferred stock, no par value; 10,000,000 shares
authorized
Series A Convertible, $1,200 $1,200, $1,200 and no
liquidation preference, 400,000, 400,000,
400,000 and no shares issued and outstanding. 1,123 1,123 1,123
Series B Convertible, $250, $2,000, $2,000 and no
liquidation preference, 156,250, 1,250,000,
1,250,000 and no shares issued and
outstanding........ccceevveeevieee e 208 1,656 1,656
Series C Convertible, $0, $1,500, $1,500 and no
liquidation preference, no, 156,250, 156,250 and
no shares issued and outstanding............. 1,418 1,418
Common stock, no par value; 50,000,000 shares
authorized, 100,000,000 shares authorized pro
forma, 6,000,000, 6,021,500, 6,903,093 and
15,017,469 shares issued and outstanding....... 393 2,875 8,132 20,017
Note receivable from shareholder................. (750) (750)
Unearned compensation............ccceccvveenns (169) (1,694) (4,643) (4,643)
Accumulated defiCit.........cccovveeriirinnnns (1,786) (5,458) (10,617) (10,617)
Total shareholders' equity (deficit)......... (231) (80) (3,681) 4,007
Total liabilities and shareholders' equity
(dEfiCit)..ccveereieiiieiieciens .. $ 919 $ 9,432 $ 8,516

The accompanying notes are an integral part oktfiancial statements.
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F5 NETWORKS, INC.

STATEMENTS OF OPERATIONS

(IN THOUSANDS, EXCEPT PER SHARE DATA)

PERIOD FROM
FEBRUARY 26,
1996
(INCEPTION)
TO SEPTEMBER
30, 1996
Net revenues:
Products........cccccceennneen.. $ 2
SEerVICES....uvviiieieieneannnn, --
Total net revenues............. 2
Cost of net revenues:
Products.......ccccceveeeennnn. 1
SerVIiCES...oouvrriireiineaenn. --
Total cost of net revenues..... 1
Gross profit.....cccceeeeneeeee. 1
Operating expenses:
Sales and marketing.............. 62

Research and development......... 103
General and administrative....... 180
Amortization of unearned
compensation................... 4
Total operating expenses. 349
Loss from operations............... (348)

Other income (expense):
Interest expense....
Interest income.........

Net loss......ccccvvvvvveeeens

Net loss per share--basic and

AilUted.. ..., $ (0.06)

5,932

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

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

YEAR ENDED SEPTEMBER SIX MONTHS ENDED MARCH

30,

31,

1997 1998

1998

1999

(UNAUDITED) (UNAUDITED)

$ 229 % 4119 $ 1608 $ 5,428

—- 770 229 1,029
229 4,889 1,837 6,457
71 1,001 402 1,449
-~ 314 57 580
71 1,405 459 2,029
158 3,484 1378 4,428
565 3,881 1,342 5,103
569 1,810 534 2,344
383 1,041 438 1,101
69 420 91 1,038

1,586 7,152 2,405 9,676

(1,428) (3,668) (1,027) (5,248)
(46)  (42) (26) (1)
18 38 7 90

$ (1,456) $ (3,672) $ (1,046) $ (5,159)

$ (0.24)$ (0.60) $ (0.17) $ (0.82)

6,000 6,086 6,258 6,297
$ (0.26) $ (0.36)
14,201 14,412

The accompanying notes are an integral part oktfinancial statements.
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F5 NETWORKS, INC.
STATEMENT OF SHAREHOLDERS' EQUITY (DEFICIT)
FOR THE PERIOD FROM FEBRUARY 26, 1996 (INCEPTION) TO MARCH 31, 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 (unaudited).......
Exercise of stock warrants
(unaudited).................
Note receivable from
shareholder for exercise of
stock options (unaudited)...



Unearned compensation
(unaudited).................
Amortization of unearned
compensation (unaudited)....
Net loss (unaudited)..........
Balance, March 31, 1999
(unaudited)................. 1,806,250 $1,123 $1,656 $1,418

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....cccceeeeenennnns 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......ccvvveereeenne. $ (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 10SS......cceevvienernn. (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.... 5750 5 5

Repurchase of common stock
under shareholder

agreement.........ccccee... (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................ 420 420
Net l0SS.....ccoociviiiins (3,672) (3,672
Balance, September 30, 1998... 6,021,500 2,875 (1,694) (5,458) (80

Exercise of stock options by



employees (unaudited)....... 304,093 100
Exercise of stock warrants

(unaudited)................. 427,500 420
Note receivable from

shareholder for exercise of

stock options (unaudited)... 150,000 750
Unearned compensation

(unaudited)................. 3,987
Amortization of unearned

compensation (unaudited)....
Net loss (unaudited)..........
Balance, March 31, 1999

(unaudited)........... 6,903,093 $8,132

100
420
(750)
(3,987)
1,038 1,038

(5,159) (5,159

$(750) $(4,643)  $(10,617) $(3,681

The accompanying notes are an integral part oktfinancial statements.

F-5



F5 NETWORKS, INC.

STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

YEAR ENDED SEPTEMBER SIX MO NTHS ENDED MARCH 31,
P ERIOD FROM FEBRUARY 30,
2 6, 1996 (INCEPTION) -----mmmmmmmmmmmon comeeee e
T O SEPTEMBER 30, 1996 1997 1998 199 8 1999
(UNAUD ITED) (UNAUDITED)
Cash flows from operating activities:
$ (330) $ (1,456)$ (3672) $ (1 ,046) $ (5,159)
Adjustments to reconcile net loss to net cash
used in operating activities:
Amortization of unearned compensation....... 4 69 420 91 1,038
Provision for doubtful accounts and sales
=110 01 PR 605 130 667
Depreciation and amortization............... 14 59 323 115 235
Non cash interest expense................... 6 12 12
Changes in operating assets and liabilities:
Accounts receivable.............cccoc... 1) (328) (2,308) (851) (2,014)
Inventories. ................ (29) (48) (22) (31) (299)
Other current assets.. (@) (55) (186) (34) (188)
Other assets........coccevvvveeiiiveenns (6) (48) 9 (114) (116)
Accounts payable and accrued
liabilities.......cccooenireiiris 37 194 806 699 1,521
Deferred revenue 184 604 65 780
Net cash used in operating activities... (318) (1,423) (3,409) (964) (3,535)
Cash flows from investing activities:
Issuance of notes to officer.................. (20)
Purchases of property and equipment........... (150) (98) (731) (267) (720)
Additions to software development costs....... (56) (145) (130)
Proceeds from sale leaseback.................. 30
Net cash used in investing activities... (120) (154) (886) (397) (720)
Cash flows from financing activities:
Proceeds from issuance of Series A Convertible
Preferred StocK.......ccooevveeeieeeieennnn. 1,063 60
Proceeds from issuance of Series B Convertible
Preferred StocK........ccoeeveevreenieennnn. 250 1,235 1 ,235
Proceeds from issuance of Series C Convertible
Preferred StocK........ccoeeveevieeeieennnn. 1,493
Proceeds from issuance of Series D Redeemable
Convertible Preferred Stock................. 7,688
Proceeds from the exercise of stock options
and Warrants..........cocoeeeeeeeennenne 34 23 520
Repurchase of common stock under shareholder
AQreemeNt.......ccoveevvveeniieeeennnen (245) (245)
Proceeds from issuance of common stock under
shareholder agreement.............ccccccue. 172 172
Proceeds from line of credit................. 825 250
Repayments of line of credit.... (825)
Proceeds from issuance of long-term debt...... 800
Principal payments on capital lease
obligations..........ccccveviiiiieinnns (1) (14) (19) 9) (11)
Net cash provided by financing
aCtiVItieS......cveverieicicnis 1,062 1,096 10,358 1 426 509
Net increase (decrease) in cash and cash
equivalents.........cccocveeviieenne 624 (481) 6,063 65 (3,746)
Cash and cash equivalents, at beginning of
=L LTRSS - 624 143 143 6,206
Cash and cash equivalents, at end of year....... $ 624 $ 143 $ 6,206 $ 208 $ 2,460

The accompanying notes are an integral part oktfiancial statements.
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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 applications. @oprietary software-based solutions monitor arahage local and geographically
dispersed servers and intelligently direct traffithe server best able to handle a user's request.

The Company purchases material component partsentain 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 amountspémrses during the reporting period. Actual residtdd differ from those estimates.

UNAUDITED INTERIM FINANCIAL STATEMENTS

In the opinion of the Company's management, thecM&1, 1998 and 1999 unaudited interim financiteshents include all adjustments,
consisting of normal recurring adjustments, neagdsa a fair presentation of the financial staternse All references hereinafter to March 31,
1998 and 1999 amounts are based on unaudited iafiom

RECLASSIFICATIONS

Certain reclassifications have been made to thé 488 1997 financial statements to conform withit8@8 presentation. These
reclassifications had no effect on previously régdbinet loss, shareholders' equity (deficit) ohdésws.

CASH EQUIVALENTS
Cash equivalents consist of highly liquid investisemith original maturities of three months or lesshe date of investment by the Compi
CONCENTRATION OF CREDIT RISK

The Company places its temporary cash investmeithsmajor financial institutions. As of Septembé, 3998, all of the Company's
temporary cash investments were placed with thrstitutions.

The Company's customers are from diverse indusindsgeographic locations. Net revenues from iaténal customers are denominated in
U.S. Dollars and were approximately $0, $15,000$ti2,000 in the period from February 26, 1996€ptmn) to September 30, 1996, and
the years ended September 30, 1997 and 1998, tegheand $108,000 and $327,000, for the six memthded March 31, 1998 and 1999.
For the six months ended March 31, 1999, one custaccounted
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONNUED)

for 19.1% of net revenues. During the period frosbfeiary 26, 1996 (inception) to September 30, 1886years ended September 30, 1997
and 1998, and the six months ended March 31, 1898ingle customer accounted for more than 10%efXompany's net revenues. At
March 31, 1998, two customers represented 23.486@junts receivable and at March 31, 1999, on®westrepresented 18.3% of accounts
receivable. At September 30, 1997 and 1998, there wo significant accounts receivable from a sigistomer. The Company does not
require collateral to support credit sales. Allosas are maintained for potential credit lossessates returns.

INVENTORIES

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

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 term of the leafieecestimated useful life of the
improvements. Manufacturing tools represents tts abconstruction of equipment to produce brarehidication parts for Company
products.

The cost of normal maintenance and repairs is eliaig 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 theltseef operations at the time of disposal.
Gains from sale leaseback transactions are defangé@mortized over the term of the lease.

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 resmecertain 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 carryingialf long-lived assets to be held and used, imatydut 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 whilkdrrying value
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONNUED) exceeds the fair value of the long-livedeis Fair value is
determined primarily using the anticipated castwéfl@iscounted at a rate commensurate with thamalved. Losses on long-lived assets to
be disposed of are determined in a similar mareaept that fair values are reduced for the codtspose.

EQUITY FINANCING COSTS

External direct costs associated with obtainingtgdinancing are deferred and taken as a reducifche proceeds upon completion of the
financing.

REVENUE RECOGNITION

On October 27, 1997, the American Institute of fied Public Accountants Accounting Standards ExeeuCommittee issued Statement of
Position 97-2 ("SOP 97-2"), "Software Revenue Redan." SOP 972 provides guidance on when revenue should be néoad)and in whi
amounts for licensing, selling, leasing, or othervinarketing computer software. The Company hakimmted SOP 92-for the year ends
September 30, 1998.

The Company sells products through resellers, malggquipment manufacturers and other channel grartas 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 bundleklgocbased 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 afrnferevenues are recognized.

ADVERTISING

Advertising costs are expensed as incurred. Adsingiexpense was $0, $0 and $256,000 for the p&ad February 26, 1996 (inception) to
September 30, 1996 and the years ended SeptemhE®®BDand 1998, respectively, and $42,000 and ,$887 for the six months ended
March 31, 1998 and 1999, respectively.

INCOME TAXES

The Company accounts for income taxes under théitiamethod of accounting. Under the liability thed, deferred taxes are determined
based on the differences between the financiadstamt and tax bases of assets and liabilitiesaadted tax rates in effect in the year in which
the differences are expected to reverse. Valuatiiowances 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"), "AccountingrfS§tock
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONNUED) Issued to Employees" and complies with disclosure
provisions of Statement of Financial Accountingrigi@rds No. 123 ("SFAS No. 123"), "Accounting foo&t-Based Compensation."” Under
APB No. 25, compensation expense is based on tiegafice, if any, on the date of the grant, betwibendeemed fair value of the Compal
stock and the exercise price of the option. Theatmed compensation is being amortized in accordaitbeFinancial Accounting Standards
Board Interpretation No. 28 on an accelerated lags the vesting period of the individual optiofihe Company accounts for equity
instruments issued to nonemployees in accordantetind provisions of SFAS No. 123 and Emergingdsshask Force 96-18.

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 AND PRO FORMA 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@Becurities 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 forma basic and diluted net loss per shardobas computed as described above and also giveg &ffthe conversion of the convertible
instruments that will occur upon completion of @mpany's initial public offering. The Company lreduded the equivalent number of
common shares from the conversion of preferreckgtothe calculation of pro forma net loss per shdihe preferred stock series are asst
converted because their terms require conversion ap initial public offering, subject to certaionglitions.

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 11,506,62téoy¢ars ended September 30, 1997
and 1998, respectively, and 8,687,876 and 12,73Z@8&he six months ended March 31, 1998 and 1088udited), respectively, and were
excluded from historical basic and diluted lossgere because of their anti-dilutive effect.

PRO FORMA SHAREHOLDERS' EQUITY

Upon completion of the Company's qualified inifiiblic offering as described in Note 8a, all of toavertible and redeemable preferred
stock outstanding as of the closing date will awttioally be converted into an aggregate 8,114,3&6es of common stock.

Unaudited pro forma shareholders' equity at Marth1®99, as adjusted for the conversion of the edible preferred stock outstanding at
March 31, 1999 (see Note 8c) is disclosed on tkerapanying balance sheet.
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONNUED) A reconciliation of shares used in the cédtion of basic
and diluted and pro forma basic and diluted net fzer share follows:

PERIOD FROM
FEBRUARY 26,
1996 YEAR ENDED SEPTEMBER  SIX MONTHS ENDED MARCH
(INCEPTION) 30, 31,
TO SEPTEMBER  -----mmmmmmmmmmmmcoes e e
30, 1996 1997 1998 1 998 1999
(IN THOUSANDS, EXCEPT PER SHARE DATA)
(UNA UDITED) (UNAUDITED)
NEt I0SS....viieiiiiieiiriee e ... $ (330) $ (1.456)$ (3,672)% (1,046) $ (5,159)
Weighted average shares of common stock outstanding
(shares used in computing basic and diluted net | 0ss
per share)......ccccocveeeviiieciiee e 5,932 6,000 6,086
Basic and diluted net loss per share............... ... $ (0.06) $ (0.24)% (0.60)%
Shares used in computing basic and diluted net loss per
SNArE....cevviviiieiieie e 6,086 6,258 6,297

Adjustment to reflect the effect of the assumed
conversion of preferred stock:

Preferred stock--Series A........cccoeeeeeeennnn. 2,400 2,400
Preferred stock--Series B... 2,500 2,500
Preferred stock--Series C... 938 938
Preferred stock--Series D..........cccccceeeeee. 2,277 2,277
8,115 8,115
Shares used in computing pro forma basic and dilute d
net loss per share.........ccccovevveeiineens 14,412
Pro forma basic and diluted net loss per share..... $ (0.36)

Had the Company been in a net income positiontettilearnings per share would have included theeshesed in the computation of basic
loss per share as well as additional potentialeshaf common stock related to outstanding optionkvearrants which were excluded because
they are anti-dilutive.

NEW ACCOUNTING PRONOUNCEMENTS

In June 1997, the Financial Accounting Standardsr@8¢the "FASB") issued Statement of Financial Astong Standards No. 130,
"Reporting Comprehensive Income." This statemegpiires that changes in comprehensive income bersiroa financial statement that is
displayed with the same prominence as other fimdstatements. The statement is effective for figears beginning after
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONNUED) December 15, 1997. Reclassification follieaperiods is
required for comparative purposes. The Company doebave any material items of comprehensive iresasther than net loss, and
accordingly, the statement does not have any nahterpact on reported financial position or resolt®perations.

In June 1997, the FASB issued Statement of FinhAcieounting Standards No. 131, "Disclosures ABagments of an Enterprise and
Related Information." This statement supersedegi®ent of Financial Accounting Standards No. 14ndRcial Reporting for Segments of a
Business Enterprise." This statement includes rements to report selected segment informationtgrgrand entity-wide disclosures about
products and services, major customers, and geligrapeas in which the entity holds significantedssaind reports significant revenues. The
statement will be effective for fiscal years begimnafter December 15, 1997.

Reclassification for earlier periods is requirediess impracticable, for comparative purposes.adaption of this statement has not had any
material impact on reported financial position @sults of operations.

In March 1998, the American Institute of Certifiedblic Accountants issued Statement of Positiod 9&ccounting 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.

In June 1998, the FASB issued Statement of FinhAcieounting Standards No. 133, "Accounting for Dative Instruments and Hedging
Activities." This statement requires that all dative instruments be recorded on the balance stidle¢ir fair value. Changes in the fair value
of derivatives are recorded each period in cureanbings or other comprehensive income, dependinghether a derivative is designated as
part of a hedge transaction and, if it is, the tgpbedge transaction. This statement is effedtivall fiscal quarters of all fiscal years
beginning after June 15, 1999. The Company doegs®terivative instruments, therefore the adopiidhis statement will not have any
effect on the Company's results of operationssdfiritancial position.

F-12



F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
3. PROPERTY AND EQUIPMENT:

At September 30, 1997 and 1998, and March 31, 1@@perty and equipment were approximately as fiadto

SEPTEMBER 30, MARCH 3 1,
-------------------- 1999
1997 1998  (UNAUDIT ED)
(IN THOUSANDS)
Computer eqUIPMENt.......ccoevveveiiieeiieeeeeees e, $ 161 % 529 $ 9 55
Equipment under capital leases.........cccccceeeeee. s 54 54 54
Office furniture and equipment..........cceeeeeeee. s 17 293 4 18
Leasehold improvements........ccccccvvveeeneee. e 29 116 1 48
Manufacturing tooIS.......ccovveeviiieeeeiccees e 1 37
261 992 1,7 12
Accumulated amortization for equipment under
capital 1eaSeS....cccovvviiiiiiiiieeees e (15) (33) ( 42)
Accumulated depreciation.......cccccccevveeeeeees e, (50) 277) 4 51)
$ 196 $ 682 $ 1.2 19

Depreciation expense was approximately $14,00€h®period from February 26, 1996 (inception) tpt8mber 30, 1996 and $55,000 and
$244,000 for the years ended September 30, 1991%88] respectively. Depreciation expense was appeiely $93,000 and $183,000 for
the six months ended March 31, 1998 and 1999, céispl (unaudited).

4. ACCRUED LIABILITIES:

At September 30, 1997 and 1998, and March 31, 1889ued liabilities were approximately as follows:

SEPTEMBER 30, MARCH 3 1,
-------------------- 1999
1997 1998  (UNAUDIT ED)
(IN THOUSANDS)
Accrued payroll and benefits........ccccceeeeeee. $ 37% 237 $ 4 49
Accrued deferred financing costs.......ccccccceeeee. s 3 95
Accrued sales and use taxes..........ccceeeeeeeee. 17 141 1 55
OtNer. e e 60 80 4 76
$ 114 $ 458 $ 14 75
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

5. INCOME TAXES:

The following is a reconciliation of the income tagnefit to the amount based on the statutory Bédate:

1997 1998
Federal income tax benefit at statutory rate....... L (34)% (34 )%
Non-deductible stock compensation................... . L 3% 1%
Other. i e 1%
Change in valuation allowance............ccccceee. e 30% 33%

Deferred tax assets and liabilities at Septembef 397 and 1998 were approximately as follows:

Deferred tax assets:

Net operating 10ss carryforwards.................. $ 583 %
Allowance for doubtful aCCOUNtS.........cccceee.
Accrued compensation and benefits................. L 8

Depreciation.....ccccovvvviiiciiiiiiees e

Total deferred tax asSetS....ccccvvvvuevecees e 591

Deferred tax liabilities:

Depreciation ... e )
AMOItIZALION...ccoviieiiei s e (14)
Total deferred tax liabilities................. . (21)
570
Valuation allowancCe.......ccoocceeeriiiiennnnes e (570) (
$ 0%

Differences between the tax bases of assets drilities and their financial statement amountsraftected as deferred income taxes based or
enacted tax rates. The net deferred tax assetsbleavereduced by a full valuation allowance at &aper 30, 1997 and 1998 based on

management's determination that the recognitidaraifor realization have not been met.

As of September 30, 1998, the Company had net tipgrass carryforwards of approximately $4.6 roifij to offset future taxable income
for Federal income tax purposes, which will exfietween 2011 and 2018. Should certain changegi@dmpany's ownership occur, there

could be a limitation on the utilization of its regierating losses.

6. LINES OF CREDIT:

In February 1998, the Company entered into a $080j@e of credit with a bank, bearing interestret prime rate plus 1.0%. In July 1998,
the line of credit was modified to allow the Compda borrow up to the lesser of $2.0 million or 78%the Company's eligible accounts

receivable. The modification also calls for montinlierest payments, a decrease of the interestadbe prime rate
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

6. LINES OF CREDIT: (CONTINUED) plus 0.5% and artension of the due date to July 31, 1999. Thedineredit contains certain
covenants, including, but not limited to, meetinimimum financial ratios and earnings. No amount waistanding under the line of credit at
September 30, 1998 or March 31, 1999 (unaudited).

In February 1998, the Company entered into a $0@0j@e of credit with a bank, bearing interestret prime rate plus 1.5%. The line of
credit was restricted in use to the purchase oipagent. This line expired in August 1998 and waseneautilized.

7. LONG-TERM DEBT:

In March and August 1997, the Company entered$b6@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. The notes were convertible into the Copaommon stock at the lesser of $1.00
per share or 80% of the sales price of the Compa@sfies B Convertible Preferred Stock and $0.5GIp&re, respectively. In conjunction
with these notes, the Company issued to the pesfesinareholder warrants to purchase 100,000 an6@D8hares of the Company's comr
stock at $0.64 and $0.50 per share, respectivély.abgregate value assigned to the warrants isgitlethese notes payable of $0 and
$109,000, respectively, was reflected as both adisbount and an increase to common stock. Thedistount was accounted for as a
component of interest expense using a method wdpphoximated the interest method.

In October 1997, the Company settled the $500,@3@ and related accrued interest by issuing t@teterred shareholder 312,500 shares of
the Company's Series B Convertible Preferred Stockiovember 1997, the preferred shareholder cdege¢he $300,000 note and related
accrued interest into 600,000 shares of the Compaonynmon stock.

8. SHAREHOLDERS' EQUITY:
A. PREFERRED STOCK

The Series A Convertible Preferred Stock is non+dative and convertible into six shares of commimels, 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 ctetipn of an initial public offering of the Compdaycommon stock in which the price
per share equals or exceeds $1.50 and gross peoegedl or exceed $12.0 million, or when two-thinfithe shares of Series A Convertible
Preferred Stock have been converted. The holddiedberies A Convertible Preferred Stock haveagestoting rights and liquidation
preferences equal to $3.00 per share.

In May 1996, the Company issued 370,000 sharegi¢SA Convertible Preferred Stock for an aggregairchase price of $1.1 million. In
conjunction with the issuance of the Company'seSehi shares to a certain investor, the Compangdissiarrants, to which no value was
assigned, to purchase 240,000 shares of the Corspammymon 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€oAvertible 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
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED) ranging fromt8 6 months from the date of the agreements. Iguati1996, 10,000 shares
of the Company's Series A Convertible PreferreaiSteere issued upon payment in full of $30,000 @gal value and accrued interest of a
subscription agreement. In fiscal year 1997, thm@any issued the remaining 20,000 shares undecrpitisn upon payment in full of the
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 thei8gB 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 Companyéskswarrants 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 valikease 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 ofS8iees C Convertible Preferred Stock as the valtleeowarrants issued. On February 1,
1999 these warrants were exercised. Shares ofadhmpé@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 initialghie offering in which the per share price
equal to or exceeds $3.20 and gross proceeds egerteed $8.0 million, or when two-thirds of theri8s C Convertible Preferred shares
have been converted. The holders of the SeriesrveZtible Preferred Stock have certain voting glnd liquidation preferences equal to
$9.60 per share.

In August 1998, the Company issued 1,138,438 sludr8sries D Redeemable Convertible Preferred Stmcin aggregate purchase price of
approximately $7.7 million. Holders of the CompanSeries D Redeemable Convertible Preferred Steckrgitled to receive an annual non-
cumulative dividend of $0.68 per share, subjededclaration by the Board of Directors, at theiesdiscretion. 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
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED) initial publioffering in which the per share price equals areexis $5.00 and gross
proceeds are equal to or exceed $15.0 million.Gtmpany is required to redeem all outstanding shafréhe Series D Redeemable
Convertible Preferred Stock at $6.79 per shares aludeclared and unpaid dividends, either in At@005 or in three annual installments
beginning August 2003 at the request of holdert ¢dast two-thirds of the outstanding Series Ddeeaable Convertible Preferred Stock.
The holders of the Series D Redeemable Convemitdéerred Stock have certain voting rights andidigtion preferences equal to $13.58 per
share.

The Company has reserved 8,114,376 shares of tmp&7ty's common stock for issuance upon the cororerdithe Company's Convertible
Preferred Stock and Redeemable Convertible Pref&teck.

B. COMMON STOCK

The Company issued 5,388,000 shares of common stoélebruary 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 ahoprstock to the shareholders of Ambiente. Thrahghdate of the merger, Ambiente
had no significant operations, assets or liabdjt@ther than software under development that baglet 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 splitthHa form of stock dividends,
respectively on the Company's common stock. ABmefices to number of shares and per share amduhes Gompany's common stock in
the accompanying financial statements and notes been restated to reflect these stock splits.

Upon incorporation of the Company, the foundingrehalders entered into an agreement (as amendetStareholder Agreement”) which,
among other things, called for a mandatory offeseth the shareholders' stock, first to the renmgriounders, then to the Company, in the
event of termination of their employment with then@pany. In February 1998, one of the founders, whs also an officer of the Company,
and the Company purchased 2,600,000 shares ofaimp&hy's common stock under the Shareholder Agneteimen two founders who had
terminated their employment. The Company facildatee transactions between the shareholders une&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 jprad.

The Company has issued warrants to purchase corstockto investors and to a certain customer. Hoeemate consideration for each
respective transaction was allocated to secuwtietebt and the warrants based on their relativerédues. All the warrants were exercisable
at the time of issuance. The assumptions appli¢ideimietermination of the fair value of warrantied were (i) use of the Black-Scholes
pricing model, (ii) risk free interest rates rargyinom 5.2% to 6.2%, (iii) expected volatility ratef approximately 70% (based on disclosed
expected volatility rates of comparable compan(@3)assumed expected lives of 4 to 10 years, ahdd expected dividends.
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED) At March 31999, warrants outstanding were as follows (unadgtite

AGGREG ATE
WARRANT TO SHARES OF EXERCISE EXERC ISE
PURCHASE COMMON STOCK  PRICE PRIC E
CommoN StOCK.....covveviciiec e e, 100,000 $ 064 $ 6 4,000
CommON StOCK.......ccceveeieiiiiiciiiiiieeeeeee . 600,000 0.50 30 0,000
ComMmMON StOCK......ccceeveiieiiiiiiiiiieeeeeee . 1,500,000 0.80 1,20 0,000
COMMON StOCK.....cccveeeeeiiiiiiiiieeeeeee e, 12,500 8.00 10 0,000
2,212,500 $ 1,66 4,000

C. INITIAL PUBLIC OFFERING

In April 1999, the Company's Board of Directorshanrtzed the Company to file a Registration Statemeéthn the Securities and Exchange
Commission to permit the Company to proceed witingial public offering of its common stock. Up@onsummation of this offering, all of
the outstanding Series A, B, and C Convertibled?refl Stock, and Series D Redeemable Convertilefiefed Stock will be converted into
8,114,376 shares of common stock. Also, upon catioplef this offering, the Company's number of autbed shares of Common Stock will
increase to 100,000,000.

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-qualifesttl incentive stock options for employees and atkerice providers, and the Amended and
Restated Directors' Nonqualified Stock Option Rlie "1996 Directors' Plan"), which provides fot@uatic grants of non-qualified stock
options to eligible non-employee directors. A tahR,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 ydaps the grant date. All options under the 1996pryee 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 undéreiof these Plans.

In November 1998, the Company's shareholders addpée1998 Equity Incentive Plan (the "1998 Plawhich provides for discretionary
grants of non-qualified and incentive stock optisteck purchase awards and stock bonuses for gegsand other service providers. A
total of 800,000 shares of common stock have beserved for issuance under the 1998 Plan. Stoadrgpgranted under this plan typically
vest over a period of four years from the granedahd expire 10 years from the grant date. Thegaomhas not granted any stock purchase
awards or stock bonuses under the 1998 Plan. Ugrbaiit changes in control of the Company, the simgientity will either assume or
substitute all outstanding options or stock awanmtser the 1998 Plan. If the surviving entity deties not to assume or substitute such
options or awards, then with respect to persons
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED) whose serviaith the Company or an affiliate of the Company hasterminated before a
change in control, the vesting of 50% of thesearystior stock awards (and the time during whichdtegards may be exercised) will
accelerate and the options or awards terminatectiéxercised before the change in control.

The Company applies the accounting provisions pitest 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 $251,000 and $3,986,00thiosix months ended March 31, 1998 and 1999¢untisely, and is being amortized over
the vesting period of the options, generally foears. Amortization of unearned compensation cdsapproximately $4,000 has been
recognized as an expense for the period from Fep@fs 1996 (inception) to September 30, 1996, 3@ and $420,000 for the years ended
September 30, 1997 and 1998, respectively. Amdidizaf unearned compensation amounted to $91,66(4,038,000 for the six months
ended March 31, 1998 and 1999, respectively (uteddi

A summary of stock option transactions are as ¥ato

WEIGHTED
AVERAGE
OUTSTANDING EXERCISE PRI CE
OPTIONS PER SHARE

Inception
options granted.........ccceevvveevveeviieeeees e 1,146,000 $ 0.38
Options canceled.........cccccvvvveennccceeees e (150,000) 0.34
Balances at September 30, 1996......ccccccccceeees e 996,000 0.38
Options granted......ccccceevvvieniiiiieeeeneees e 1,349,000 0.15
Options canceled.........cccccvvvieeennccceeces e (1,119,000) 0.36
Balances at September 30, 1997.....ccccccceeeees e 1,226,000 0.15
Options granted......cccccevvcvveeniiiiieeeneees e 1,543,000 0.29
Options eXerciSed....ccovvvviveeeeiiiiiiiiiceceeee s (215,750) 0.11
options canceled.......cccccveeeeeiiiiiiiiccceeee s (476,000) 0.11
Balances at September 30, 1998........ccccccceveees e 2,077,250 0.26
Options granted (unaudited)......cccccceeeeees s 981,448 2.27
Options exercised (Unaudited).......ccccceveeeeees e (454,093) 1.91
Options canceled (unaudited)........ccccceveeeeees s (178,800) 0.38
Balances at March 31, 1999 (unaudited)............ e 2,425,805 0.74

Pro forma information regarding net loss is recuiioy SFAS No. 123, and has been determined as i€tdmpany had accounted for its stock
options under the minimum value method of thaestesnt. The fair value of each option is estimatatiedate of grant with the following
weighted-average
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED) assumptionsedgor grants issued for the period from Febru&yl®96 (inception) to
September 30, 1996, and for the years ended Septe88p1997 and 1998:

PERIOD FROM
FEBRUARY 26,

1996  YEAR ENDED SEPTEM BER
(INCEPTION) 30,

TO SEPTEMBER  ----erermemeneev
30,1996 1997 1998

Risk-free interestrate........ccccoevvceeveeees 6.21% 6.21% 4. 62%
Dividend yield.......cccooovvvivniiiine 0.00% 0.00% 0. 00%
Expected term of option.......ccccceevvveeenneee 4years 4dyears 4ye ars

For purposes of pro forma disclosures, the estidnfaie value of the options is amortized over tipians' vesting period. The Company's net
loss would have been as indicated in the pro faahke below:

PERIOD FROM
FEBRUARY 26,
1996  YEAR ENDED SEPT EMBER
(INCEPTION) TO 30,
SEPTEMBER 30, -w--wec-eceeee e
1996 1997 19 08

(IN THOUSANDS, EXCEPT
PER SHARE DATA)

Net loss--as reported........cocevvvveevveeeees e, $ (330) $ (1,456)% ( 3,672)
Net [0SS--pro forma......ccocccveevivceeennceeee e (331) (1,468) ( 3,742)
Net loss per share--as reported........ccccceeeeeee. e (0.06) (0.24) (0.60)
Net loss per share--pro forma.........ccccoeeeeeee. L (0.06) (0.24) (0.61)



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

8. SHAREHOLDERS' EQUITY: (CONTINUED) The weightettaaage fair values and weighted-average exercisegper share at the date

of grant for options granted during the period frBabruary 26, 1996 (inception) to September 30618%l for the years ended Septembe

1997 and 1998 were as follows:

PERIOD FROM
FEBRUARY 26,
1996 YEAR ENDED SEPT EMBER
(INCEPTION) TO 30,
SEPTEMBER 30, --------------- e
1996 1997 19 98
Weighted-average fair value of options granted with exercise prices
equal to the market value of the stock at the dat e of grant....... $ 001 $ 001 8% 0.08
Weighted-average exercise price of options granted with exercise
prices equal to the market value of the stock at the date of
OraNt e e 0.05 0.05 0.50
Weighted-average fair value of options granted with exercise prices
less than the market value of the stock at the da te of grant...... 0.41 1.60
Weighted-average exercise price of options granted with exercise
prices less than the market value of the stock at the date of
OraNt e e 0.05 0.05 0.28

The following table summarizes information aboueti-price options outstanding at September 30, H398llows:

WEIGHTED
AVERAGE  WEIGHTED WEIGHTED
REMAINING  AVERAGE AVERAGE
EXERCISE NUMBER CONTRACTUAL EXERCISE NUMBER  EXERCISABLE
PRICES OUTSTANDING LIFE PRICE EXERCISABLE  PRICE
$0.02-0.05 1,034,626 888 $ 0.0 5 133250 $ 0.04
0.25 436,624 9.70 0.2 5
0.50 336,000 8.49 0.5 0 112,000 0.50
0.75 255,000 9.89 0.7 5
1.50 15,000 9.98 1.5 0

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 leasedits1ér 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 Septemifer1898, are approximately as follows:

OPERATING LEASE OPERATING SUBLEASE

PAYMENTS RECEIPTS
(IN THOUSANDS)
1999 oo $367 $18
2000, ..o 385
200Lucccoocoecomeemeemeeneeeeeee 75
2002, 1
$828 $18

In January 1999, the Company amended its operkstasg to increase the amount of its current ofjuace and extend the term through 2004.
This increased the minimum operating lease payntergpproximately $2.1 million.

Rent expense under noncancelable operating leasmsted to approximately $7,000 for the period fieabruary 26, 1996 (inception) to
September 30, 1996, approximately $38,000 and $085pr the years ended September 30, 1997 and 1&§8:ctively. Rent expense
amounted to approximately $71,000 and $168,00€hsix months ended March 31, 1998 and 1999, c&sply/ (unaudited).

The Company leases certain equipment under a thgate which expires in 1999. Future minimum |lgasgments and the present value of
the net minimum lease payments for capital leasigations as of September 30, 1998 are as follows.

CAPITAL L EASE

(IN THOUSA NDS)
Future minimum lease paymentsS......cccccceccceee e $ 22
Less amounts representing intereSt........ccceeeee. e ?3)
Obligations under capital 1€aSe.......ccccceeeeees e $ 19

10. RELATED PARTY TRANSACTIONS:

In September 1996, the Company sold certain equipioea related party for approximately $39,000iahincluded relief of a liability of
approximately $2,000 and a receivable of approxage7,000. The Company then leased back this ddii@nal equipment from the relat
party under a capital lease of approximately $4@,0®e Company recorded a deferred gain of apprabeiy $5,000 on this sale leaseback
transaction to be recognized over the term oféhed using the straight-line method. The unreafipetion of the deferred gain of
approximately $2,000 and $5,000 has been includeddrued liabilities at September 30, 1997 and 18pectively. At September 30,
1996, approximately $7,000 of receivables fromrtiated party, related to the sale of equipmesetjrasiuded in other current assets. In 1¢
the Company recognized approximately $2,000 ofiéferred gain on the sale leaseback transaction.

In August 1997, the Company entered into a calgitade of office equipment of approximately $11,80dn a related party. In January 1998,
the Company loaned $10,000 to an officer of the
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

10. RELATED PARTY TRANSACTIONS: (CONTINUED) Compamnder a note agreement bearing interest at 9.5&hwias originally
due in January 1999 and was extended to Januafy 20Geptember 30, 1998, this note and accrueddst have been included in other
current assets. Additionally, approximately $14,00@mployee receivables have been included inratleent assets at September 30, 1998.

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

11. 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, 1866 for the six months ended March 31, 1998 &991

PERIOD FROM
FEBRUARY 26, SIX MONTHS
1996 YEAR ENDED ENDED
(INCEPTION) SEPTEMBER 30, MARCH 31,
TO SEPTEMBER  -------smemeomcoeeeee e
30, 1996 1997 1998 1998 1999

(UNAUDITED) (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.......ccocovveniieneee. 10
Deferred gain on sale leaseback................. .~ .. 5
Series A Convertible Preferred Stock issued for n ote......... 90
Conversion of note payable and related accrued in terest to
Series B Convertible
Preferred StOCK......coccovvvcvvvvcineees $520 $520
Value ascribed to warrants in conjunction with sa le of
Convertible Preferred Stock........ccccoceec.. L 42 292 292
Value ascribed to warrants issued with note payab le.s 109
Conversion of note payable to common stock....... ... 209 209
Note receivable from shareholder for exercise of options..... $750
Unearned compensation.........ccccevevevceeece e, 4 238 1,945 252 3,987
Write-off of accounts receivable...............~~ .. 30 78
Sales returns.......occcvvvvviivciiccciees 193 25 421
Cash paid forinterest........cccoceevvvvvneee 19 30 12 1
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3,000,000 SHARES
[LOGO]

COMMON STOCK

PROSPECTUS

HAMBRECHT & QUIST
BANCBOSTON ROBERTSON STEPHENS
DAIN RAUSCHER WESSELS
A DIVISION OF DAIN RAUSCHER INCORPORATED

, 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.

UNTIL , 1999, ALL DEALERS THAT BUY, SELL OR TRADEN OUR COMMON STOCK, WHETHER OR NOT PARTICIPATING IN
THIS OFFERING, MAY BE REQUIRED TO DELIVER A PROSPHOS. THIS IS IN ADDITION TO THE DEALERS' OBLIGATION
TO DELIVER A PROSPECTUS WHEN ACTING AS UNDERWRITERND WITH RESPECT TO THEIR UNSOLD ALLOTMENTS
OR SUBSCRIPTIONS.



PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 13. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

The following table sets forth the costs and expensther than underwriting discounts and commmissipayable by the Company in
connection with the sale of common stock beingsteged. All amounts are estimates except the SEiGtration fee and the NASD filing fe

SEC registration fe€......ccccoeeveevveevcveeeees $ 11,509
NASD filing fee...cccccceeviviiiiiieeee. 4,640
Nasdag National Market listing fee.......c......... .~ ... 95,000
Printing and engraving COStS.......ccccceevvcceeees 120,000
Legal fees and expenses...........cccceeeeeuenenn. 350,000
Accounting fees and expenses..............cccuee. 200,000
Blue Sky fees and expenses.......... 5,000
Transfer Agent and Registrar fees.................. 10,000
Miscellaneous exXpenses.......coceveevcveveennees e 53,851
Total oo, $ 850,000

ITEM 14. INDEMNIFICATION OF DIRECTORS AND OFFICERS

Sections 23B.08.500 through 23.B.08.600 of the \Wgsbn Business Corporation Act (the "WBCA") autlzera court to award, or a
corporation's board of directors to grant, indeimaifon to directors and officers on terms suffithg broad to permit indemnification under
certain circumstances for liabilities arising unttex Securities Act of 1933, as amended (the "S@esiAct”). The directors and officers of
the registrant also may be indemnified againsilitglthey may incur for serving in that capacityrguant to a liability insurance policy
maintained by the registrant for this purpose.

Section 23B.08.320 of the WBCA authorizes a corfionao limit a director's liability to the corpdran or its shareholders for monetary
damages for acts or omissions as a director, exeagtrtain circumstances involving intentional aoisduct, knowing violations of law or
illegal corporate loans or distributions, or argnsaction from which the director personally reesia benefit in money, property or services
to which the director is not legally entitled. Tregistrant's second amended and restated articiesasporation, (Exhibit 3.2 hereto) contains
provisions implementing, to the fullest extent petad by Washington law, these limitations on adior's liability to the registrant and its
shareholders.

The registrant has entered into certain indemnificeagreements with its directors and certairtobfficers, the form of which is attached as
Exhibit 10.1 to this registration statement andiporated herein by reference. The indemnificatigreements provide the registrant's
directors and certain of its officers with indenicédtion to the maximum extent permitted by the WBCA

The underwriting agreement (Exhibit 1.1 heretolves for indemnification by the underwriters of tfegistrant and its executive officers
and directors and by the registrant of the Undéensj for certain liabilities, including liabiliteearising under the Securities Act, in connection
with matters specifically provided in writing byglunderwriters for inclusion in this registratidatement.

ITEM 15. RECENT SALES OF UNREGISTERED SECURITIES

During the past three years, F5 has issued uneegiksecurities to a limited number of personsleasribed below. None of these transac
involved any underwriters, underwriting discountcommissions, or any public offering, and F5 badethat each transaction was exempt
from the
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registration requirements of the Securities Acvistue of Section 4(2) thereof, Regulation D progaied thereunder or Rule 701 pursuant to
compensatory benefit plans and contracts relatirmpipensation as provided under Rule 701. Theissds of securities in each of these
transactions represented their intention to acgb&esecurities for investment only and not withiea to or for sale in connection with any
distribution thereof, and appropriate legends vedfized to the share certificates and instrumesgséd in these transactions. All recipients
had adequate access to information about F5, thrtheir relationships with F5.

Since March 31, 1996, F5 has issued and sold tleviag unregistered securities:

(1) From March 31, 1996 to March 31, 1999, F5 grdrsttock options to purchase an aggregate of 5108 %hares of common stock at
exercise prices ranging from $0.05 to $8.00 perestmemployees, consultants, directors and o#eice providers pursuant to F5's 1998
Equity Incentive Plan, Amended and Restated 1966k3Dption Plan and Amended and Restated Diredttanstjualified Stock Option Plan.

(2) In May, August and December 1996 and April 1996 sold an aggregate of 400,000 shares of S&roesmvertible preferred stock to 31
private investors at an aggregate purchase prié&,@00,000 or $3.00 per share.

(3) From May 15, 1996 to February 25, 1999, F5dadswarrants to four private investors, one consulizid one customer to purchase an
aggregate of 2,645,750 shares of common stockamiteighted average exercise price of $0.79.

(4) In September, October and November 1997, Fbawlaggregate of 1,250,000 shares of Series Bectilole preferred stock to three
private investors at an aggregate purchase pri2,600,000 or $1.60 per share.

(5) On April 15, 1998, F5 sold an aggregate of 258,shares of Series C convertible preferred simcie private investor at an aggregate
purchase price of $1,500,000 or $9.60 per share.

(6) On August 21, 1998, F5 sold an aggregate 8,488 shares of Series D redeemable convertibfemed stock to three private investors
at an aggregate purchase price of $7,729,994 @9%&r share.

ITEM 16. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) EXHIBITS

1.1* Form of Underwriting Agreement.

3.1* Amended and Restated Articles of Incorporati on of the Registrant, as
amended.

3.2* Form of Second Amended and Restated Articles of Incorporation to be
filed upon the closing of the offering mad e pursuant to this
Registration Statement.

3.3* Bylaws of the Registrant, as currently in ef fect.

3.4* Form of Amended and Restated Bylaws of the R egistrant to be filed
upon the closing of the offering made purs uant to this

Registration Statement.

4.1* Specimen Common Stock Certificate.

5.1* Opinion of Cooley Godward LLP.

10.1* Form of Indemnification Agreement between th e Registrant and each of
its directors and certain of its officers.

10.2* 1998 Equity Incentive Plan.

10.3* Form of Option Agreement under the 1998 Equi ty Incentive Plan.

10.4* 1999 Employee Stock Purchase Plan.
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* Previously filed.

10.5* Amended and Restated Directors' Nonqualifie

10.6* Form of Option Agreement under the Amended
Nonqualified Stock Option Plan.

10.7* Amended and Restated 1996 Stock Option Plan

10.8* Form of Option Agreement under the Amended
Option Plan.

10.9* 1999 Non-Employee Directors' Stock Option P

10.10* Form of Option Agreement under 1999 Non-Emp
Option Plan.

10.11* Lease Agreement, dated October 9, 1997, bet
First Avenue West Building L.L.C.

10.12* First Amendment to Lease Agreement, dated J
Registrant and First Avenue West Building
10.13* Second Amendment to Lease Agreement, dated
between Registrant and First Avenue West
10.14* Third Amendment to Lease Agreement, dated J
the Registrant and First Avenue West Buil

10.15* Business Loan Agreement, dated October 23,
and Silicon Valley Bank, as amended by th
Modification Agreement, dated July 14, 19
Registrant and Silicon Valley Bank.

10.16* Agreement, dated February 19, 1999, between
Steven Goldman.

10.17* Form of Common Stock Purchase Warrant.

10.18* Common Stock Warrant, dated March 15, 1997
Brittania Holdings Limited.

10.19* Common Stock Warrant, dated August 5, 1997,
Brittania Holdings Limited.

10.20* Common Stock Warrant, dated February 25, 19
and PSINet, Inc., as amended.

10.21* Investor Rights Agreement, dated August 21,
and certain holders of the Registrant's S
Series B Preferred Stock, Series C Prefer
Preferred Stock.

10.22* Promissory Term Note, dated January 6, 1998
Jeffrey S. Hussey, as amended.

10.23* Early Exercise Stock Purchase Agreement, da
between Registrant and Robert J. Chamberl

23.1 Consent of PricewaterhouseCoopers LLP, Inde

23.2* Consent of Counsel (included in Exhibit 5.1

24.1* Power of Attorney (contained on signature p

27.1* Financial Data Schedule.

ITEM 17. UNDERTAKINGS
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The registrant hereby undertakes to provide tatiderwriters at the closing specified in the undi#img agreement certificates in the
denominations and registered in the names as eshjbir the underwriters to permit prompt delivergézh purchaser.

Insofar as indemnification by the registrant fabiiities arising under the Securities Act may kenpitted to directors, officers and controlli
persons of the registrant pursuant to the provssion
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referenced in Item 14 of this registration statenuerotherwise, the registrant has been adviseadritthe opinion of the Securities and
Exchange Commission this indemnification is agamsilic policy as expressed in the Securities Ay is, therefore, unenforceable. In the
event that a claim for indemnification against théabilities (other than the payment by the regist of expenses incurred or paid by a
director, officer, or controlling person of the iggant in the successful defense of any actioib,osproceeding) is asserted by a director,
officer or controlling person in connection withetbecurities being registered hereunder, the ragiswill, unless in the opinion of its counsel
the matter has been settled by controlling precedebmit to a court of appropriate jurisdictiore tiuestion whether this indemnification b

is against public policy as expressed in the SaesarAct and will be governed by the final adjudica of this issue.

The registrant hereby undertakes that:

(1) For purposes of determining any liability untiee Securities Act, the information omitted frome form of Prospectus filed as part of this
registration statement in reliance upon Rule 4304 eontained in a form of Prospectus filed by #gistrant pursuant to Rule 424(b)(1) or
(4) or 497(h) under the Securities Act will be deehto be part of this registration statement ak®time it was declared effective.

(2) For the purpose of determining any liabilityden the Securities Act, each post-effective amemdriat contains a form of Prospectus
shall be deemed to be a new registration staterakiing to the securities offered therein, anddfiering of these securities at that time shall
be deemed to be the initial bona fide offering ¢loér
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&033, as amended, the registrant has duly cabsedmendment No. 3 to the
Registration Statement to be signed on its behyalhe undersigned, thereinto duly authorized, ety of Seattle, State of Washington, on
the 25th day of May, 1999.

F5 NETWORKS, INC.

By: *

Jeffrey S. Hussey
CHIEF EXECUTIVE OFFICER AND PRESIDENT

Pursuant to the requirements of the SecuritiesoAtB33, as amended, this Amendment No. 3 to tlggsRation Statement has been signed
by the following persons in the capacities andrendates indicated:

SIGNATURE TITLE DATE
Chairman of the Boa rd,
* Chief Executive O fficer
and President (Pr incipal May 25, 1999
Jeffrey S. Hussey Executive Officer
Vice President of F inance,
/s/ ROBERT J. CHAMBERLAIN Chief Financial O fficer
and Treasurer (Pr incipal May 25, 1999
Robert J. Chamberlain Finance and Accou nting
Officer)
*
Director May 25, 1999

Carlton G. Amdahl

*

Director May 25, 1999
Kimberly D. Davis
*
Director May 25, 1999
Alan J. Higginson
*
Director May 25, 1999
Sonja L. Hoel
*
Director May 25, 1999
Kent L. Johnson
*By: /s/ ROBERT J. CHAMBERLAIN

Robert J. Chamberlain
(ATTORNEY-IN-FACT)
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REPORT OF INDEPENDENT ACCOUNTANTS ON
FINANCIAL STATEMENT SCHEDULE

To the Board of Directors and Shareholders of FadEks, Inc.

In connection with our audits of the financial staents of F5 Networks, Inc. as of September 307 H9@ 1998 and for the period from
February 26, 1996 (inception) to September 30, E9@bfor each of the years in the two year periatkd September 30, 1998, which
financial statements are included in this RegigtraStatement, we have also audited the finantiéément schedule listed on page Berein

In our opinion, this financial statement schedulben considered in relation to the basic finansiatements taken as a whole, present fairly,
in all material respects, the information requitedbe included therein.

PricewaterhouseCoopers LLP

Seattle, Washington
April 6, 1999



F5 NETWORKS, INC.
VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

BAL ANCE AT BALANCE AT

BE GINNING CHARGES TO CHARGES TO END OF

OF FISCAL COSTS & OTHER FISCAL
DESCRIPTION P ERIOD EXPENSES ACCOUNTS DEDUCTIONS PERIOD

Year Ended September 30, 1996
Allowance for doubtful accounts.............
Allowance for sales returns
Tax valuation allowance..................... 87,000 87,000

Year Ended September 30, 1997
Allowance for doubtful accounts.............
Allowance for sales returns.................

Tax valuation allowance..................... 87,000 483,000 570,000
Year Ended September 30, 1998

Allowance for doubtful accounts............. 120,003 30,240 89,763

Allowance for sales returns................. 485,004 192,890 292,114

Tax valuation allowance..................... 570,000 1,100,000 1,670,000
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CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the use in this RegistrattateBient on Form S-1 of our reports dated April999 relating to the financial statements
and financial statement schedule of F5 Networks, kwhich appear in such Registration Statementald@ consent to the references to us
under the headings "Experts" and "Selected FinhBeit" in such Registration Statement.

PricewaterhouseCoopers LLP

Seattle, Washington
May 25, 1999
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