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PROSPECTUS
2,000,000 SHARES
[LOGO]
COMMON STOCK

This is an offering of common stock by F5 Networlks,. Of the 2,000,000 shares of common stock beatid in this offering, 500,000 shares
are being sold by F5 and 1,500,000 shares are belddyy the selling shareholders. F5 will not reeany of the proceeds from the sale of
shares by the selling shareholders. Our commotk stades on the Nasdaq National Market under thebsy FFIV. On September 8, 1999,
the last reported sale price of our common stoctherNasdaq National Market was $69.50 per shae."Barket Price of the Common
Stock."

PER SHARE TOTAL

Public offering price.......ccccoevvevvvvcveeeeee e, $ $
Underwriting discounts and commissions.............. e $ $
Proceeds to F5, before expenses........cccoceeeeee. e $ $
Proceeds to the selling shareholders, before expens €S..ciiiiiis $ $

F5 and certain shareholders have granted the unitensvan option for a period of 30 days to purehais to 300,000 additional shares of
common stock.

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

FACTORS" BEGINNING ON PAGE 7.

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

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

F5 NETWORKS

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

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

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

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

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

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

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

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

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

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

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



THE OFFERING

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

Nasdag National Market symbol..... FFIV

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

- 2,440,405 shares subject to options outstandiraf August 31, 1999 with a weighted average esgerprice of $3.76 per share;
- 3,559,598 additional shares that could be issunelgr our stock option plans and stock purchase piad

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

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

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

FISCAL YEAR ENDED NINE M

ONTHS ENDED JUNE

P ERIOD FROM FEBRUARY SEPTEMBER 30, 30,
26 ,1996 (INCEPTION) TO --mmmsessmmmmmmccs weeeee e
SEPTEMBER 30, 1996 1997 1998 1999
- 199 8 e
(UNAUD ITED)
STATEMENT OF OPERATIONS DATA:
NEet reVENUES.......coeveeveeiiiieeeeeeeians $ 2 $ 229 % 4889 $ 2 981 $ 14,063
Loss from operations. (348) (1,428) (3,668) (2 ,277)  (6,864)
NEt I0SS....coveieeierenenieieeeenn $ (330) $ (1,456) $ (3,672) $ (2 ,298) $ (6,678)
Net loss per share--basic and diluted........ $ (0.06) $ (0.24)$ (0.60) $ ( 0.37) $ (0.88)
Weighted average shares--basic and diluted
(L) 5,932 6,000 6,086 6 ,135 7,582
Pro forma net loss per share (unaudited):
Net loss per share--basic and diluted...... $ (0.26) $ (0.45)
Weighted average shares--basic and diluted
[0 N 14,201 14,923

BALANCE SHEET DATA:
Cash and cash equivalents..........ccccceeeeeeee. e, $ 26,948 $ 59,510
Working capital . 26,774 59,436
Total assets 36,486 69,148
Shareholders' equity..............ccoeevvvnnnene 28,905 61,568

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

(2) Adjusted to reflect the sale by F5 of 500,088rss of common stock at an assumed public offgniiog of $69.50 per share and the
application of the estimated net proceeds afteudking estimated underwriting discounts and comimmssand our 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, $3.7 million for the year end
September 30, 1998, and $6.7 million for the nirenths ended June 30, 1999.

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

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

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



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

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

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

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

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

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

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

OUR EXPANSION INTO INTERNATIONAL MARKETS MAY NOT SU CCEED.

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

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

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



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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

- systems we use to run our business;

- systems used by our suppliers and contract manués; and

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

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

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

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

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

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

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

On completion of this offering, executive officedsrectors and their affiliates and 5% shareholdelisbeneficially own, in the aggregate,
approximately 60.8% of our outstanding common stéaka result, these shareholders will be ablexévaise significant control over all
matters requiring shareholder approval, includimgelection of directors and approval of significeorporate transactions, which may have
the effect of delaying or preventing a third pdriym acquiring control over us. See "Principal &slling Shareholders."

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

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

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

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

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

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

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

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

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

13



USE OF PROCEEDS

We expect to receive approximately $32,662,500edpfmoceeds from the sale of 500,000 shares of @mstock, assuming a public offering
price of $69.50 per share after deducting undeirvgricommissions and discounts of $1,737,500 arichat#d expenses of $350,000. We will
not receive any proceeds from the sale of commmekdiy the selling shareholders.

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

DIVIDEND POLICY

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

MARKET PRICE OF THE COMMON STOCK

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

1999 HIG H LOW
JUNE 4 -JUNE 30..uiiiiiiiiieccieccceeeeeeee s $ 4 5.13 $ 14.88
July 1 - September 8...ccccvviiiieiiieiieeees s $ 8 5.00 $ 27.75

The last reported sale price of our common stocBeptember 8, 1999 was $69.50.
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CAPITALIZATION

The following table sets forth the capitalizatidriF® as of June 30, 1999
(1) on an actual basis, and (2) on a pro formeshesiadjusted to reflect, our receipt of the egthaet proceeds from the sale of 500,000
shares of common stock offered by us at the asswiffiexing price of $69.50 per share.

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

JUNE 30, 1999
ACTUAL A S ADJUSTED
(IN THOU SANDS)
Shareholders' equity:
Common stock: no par value, 100,000,000 shares authorized, 18,108,185 issued and
outstanding, actual; 100,000,000 shares autho rized, 18,608,185 issued and
outstanding, as adjusted ... $ 45,751 $ 78,414
Note receivable from shareholder................ (750) (750)
Unearned COMPeNSatioN.....cccccvveeeeveeenees e (3,960) (3,960)
Accumulated defiCit.....ccovvveeennicececes e (12,136) (12,136)
Total shareholders' equity..........c..e. s $ 28,905 $ 61,568

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

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

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

data).

STATEMENT OF OPERATIONS DATA:

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

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

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

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

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

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

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

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

Weighted average shares--basic and

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

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

BALANCE SHEET DATA:

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

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

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

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

1996 1997 1998 1

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

737

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

~ 7,688

(231)  (80)

NINE MONTHS

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

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

OVERVIEW

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

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

- hired more than 150 employees;

- hired sales representatives in eight domestiatioos;

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

- released several upgrades to BIG/ip;

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

- established a distributor relationship with oneinational reseller.

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

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

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

Customers who purchase BIG/ip or 3DNS receive liaditan services and an initial customer supporttract, typically covering a 12-month
period. Customers may also purchase consultingcssrand renew their initial customer support caettrAs of June 30, 1999, approximately
80% of our customers have renewed their initiatamuer support contract. Based on our limited ofiegdtistory, it is difficult to predict whi
our rate of renewals will be in the future. We gaig combine the software license,
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installation, and customer support elements ofppaducts into a package with a single price. Wecalle a portion of the sales price to each
element of the bundled package based on theirctgpdair values when the individual elements sokl separately. Revenues from the
license of software are recognized when the prodastbeen shipped and the customer is obligatpdytdor the product. Installation revenue
is recognized when the product has been instatldtkacustomer's site. Revenues for customer stipprecognized on a straight-line basis
over the service contract term. Consulting servamescustomarily billed at fixed rates, plus outpotket expenses. Our ordinary payment
terms to our customers are net 30 days, but we éremded payment terms beyond net 30 days to sastemers. Estimated sales returns
are based on historical experience by product amdezorded at the time revenues are recognized.

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

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

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

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

RESULTS OF OPERATIONS

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

STATEMENT OF OPERATIONS DATA:

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

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

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

Gross Margin........occeeeeeveennieeeennnnne

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

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

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

NEtI0SS...ciiiiieeiieiecieee e

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

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

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

Net Revenues:

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

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

SERVICE REVENUES. Service revenues increased

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

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

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

historically.
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Cost of Net Revenues:

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

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

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

SALES AND MARKETING. Our sales and marketing expemsonsist primarily of salaries, commissions atated benefits of our sales ¢
marketing staff, costs of our marketing programsluding public relations, advertising and tradevet and an allocation of our facilities and
depreciation expenses. Sales and marketing expemseased by 273.6%, from $2.4 million for theenmonths ended June 30, 1998 to $9.1
million for the nine months ended June 30, 1999s iritrease was due to an increase in sales ariktimay personnel and professional
services personnel from 17 to 67, and increasedrtigmg and promotional activities. We expectriorease sales and marketing expenses in
order to grow net revenues and expand our brandeawss.

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

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

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

GENERAL AND ADMINISTRATIVE. Our general and admitiative expenses consist primarily of salaries gfiéhand related costs of our
executive, finance, human resource and legal paedpthirdparty professional service fees, and an allocatfaur facilities and depreciati
expenses. General and administrative expenseaseatdy 210.9% from $690,000 for the nine montideédune 30, 1998 to $2.1 million
for the nine months ended June 30, 1999. This as&revas due primarily to an increase in generabadnanistrative personnel from 20 to 30.
We expect general and administrative expensestease as we expand our staff, further developnd@mal information systems and incur
costs associated with being a publicly held company

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

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

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

YEARS ENDED SEPTEMBER 30, 1997 AND 1998
Net Revenues:

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

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

Cost of Net Revenues:

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

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

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

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

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

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

QUARTERLY RESULTS OF OPERATIONS

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

THREE MONTHS ENDED

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

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

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

LIQUIDITY AND CAPITAL RESOURCES

From our inception through May 1999, we financed aperations and capital expenditures primarilptigh the sale of approximately $12.4
million in equity securities. In June 1999 we coetpt an initial public offering of 2,860,000 shaoéE€ommon stock and raised
approximately $25 million, net of offering costs.

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

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

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

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

MARKET RISK DISCLOSURES

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

RECENT ACCOUNTING PRONOUNCEMENTS

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

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

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

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

YEAR 2000 COMPLIANCE

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

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

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

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

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

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

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

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

OVERVIEW

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

INDUSTRY BACKGROUND

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

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

This widespread proliferation in the use and imgoce of the Internet has strained many organizsitimatwork infrastructures. In order to
support the dramatic increases in Internet usdraffic, many organizations have aggressively edeametwork server capacity. According
to IBM, servers are being connected to the Inteahatrate of 53,000 per month. Network infrasuites are further strained by unpredictable
traffic, the complexity of the network environmeamtd the increased variety of data, including mudtila components and video clips. In this
environment, organizations often deploy multiplevees in a group, or array, which contains indiabtapplication-specific servers or
redundant servers that operate together as a Matge server. Server arrays can reduce singlepof failure and be a cost-effective way to
increase the potential capacity of the system byiging the flexibility to add additional servesthe array as needed. The practice of
geographically dispersing server arrays to helpgesystem failure and direct traffic more effitig is also a growing trend.
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While additional servers, redundant server conéijans and geographically dispersed server sitgsauelress an organization's rapidly
increasing traffic, they also increase the orgditn 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 Intfrbased servers and applications. These prodiectgically 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 producisnitor 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 solutionsta@iously 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 functioniaegyers and applications. Our products also enadtieark 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 amifyveontent. 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 orngations 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 integftatiere hardware investments.

EASIER NETWORK MANAGEABILITY. Our products colleéghformation 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 coaganrtlless 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 hawently introduced our see/IT-TM- Network Manageattbommunicates with our BIG/ip and
3DNS Controllers to enable real-time network manitgp and pro-active network management. Furtherineeecare currently developing our
global/SITE-TM- Controller that is designed to emsdata integrity by automatically synchronizingitant across local and geographically
dispersed network servers. To further support aile f products, we intend to continue to invesbir professional services group to
provide the installation, training and support &8 required to help our customers optimize theé of our Internet traffic management
solutions.

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

to provide our customers with complete Interndfittananagement solutions that meet their needs.cDurent 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 SALBBSe plan to invest significant resources to expaumddirect sales
force and further develop our indirect sales chimme addition to maintaining a strong direct sdigrce, we plan to expand our indirect sales
channels through leading industry resellers, oab@guipment manufacturers, systems integratotsiriat service providers and other chal
partners. Furthermore, we plan to expand salesiolindernet traffic management solutions to govegntrentities. We also plan to
aggressively develop our direct and indirect iriional sales capabilities, particularly in seldateuntries in the European and Asia Pacific
markets.

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

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

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

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

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

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

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

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

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

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

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

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

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

3DNS in their network configuration, multiple 3DNCbntrollers are often deployed within the netwarlptovide redundancy to help ensure
network availability and performance for end usérsypical 3DNS configuration is shown below:

[ILLUSTRATION]
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MANAGEMENT
THE FOLLOWING TABLE SETS FORTH CERTAIN INFORMATION  WITH RESPECT TO OUR
EXECUTIVE OFFICERS AND DIRECTORS AS OF AUGUST 31, 1999:

EXECUTIVE OFFICERS AND DIRECTORS

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

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

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

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

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

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

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

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

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

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

KENT L. JOHNSON has served as one of our direcorse May 1996. Mr. Johnson has tendered his ras@nas a director of F5, effective
October 5, 1999. Mr. Johnson is President of AleearHutton Capital, L.L.C., which he dounded in August 1994. From April 1989 to M
1994, Mr. Johnson served as Senior Vice PresidehChief Operating Officer of Brazier Forest Indiest, a forest products company. Mr.
Johnson is also a director of Timeline, Inc., dwafe company. Mr. Johnson holds a B.A. in Busiredsinistration from the University of
Washington and an M.B.A. from Seattle University.

Our executive officers are appointed by the bod&wirectors and serve until their successors aeted or appointed.
There are no family relationships among any ofditectors or executive officers.
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BOARD COMPOSITION

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

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

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

BOARD COMMITTEES

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

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

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

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

DIRECTOR COMPENSATION

Directors currently receive no cash compensatiomfF5 for their services as members of the boadirettors. They are reimbursed for
certain expenses in connection with attendanceatband committee meetings. From time to timgagenon-employee directors have
received grants of options to purchase sharesroé@uamon stock. In May 1996, Messrs. Higginson dolthson each were granted an option
to purchase 84,000 shares of our common stock exentise price of $0.50 per share. In May 1998,Afndahl was granted an option to
purchase 84,000 shares of our common stock atemgisg price of $0.50 per share. Eligible non-eiygdodirectors receive automatic option
grants under our 1999 Non-Employee Directors' @pitan at the fair market value of our common stmtkhe date of grant. In June, 1999,
Mr. Guelich was granted an option under this ptapurchase 5,000 shares of our common stock atexgise price of $18.00 per share. See
"--Equity Incentive Plans--Amended and Restate@®aors' Nonqualified Stock Option Plan" and "--198&n-Employee Directors' Option
Plan."
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EXECUTIVE COMPENSATION

The table below sets forth the compensation paidsbguring the fiscal year ended September 30, 1®88) 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 Septender1998.

SUMMARY COMPENSATION TABLE

ANNUAL COMPENSATION

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

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

OPTION GRANTS IN LAST FISCAL YEAR

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

The following table sets forth for the executivéiadrs 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 ($) (1)
VALUE AT SEPTEMBER 30, 1998 - e
SHARES ACQUIRED REALIZED - UNEXERCISABLE
NAME ON EXERCISE (#) ($) (1) EXERCISABLE (#) UNEXERCISABLE (#) EXERCISABLE ( $) %)
Jeffrey S.
Hussey.......... - - - - - -
Steven Goldman.... 59,250  $589,538 - 177,750(2) - $1,768,613

(1) Based on the initial public offering price dfGh00 per share less the exercise price, multifidiethe 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 thesmiep have a ten-year term.

INCENTIVE STOCK PLANS

1998 EQUITY INCENTIVE PLAN. Our board of directoaslopted our 1998 Equity Incentive Plan on Octol2er1®98, and our shareholders
approved it on November 12, 1998. We initially resel a total of 800,000 shares for issuance urdepfian. In April 1999 we reserved an
additional 1,500,000 shares for issuance undepldreand the shareholders approved it in May, 1988.plan provides for grants of
incentive stock options that qualify under Secd@2 of the Internal Revenue Code of 1986, as antknndeemployees, including officers, of
F5 or any affiliate of F5, and nonstatutory stogkians, restricted stock purchase awards, and $tookses to employees, including officers,
or directors of and consultants to F5 or any atfdiof F5. The board or a committee appointed bybthard administers the plan. Our
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board has the authority to determine which recigi@md what types of awards are to be grantedydiralj the exercise price, number of sh
subject to the award and the exercisability ofahards.

The term of a stock option granted under the plmegally may not exceed 10 years. The board ofuire 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 atdtespecified in the option agreement.
Except as expressly provided by the terms of atatutery stock option agreement, an optionee mayransfer options other than by will or
the laws of descent or distribution, provided tatptionee may designate a beneficiary who masceseethe option following the optionee's
death. An optionee whose relationship with us grrahated corporation ceases for any reason, exmgegeath or permanent and total
disability, generally may exercise vested optiopgaithree months following cessation. Vested aytimay generally be exercised for up to
12 months after an optionee's relationship wittoFany affiliate of F5 ceases due to disability &mdgenerally up to 18 months after the
relationship with F5 or any affiliate of F5 ceaske® to death. However, options may terminate oire>xgooner or later as may be determined
by the board and set forth in the option agreement.

No incentive stock option may be granted to ang@emho, at the time of the grant, owns, or is degtto own, stock possessing more t
10% of the total combined voting power of F5 or affiliate of F5, unless the option exercise pigat least 110% of the fair market value
the stock subject to the option on the date of tgrad the term of the option does not exceed feary from the date of grant. In addition, the
aggregate fair market value, determined at the Gfrgrant, of the shares of our common stock wapect to which incentive stock options
are exercisable for the first time by an 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 retusbry options.

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

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

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

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

As of August 31, 1999, we had issued 169,291 shgyes the exercise of options granted under the gfal options to purchase 687,765
shares were outstanding with 1,442,944 sharesvexbéor future grants or purchases under the giaa.plan will terminate on October 21,
2008, unless terminated sooner by the board.

AMENDED AND RESTATED 1996 STOCK OPTION PLAN. Our dal of directors adopted the Amended and Rest&86 $tock Option
Plan on December 2, 1996, and our shareholderewagbit on January 28,
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1997. We have reserved a total of 2,600,000 stiaréssuance under the plan, less any shares igsupbn the exercise of options granted
under the Amended and Restated Directors' Nondg@l8tock Option Plan. The plan provides for grarfiiicentive stock options that
qualify under Section 422 of the Internal Revenoeéito employees, including officers and employieectbrs, of F5 or any affiliate of F5
and nonstatutory stock options to employees, ctansisl and other persons selected by the boardbddn@ or a committee appointed by the
board administers the plan. The board has the attho determine which recipients and what typéeptions are to be granted, including
exercise price, number of shares subject to thempid 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% loé 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 followingctresation or a longer period as may be extenddleblyoard in the case of a nonstatutory
stock option. Options may be exercised for up tonbths after an optionee's relationship with Fsaffiliate ceases due to death or
disability or a longer period as the board of dives may extend in the case of a nonstatutory siption.

No incentive stock option may be granted to ang@emho, at the time of the grant, owns, or is degtto own, stock possessing more t
10% of the total combined voting power of F5 or affjliate of F5, unless the option exercise pigat least 110% of the fair market value
the stock subject to the option on the date of tgrad the term of the option does not exceed feary from the date of grant. In addition, the
aggregate fair market value, determined at the Gfrgrant, 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 retusbry options.

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

Upon certain changes of control of F5 as 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 August 31, 1999, we had issued 749,750 shayes the exercise of options granted under the gl options to purchase 1,579,640
shares were outstanding with 102,610 shares raséovéuture grants under either this plan or omeékxded and Restated Directors'
Nonqualified Stock Option Plan. We do not plan targ any additional options under this pl

AMENDED AND RESTATED DIRECTORS' NONQUALIFIED STOCKPTION PLAN. Our board of directors adopted the Awed 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 boardiadctors before August 21, 1998
were entitled to receive non-discretionary stockampgrants under the plan. Options granted urttdeptan do not qualify as incentive stock
options under the Internal Revenue
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Code. Each option granted pursuant to the plarahasxercise price equal to $0.50. Under the plach @on-employee director who joined
the board following the closing of the offeringair Series A preferred stock and before May 1, 1888who was not elected in direct
connection with his or her investment in our stémkwith the investment in our stock by an affiidtor representative entity of the non-
employee director) was automatically granted amoopgb purchase that number of shares of our comstmrk equal to one percent of the
then-current fully-diluted number of shares of oammon stock. After May 1, 1998, each newly appamon-employee director was
automatically granted an option to purchase 84db@0es of our common stock. Options granted ureplan vest in three equal annual
installments from the date of grant and become idiately vested and exercisable upon a directoaghder disability. Options granted under
the plan are generally non-transferable. An optgonbose directorship with F5 ceases for any reastbiey than by death or disability, may
exercise vested options up to 90 days followinga#sn, unless these options terminate or expibaeoby their terms. Options may be
exercised for up to one year after an optioneescttirship with F5 ceases due to disability or eah optionee may not exercise any opti
granted under the plan, however, after the expinadi ten years from the date it was granted. Ugmtain changes of control of F5 as
provided under the plan, the plan's options witbauatically become fully vested and be exerciséini¢he duration of the option term.

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

1999 NON-EMPLOYEE DIRECTORS' STOCK OPTION PLAN. \Wdopted the 1999 Non-Employee Directors' Stockddpfilan in April
1999 to provide for the automatic grant to F5 nowpyee directors of options to purchase sharesintommon stock. The board
administers the plan unless it has delegated adiration to a committee. In April 1999, we reseraedaggregate of 100,000 shares of
common stock for issuance under the plan, subjeatifustment in the event of certain capital changed the shareholders approved it in
May, 1999.

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

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

In the event of a "change in control," the surviyor acquiring corporation may assume outstandpimies under the plan or substitute
similar options. A "change in control" means a sHlall or substantially all of F5's assets, a reey 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 the 1999 Employee Stock Purchase Pldrgraing the issuance
of 1,000,000 shares of common stock pursuant tohase rights granted to
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employees of F5 or to employees of any designdféidite of F5 and the shareholders approved My, 1999. The purchase plan is
intended to qualify as an employee stock purch&se\pithin the meaning of Section 423 of the Ins#iRevenue Code.

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

Generally, employees who work at least 20 hoursysek 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 automaticalljt@nmination of employment with F5 or an affiliate.

We may grant eligible employees purchase righteutids plan only if the rights together with arther rights granted under other employee
stock purchase plans established by F5 or 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 purchasset 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 percentddkeir eligible compensation in the

401(k) Plan, subject to the statutorily prescribadual limit. We may make matching contributionsbehalf of all participants in the 401(k)
Plan in an amount determined by our board of dirscWe may also make additional discretionaryipstfaring contributions in amounts as
determined by the board of directors, subjectatusbry limitations. Matching and profit-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 40Rlan, and income earned (if any) on
plan contributions, are not taxable to employed# withdrawn from the 401(k) Plan, and so thatwié be able to deduct our contributions,
if any, when made. The trustee under the 401(k),Riithe direction of each participant, investsadhlsets of the 401(k) Plan in any of a
number of investment options.

LIMITATIONS OF LIABILITY AND INDEMNIFICATION MATTER S

Our articles of incorporation limit the liabilityf directors to the fullest extent permitted by 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 lighfibr:

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

Our articles of incorporation provide that we magiemnify any individual made a party to a procegdiacause that individual is or was an
F5 director or officer, and this right to indemnétion will
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continue as to an individual who has ceased todieesator or officer and will inure to the benedithis or her heirs, executors or
administrators. Any repeal of or modification tar @uticles of incorporation may not adversely affaay right of an F5 director or officer w

is or was a director or officer at the time of aapeal or modification. To the extent the provisiaf our articles of incorporation provide for
indemnification of directors or officers for liakiés arising under the Securities Act of 1933aamnded, those provisions are, in the opinion
or the Securities and Exchange Commission, agpirtsic policy as expressed in the Securities Act ey are therefore unenforceable.

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

We have entered into agreements to indemnify aectirs and certain officers, in addition to indéination provided for in our articles of
incorporation or bylaws. These agreements, amdmer ¢hings, indemnify our directors and certairicgffs for certain expenses, including
attorneys' fees, judgments, fines and settlemeotats incurred by any of these persons in any mctiqpproceeding, including any action by
us arising out of the person's services as ouctire@r officer or any other company or enterptsavhich the person provides services at our
request. We believe that these provisions and aggets are necessary to attract and retain quapfesions as directors and officers. We also
currently maintain liability insurance for our aféirs and directors.

CHANGE OF CONTROL ARRANGEMENTS

Upon certain changes in control of F5 as providedien the 1998 Equity Incentive Plan, all outstagditock awards under this plan will
either be assumed or substituted by the surviviigye If the surviving entity determines not tssame or substitute these awards, then with
respect to persons whose service with F5 or aliaadfiof F5 has not terminated before the changmimirol, 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 pllhautomatically 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 Senior Vice President of Sales, MarketimhServices or changes his position to one
that is not equal or greater in scope, respongip@ompensation or stature, then Mr. Goldman negititled to a severance payment equ
his 1998 compensation.
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CERTAIN TRANSACTIONS

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

SERIESA SERIES B
PREFERRED PREFERRED

SERIESC SERIES D

securitieetfollowing persons who are our

PREFERRED PREFERRED WARRANTS COMMON

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

- our chief executive officer;

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

- a shareholder who is selling shares in this ofégrand

- all of our directors and executive officers agaup.

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

SHARES BENEFICIALLY
OWNED AFTER OFFERING

NAME AND ADDRESS (1)

5% SHAREHOLDERS

Michael D. AIMQUiSt «..coovveveveiiieiieeeee . 1,340,000 7.6% 100,000
153 Highland Drive
Seattle, Washington 98109

1,240,000 6.7%

Britannia Holdings Limited (3) ....cccooovvvveweeee 3,950,000 19.8 800,000 3,150,000 16.9
P.O. Box 556
Main Street
Charlestown, Nevis

Menlo Ventures VII, L.P. (4) voovvvvvevceeeee 1,687,852 9.3 250,000 1,437,852 7.7

3000 Sand Hill Rd., Bldg. 4-100
Menlo Park, California 94025
Cypress Partners Limited Partnership .............. . ... 1,125,000
P.O. Box 9006
Seattle, Washington 98109
Encompass Ventures, INC. (5) ....coovveevveeannee
777 - 108th Avenue N.E., Suite 2300
Bellevue, Washington 98004
CURRENT EXECUTIVE OFFICERS AND DIRECTORS

1,125,000 6.0

......... 1,100,000 6.1 - 1,100,000 5.9

Jeffrey S. HUSSEY (6)...ccocvvvvvvveviiiieiieeee 2,618,000 14.4 100,000 2,518,000 135
Steven Goldman (7)... vie.. 206,110 1.1 40,000 166,110 *
Carlton G. Amdahl... 28,000 * - 28,000 *
Karl D. Guelich (8).. 5,000 - 5,000 *
Alan J. Higginson (9).. .. 141,300 * - 141,300 *
Sonja L. Hoel (4)........ veeeeeen. 1,687,852 9.3 250,000 1,437,852 7.7
Kent L. Johnson (10)....cccccvvvveevcveeaiceens 170,740 * - 170,740 *
All directors and executive officers as a group (9 persons)

(A1) 5,136,410 27.9 420,000 4,716,410 25.3
OTHER SELLING SHAREHOLDERS
Brian R. DiXON....ccoovvvviiiiiiieiiiiiesceee 125,687 * 20,000 105,687 *
Brett L. Hels€l.ooovvvveiiieiiieeieee 80,000 * 30,000 50,000 *
Taylor Hussey Trust... wereee. 400,000 2.1 50,000 350,000 1.9
Becky Arnett HUSSEY........ccccveeviveeciieennns 350,000 1.9 35,000 315,000 1.7
Gerald W. Hussey and Helen J. Hussey............... . ... 140,000 * 20,000 120,000 *
Gary Pittman......ccccovveviiiiesiiie e 187,500 1.1 50,000 137,500 *
Joann M. ReItEer ... 13,600 * 5,000 8,600 *

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

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

(3) The Duvall Trust is the sole shareholder otdmia Holdings Limited. The Elfin Trust Companyniited, a Guernsey corporation, is the
trustee of the Duvall Trust. Mr. Peter Howe is thestee for the Elfin Trust Company Limited. Inchsd1,825,000 shares issuable upon
exercise of warrants exercisable within 60 day8ugdust 31, 1999.

(4) Ms. Hoel is a managing director and generatingatrof Menlo Ventures. The shares listed repre$diit9,820 shares held by Menlo
Ventures VII, L.P. and 68,032 shares held by Métitrepreneurs Fund VII, L.P. Ms. Hoel disclaimsédfasial ownership of all shares held
by Menlo Entrepreneurs Fund VII, L.P. except togktent of her pro rata interest in this partngrsiihe shares being offered for sale are
being offered by Menlo Ventures.

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

(6) Does not include 400,000 shares held by Brikoibas trustee of the Hussey Family Trust fbo Mussey's minor child and 48,000 sh:
transferred to Mr. Hussey's brother in May 1999.

(7) Includes 113,860 shares issuable upon exestigptions exercisable within 60 days of August B499.
(8) Includes 5,000 shares issuable upon exercisptains exercisable within 60 days of August 394
(9) Includes 84,000 shares issuable upon exertigptions exercisable within 60 days of August 3999.
(10) Includes 28,000 shares issuable upon exen€igptions exercisable within 60 days of August B499.

(11) Includes 150,000 shares subject to repurdmasé® and 280,268 shares issuable upon exerciggtiohs exercisable within 60 days of
August 31, 1999.
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DESCRIPTION OF CAPITAL STOCK
GENERAL

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

COMMON STOCK

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

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

PREFERRED STOCK

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

WARRANTS

As of August 31, 1999, warrants to purchase 2,Z®dhares of common stock were outstanding at ghtedaverage exercise price of $0
per share. 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 dinidis, stock splits, reorganizations, reclassificestiand consolidations. Warrants exercisable
for an aggregate of 2,200,000 shares of commok stmatain 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

Holders of 5,364,376 shares of common stock anvdaofants exercisable for 2,200,000 shares of comstmek have certain rights relating to
the registration of these shares under state atatdkbsecurities laws. These rights, which aregasdile, are outlined in an agreement betweer
F5 and these holders. A majority of these holdeag generally require that we register the commoaokssubject to these rights for public
resale provided that the proposed aggregate s@lffegng price would exceed $5.0 million. If wegrister any of our common stock either for
our own account or for the account of other segunaiders, these holders may also include theirmomstock subject to these rights in the
registration, subject to the ability of the undetens to limit the number of shares included in dffiering. The holders of our common stock
that was issued upon conversion of our Series 83dCD preferred stock may also require us to regalt or a portion of their common stock
subject to these rights on Form S-3, when useisfféihm becomes available, provided that amongrdiimétations, the proposed aggregate
offering price would be at least $2.0 million. Tiegistration rights of a holder terminates, whemntblder can, within a three month period,
offer and sell all of his or her registrable setieisi pursuant to Rule 144 and as to all holdersluore 4, 2002.

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

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

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

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

directors.

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

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

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

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

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

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

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

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

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

sell the shares issued upon exercise as descrébed.b

As of August 31, 1999, there were a total of 2,300,shares of common stock that could be issued apercise of outstanding warrants. All
of these shares are subject to lock-up agreemisitst August 31, 1999, there were a total of 1,640,shares of common stock subject to
outstanding options under our stock plans, of whi@60,049 were vested. However, all of these shanme subject to lock-up agreements.
Shares purchased upon exercise of options grantsdant to our Amended and Restated 1996 Stoclo@pian, Amended and Restated
Directors' Nonqualified Stock Option Plan, 1998 Egiincentive Plan, 1999 Non-Employees DirectotanRand 1999 Employee Stock
Purchase Plan generally are available for resatesipublic market.

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

RULE 144

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

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

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

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

RULE 701

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

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

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

NAME NUMBER OF SHARES

Hambrecht & Quist LLC.........cccocvvvvvvveveeee. L

BancBoston Robertson Stephens Inc......cccccceeee.. L

Bear, Stearns & Co. INC..cvvvvvvvvevveeeeeeianneee L

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

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

The underwriters are offering the shares of comstook directly to the public at the public offeripgce set forth on the cover page of this
prospectus and to certain dealers at this pricede®ncession not in excess of $ per share. Tdherwriters may allow and these dealers may
re-allow a concession not in excess of $ per steacertain other dealers. After the public offerofghe shares, the underwriters may change
the offering price and other selling terms.

F5 and certain shareholders have granted to therwmiters an option, exercisable no later than @@sdhfter the date of this prospectus, to
purchase up to 300,000 additional shares of constark at the public offering price, less the undémg discount set forth on the cover
page of this prospectus. To the extent that thewmiters exercise this option, each of the undieers will have a firm commitment to
purchase approximately the same percentage thetecti the number of shares of common stock to ehmsed by it shown in the above
table bears to the total number of shares of comstark offered hereby. F5 and such shareholdetdbwibbligated, pursuant to the option
sell shares to the underwriters to the extent it is exercised. The underwriters may exerdiggdption only to cover over-allotments
made in connection with the sale of shares of comstock offered hereby. Kent L. Johnson, a diregfdhe Company, is the president of
Alexander Hutton Capital, L.L.C., which is a membéthe NASD. Mr. Johnson is one of the sharehaldgio has granted the underwriters
an option to purchase additional shares in conmeetith their exercise of the over-allotment option

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

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

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

LEGAL MATTERS

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

EXPERTS

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

ADDITIONAL F5 INFORMATION

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

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

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

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

PricewaterhouseCoopers LLP

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

BALANCE SHEETS
(IN THOUSANDS, EXCEPT SHARE DATA)

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

LIABILITIES AND SHA

Current liabilities:

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

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

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

PERIOD
FEBRUARY
1996
(INCEPTIO
SEPTEMBE
1996

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

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

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

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

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

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

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

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

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

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

Net 10SS.....ccveevvecieereennns $ (

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

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

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

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

FROM
26,

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

1997 1998 1998 1999

(UNAUDITED)

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

2 229 4,889 2,981 14,06

1 71 1,001 694 3,08

- - 314 171 97

1 71 1,405 865 4,06

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

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

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

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

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

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

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

The accompanying notes are an integral part oktfinancial statements.
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F5 NETWORKS, INC.
STATEMENT OF SHAREHOLDERS' EQUITY (DEFICIT)
FOR THE PERIOD FROM FEBRUARY 26, 1996 (INCEPTION) TO JUNE 30, 1999
(IN THOUSANDS, EXCEPT SHARE DATA)

CONVERTIBLE PREF ERRED STOCK AMOUNT

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

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

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



Amortization of unearned

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

preferred stock to common

stock in connection with the

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

initial public offering (net

of issuance costs of

SUBSCRIPTIONS

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

Sales of Series A Convertible

Preferred Stock,

(net of issuance costs of

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

Issuance of Series A

Convertible Preferred Stock

upon payment of subscription

receivable from

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

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

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

Convertible Preferred Stock

upon payment of subscription

receivable from

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

Value ascribed to warrants

issued in conjunction with

sale of Convertible

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

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

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

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

Preferred Stock, (net of

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

Preferred Stock, (net of

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

issued in conjunction with

sales of Convertible

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

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

Repurchase of common stock
under shareholder

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

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

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

Amortization of unearned



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

420 420
(3,672) (3,672

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

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

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

Conversion of convertible

preferred stock to common

stock in connection with the

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

initial public offering (net

of issuance costs of

(1,694) (5458 (80

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

(6,678) (6,678

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

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

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

Adjustments to reconcile net loss to net cash use

in operating activities:

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

Provision for doubtful accounts and sales
TEIUMS. ..ot

Depreciation and amortization

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

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

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

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

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

Cash flows from financing activities:

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

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

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

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

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

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

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

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

Proceeds from line of credit.

Repayments of line of credit....

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

Principal payments on capital lease obligations..

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

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

F5 NETWORKS, INC.

STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

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

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

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

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

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

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

2,298) $ (6,678)

205 1,797
399 1,078
213 364

12

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

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

1,235

1,493

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

(16) a7

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



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

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

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
USE OF ESTIMATES

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

UNAUDITED INTERIM FINANCIAL STATEMENTS

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

CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS

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

CONCENTRATION OF CREDIT RISK

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

The Company's customers are from diverse indusindsgeographic locations. Net revenues from iat@ynal customers are denominated in
U.S. Dollars and were approximately $0, $15,000$tiR2,000 in the period from February 26, 1996€ptmn) to September 30, 1996, and
the years ended September 30, 1997 and 1998, tegheand $172,000 and $1.0 million for the ninemths ended June 30, 1998 and 1999.
For the nine months ended June 30, 1999, one castamtounted for 21.7% of net revenues. Duringpthred from February 26, 1996
(inception) to September 30, 1996, the years eSggtember 30, 1997 and 1998, and the nine montexlelune 30, 1998, no single
customer accounted for more than 10% of the Compargy revenues. At June 30, 1999, one
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

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

INVENTORIES

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

PROPERTY AND EQUIPMENT

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

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

SOFTWARE DEVELOPMENT COSTS

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

VALUATION OF LONG-LIVED ASSETS

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

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

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

ADVERTISING

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

INCOME TAXES

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

STOCK-BASED COMPENSATION

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

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

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

NET LOSS PER SHARE

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

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

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

NEW ACCOUNTING PRONOUNCEMENTS

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

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

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

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

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

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

SEPTEMBER 30,

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

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

Accumulated amortization for equipment under

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

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

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

(IN THOUSANDS)

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

$ 114 $ 458 $ 1,579

5. INCOME TAXES:

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

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

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

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

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

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

Deferred tax assets:

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

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

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

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

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

6. LINES OF CREDIT:

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

7. LONG-TERM DEBT:

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

8. SHAREHOLDERS' EQUITY:
A. PREFERRED STOCK

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

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

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

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

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

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

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

In April 1998, the Company issued 156,250 shargh@fCompany's Series C Convertible Preferred Stadkwarrants to purchase 187,500
shares of the Company's common stock at $1.60haee $or an aggregate purchase price of $1.5 millldlie Company has allocated
approximately $75,000 of the purchase price ofS8kees C Convertible Preferred Stock as the valtleeowarrants issued. On February 1,
1999 these warrants were exercised. Shares ofahmp@ny's Series C Convertible Preferred Stock anecamulative and convertible into <
shares of the Company's common stock, subjeceto¢hurrence of certain events provided for inGbenpany's amended and restated
articles of incorporation. The shares are mandgtoonvertible upon the completion of an initial
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

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

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

B. COMMON STOCK

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

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

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

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

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

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

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

At June 30, 1999, warrants outstanding were aevicl

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

D. EQUITY INCENTIVE PLANS

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

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

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

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

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

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

WEIGHTED
AVERAGE
OUTSTANDING EXERCISE PRI CE
OPTIONS PER SHARE

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

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

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

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

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

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

(IN THOUSANDS, EXCEPT
PER SHARE DATA)

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

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

30, 1999 were as follows:

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

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

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

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

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

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

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

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

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

1999 EMPLOYEE STOCK PURCHASE PLAN

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

the first offering period will commence on the etigeness of the initial public offering and be eppmately seven months in duration,
ending on the last trading day on or before Decer@lhe1999. The price at which the common stock baypurchased is 85% of the lesser of
the fair market value of the Company's common stackhe first day of the applicable offering perimdon the last day of the respective
purchase period.

9. COMMITMENTS:

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

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

OPERATING LEASE OPERATING SUBLEASE
PAYMENTS RECEIPTS

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

$3,221 $18

In January 1999, the Company amended its operkstasg to increase the amount of its current ofjmace 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 i@9&ctively. Rent expense
amounted to approximately $98,000 and $308,00€hfonine months ended June 30, 1998 (unaudited) 9@, respectively.

10. RELATED PARTY TRANSACTIONS:

In March 1999, the Company issued 150,000 sharesrofmon stock to an officer of the Company in 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. SUBSEQUENT EVENTS

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

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

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

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

(UNAUDITED)
Noncash investing and financing activities:

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

COMMON STOCK

PROSPECTUS

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

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.



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, the NASD filing fee a1
the Nasdaq National Market listing fee.

SEC registration fee......ccccovvvevvcvevcenee $ 41,881
NASD filing fe€..ccoeveeieiiiiiieees e 15,565
Nasdaqg National Market listing fee.......cc........ 10,000
Printing and engraving COStS.......cccocvevvveeees . 100,000
Legal fees and eXpenses.......cccccvvveeencceeees e, 75,000
Accounting fees and eXpenses......cccccceeevveveeee s 75,000
Blue Sky fees and expenses.......ccccvvcceveves e 5,000
Transfer Agent and Registrar fees........cc.cccee... L 5,000
Miscellaneous eXpenses......ccccveevevceveeennee . 22,554
Total oo e, $ 350,000

ITEM 14. INDEMNIFICATION OF DIRECTORS AND OFFICERS

Sections 23B.08.500 through 23.B.08.600 of the \Wgshn Business Corporation Act (the "WBCA") autlzera court to award, or a
corporation's board of directors to grant, indeigaifon to directors and officers on terms suffithg broad to permit indemnification under
certain circumstances for liabilities arising untter Securities Act of 1933, as amended (the "$&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 argnisaction 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 indemniticeagreements 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 heretoles 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 byelunderwriters 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 discounts o
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commissions, or any public offering, and F5 belgtreat each transaction was exempt from the regjistr requirements of the Securities Act
by virtue of

Section 4(2) thereof, Regulation D promulgatedehader or Rule 701 pursuant to compensatory beplafis and contracts relating to
compensation as provided under Rule 701. The etipiof securities in each of these transactigmesented their intention to acquire the
securities for investment only and not with a viewor for sale in connection with any distributithrereof, and appropriate legends were
affixed to the share certificates and instrumesdsiéd in these transactions. All recipients had@ate access to information about F5,
through their relationships with F5.

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

(1) From March 31, 1996 to July 2, 1999, F5 gramstedk options to purchase an aggregate of 5,08%Hdres of common stock at exercise
prices ranging from $0.05 to $37.00 per share tpleyees, consultants, directors and other servigeigers pursuant to F5's 1998 Equity
Incentive Plan, Amended and Restated 1996 Stocio@pian and Amended and Restated Directors' NdifigaaStock Option Plan. Prior 1
July 2, 1999 (the effective date of F5's Registratitatement on Form S-8) options to purchase 8QlsBares were exercised.

(2) In May, August and December 1996 and April 199 sold an aggregate of 400,000 shares of S&roesmvertible preferred stock to 31
private investors at an aggregate purchase prig&,@00,000 or $3.00 per share.

(3) From May 15, 1996 to February 25, 1999, F5adswarrants to four private investors, one conatiid one customer to purchase an
aggregate of 2,645,750 shares of common stockamitkighted average exercise price of $0.79.

(4) In September, October and November 1997, Fbawolaggregate of 1,250,000 shares of Series Bectilole preferred stock to three
private investors at an aggregate purchase pri§2,600,000 or $1.60 per share.

(5) On April 15, 1998, F5 sold an aggregate of 256,shares of Series C convertible preferred simcke 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 convertiblenped stock to three private investors
at an aggregate purchase price of $7,729,994 @p$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* Bylaws of the Registrant, as currently in ef fect.

4.1* Specimen Common Stock Certificate.

5.1 Opinion of Heller Ehrman White & McAuliffe.

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.

10.5* Amended and Restated Directors' Nonqualified Stock Option Plan.
10.6* Form of Option Agreement under the Amended a nd Restated Directors'

Nonqualified Stock Option Plan.
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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 Fourth Amendment to Lease Agreement, dated
Registrant and First Avenue West Building
10.16 Fifth Amemdment to Lease Agreement, dated J
Registrant and First Avenue West Building

10.17 Office Lease Agreement dated July 31, 1999,
401 Elliott West LLC

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

10.19* Form of Common Stock Purchase Warrant.

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

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

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

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

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

10.25* 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.
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* Incorporated by reference from Registration Stegat on Form S-1, File No. 333-75817

ITEM 17. UNDERTAKINGS

The registrant hereby undertakes to provide tatiderwriters at the closing specified in the undiimg agreement certificates in the
denominations and registered in the names as eghjoy the underwriters to permit prompt delivergéah purchaser.

Insofar as indemnification by the registrant fabiiities arising under the Securities Act may kenitted to directors, officers and controlli
persons of the registrant pursuant to the provisieferenced in Item 14 of this registration statetor otherwise, the registrant has been
advised that in
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the opinion of the Securities and Exchange Comuonisgiis indemnification is against public policyegressed in the Securities Act, and is,
therefore, unenforceable. In the event that a cfammdemnification against these liabilities (etithan the payment by the registrant of
expenses incurred or paid by a director, officeigantrolling person of the registrant in the siesfel defense of any action, suit or
proceeding) is asserted by a director, officerantmlling person in connection with the securitieing registered hereunder, the registrant
will, unless in the opinion of its counsel the reathas been settled by controlling precedent, stutanai court of appropriate jurisdiction the
guestion whether this indemnification by it is agsipublic policy as expressed in the Securitielsafd will be governed by the final
adjudication 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 SecuritiesoAEB33, as amended, the registrant has duly cahseRegistration Statement to be signed
on its behalf by the undersigned, thereinto dulharized, in the City of Seattle, State of Washimgton the 9th day of September, 1999.

F5 NETWORKS, INC.

By: /sl JEFFREY S. HUSSEY

Jeffrey S. Hussey
CHIEF EXECUTIVE OFFICER AND PRESIDENT

POWER OF ATTORNEY

Each person whose individual signature appears\bleémeby authorizes and appoints Jeffrey S. HuaesdyRobert J. Chamberlain, and each
of them, with full power of substitution and restitagion and full power to act without the othes, lais true and lawful attorney-in-fact and
agent to act in his name, place and stead andetmugin the name and on behalf of each persoivjdindlly and in each capacity stated
below, and to file, any and all amendments to Registration Statement, including any and all pdfgetive amendments and amendments
thereto any registration statement relating tostiiae offering as this Registration Statement thad be effective upon filing pursuant to Rule
462(b) under the Securities Act of 1933, as amenaiedi to file the same, with all exhibits theretnd other documents in connection
therewith, with the Securities and Exchange Comignisgranting unto said attorneys-in-fact and agesd each of them, full power and
authority to do and perform each and every actthimg), ratifying and confirming all that said atters-in-fact and agents or any of them or
their or his substitute or substitutes may lawfaéyor cause to be done by virtue thereof.

Pursuant to the requirements of the SecuritiesoAtB33, as amended, this Registration Statemenbéen signed by the following person
the capacities and on the dates indicated:

SIGNATURE TITLE DATE
Chairman of the Boa rd,
/sl JEFFREY S. HUSSEY Chief Executive O fficer
and President (Pr incipal September 9, 1999
Jeffrey S. Hussey Executive Officer
Vice President of F inance,
/s/ ROBERT J. CHAMBERLAIN Chief Financial O fficer
and Treasurer (Pr incipal September 9, 1999
Robert J. Chamberlain Finance and Accou nting
Officer)

/sl CARLTON G. AMDAHL
Director September 9, 1999

Carlton G. Amdahl
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SIGNATURE

TITLE

/sl KARL D. GUELICH
Director

Karl D. Guelich

/sl ALAN J. HIGGINSON
Director

Alan J. Higginson

/sl SONJA L. HOEL
Director

Sonja L. Hoel

/sl KENT L. JOHNSON
Director

Kent L. Johnson

I1-6

DATE

September 9, 1999

September 9, 1999

September 9, 1999

September 9, 1999



EXHIBIT INDEX
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27.1 Financial Data Schedule.
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F5 NETWORKS, INC.
2,000,000 SHARES (1)
COMMON STOCK
UNDERWRITING AGREEMENT
September ___, 1999

HAMBRECHT & QUIST LLC

BANCBOSTON ROBERTSON STEPHENS INC

BEAR, STEARNS & CO., INC.

DAIN RAUSCHER WESSELS, a division of Dain Rauscherorporated c/o Hambrecht & Quist LLC
One Bush Street

San Francisco, CA 94104

Ladies and Gentlemen:

F5 Networks, Inc., a Washington corporation (heositbed the Company), proposes to issue and s@JDB0 shares of its authorized but
unissued Common Stock, no par value (herein cetledCommon Stock"), and the shareholders of thegamy named in part A of Sched
Il hereto (herein collectively called the "Prima&glling Securityholders," which term shall inclué&cept where otherwise noted, each
shareholder named as an Affiliated Selling Sechdlger in Schedule Il hereto, herein called an iligtied Selling Securityholder” and
collectively, the "Affiliated Selling Securityholdg") severally propose to sell an aggregate of@,(8ID shares of Common Stock of the
Company (said 2,000,000 shares of Common Stoclglfegrein called the "Underwritten Stock"). The Camp and certain shareholders of
the Company named in Part B of Schedule Il hergtdditional Selling Securityholders,") propose t@ugt to the Underwriters (as hereina
defined) an option to purchase up to 300,000 amithtishares of Common Stock, said 300,000 shar€smimon Stock being herein called
"Option Stock" and with the Underwritten Stock hiereollectively called the "Stock.”" The Common Stas more fully described in the
Registration Statement and the Prospectus hereimatintioned. The Primary Selling Securityholderd the Additional Selling
Securityholders shall collectively be referred &vdin as the "Selling Securityholders."

The Company and the Selling Securityholders selyenakeby confirm the agreements made with resjoeitte purchase of the Stock by the
several underwriters, for whom you are acting, mameSchedule | hereto (herein collectively called Underwriters, which term shall also
include any underwriter purchasing Stock pursuarBdction 3(b) hereof). You represent and wartattyou have been authorized by eac
the other Underwriters to enter into this Agreemanits behalf and to act for it in the manner reprovided.

1. REGISTRATION STATEMENT. The Company has filedinihe Securities and Exchange Commission (headladccthe "Commission")
registration statement on Form S-1 (No. 333- ), including the related preliminary prospecfor the registration under the Securities

of 1933, as amended (herein called the "Secudit’y of the Stock. Copies of such registratiortestaent and of each amendment thereto, if
any, including the related preliminary prospectgéting the requirements of Rule 430A of the raled regulations of the Commission)
heretofore filed by the Company with the Commisiane been delivered to you.

(1) Plus an option to purchase from the Companythedidditional Selling Securityholders up to 3@)G&dditional shares to cover over-
allotments.



The term Registration Statement as used in thisesgent shall mean such registration statementidingd all exhibits and financial
statements, all information omitted therefrom iliarece upon Rule 430A and contained in the Prosiseetferred to below, in the form in
which it became effective, and any registratiotesteent filed pursuant to Rule 462(b) of the ruled eegulations of the Commission with
respect to the Stock (herein called a "Rule 46R@gistration Statement"), and, in the event of amgndment thereto after the effective date
of such registration statement (herein called Efée'ttive Date"), shall also mean (from and after ¢ffectiveness of such amendment) such
registration statement as so amended (includingRarg 462(b) registration statement). The term Beotus as used in this Agreement shall
mean the prospectus relating to the Stock firstfivith the Commission pursuant to Rule 424(b)Rakk 430A (or if no such filing is
required, as included in the Registration Statejremd, in the event of any supplement or amendnoesiich prospectus after the Effective
Date, shall also mean (from and after the filinghvthe Commission of such supplement or the effentss of such amendment) such
prospectus as so supplemented or amended. Thétetiminary Prospectus as used in this Agreemait stean each preliminary
prospectus included in such registration statempegat to the time it becomes effective.

The Registration Statement has been declared iwHfaatder the Securities Act, and no post-effecireendment to the Registration
Statement has been filed as of the date of thieégent. The Company has caused to be deliverealitogpies of each Preliminary
Prospectus and has consented to the use of suigs dopthe purposes permitted by the Securitiels Ac

2. REPRESENTATIONS AND WARRANTIES OF THE COMPANY ANTHE SELLING SECURITYHOLDERS.
(&) The Company hereby represents and warrantslaw$:

(i) Each of the Company and its subsidiary has luledyincorporated and is validly existing as apmyation in good standing under the laws
of the jurisdiction of its incorporation, has fatbrporate power and authority to own or leaseribg@rties and conduct its business as
described in the Registration Statement and thepaius and as being conducted, and is duly qehkf a foreign corporation and in good
standing in all jurisdictions in which the charaaé&the property owned or leased or the naturth@business transacted by it makes
qualification necessary (except where the failorbe so qualified would not have a material advefiet on the business, properties,
financial condition or results of operations of bempany (a "Material Adverse Effect")).

(i) Since the respective dates as of which infdramais given in the Registration Statement andRhespectus, there has not been any me
adverse change in the business, properties, fiabomndition or results of operations of the Compahether or not arising from transactions
in the ordinary course of business, other tharetfosth in the Registration Statement and the [frotuis, and since such dates, except in the
ordinary course of business, the Company has rnietazhinto any material transaction not referrethtihe Registration Statement and the
Prospectus.

(iii) The Commission has not issued any order pnéag or suspending the use of any Preliminary [Reotus relating to the proposed offer
of the Stock nor instituted or threatened institgtproceedings for that purpose. The Registrattate8ient and the Prospectus comply, an
the Closing Date (as hereinafter defined) and ater Idate on which Option Stock is to be purchatbedProspectus will comply, in all
material respects, with the provisions of the SéiesrAct and the rules and regulations of the Cassian thereunder; on the Effective Date,
the Registration Statement did not contain anyuenstatement of a material fact and did not omgditéde any material fact required to be
stated therein or necessary in order to make #tersents therein not misleading; and, on the Effed@ate the Prospectus did not and, on the
Closing Date and any later date on which OptiorciSts to be purchased, will not contain any unstatement of a material fact or omit to
state any material fact necessary in order to rifadestatements therein, in the light of the circtamses under which they were made, not
misleading; PROVIDED, HOWEVER, that none of theres@ntations and warranties in this subparagrdipkiall apply to statements in, or
omissions from, the Registration Statement or ttesfectus made in reliance upon and in conformitly imformation herein or otherwise
furnished in writing to the Company by or on beladlthe Underwriters for use in the Registratioat&ment or the Prospectus.

(iv) The Company's authorized, issued and outstancipitalization as of June 30, 1999 is as s#t fander the caption "Capitalization" in
Prospectus. The Stock is duly and validly authakize



and, when issued and sold to the several Undersidted upon the delivery of and payment for suehteshof the Stock, as provided herein,
will be duly and validly issued, fully paid and ramsessable, and the Underwriters will receive gombimarketable title thereto, free and ¢
of all liens, encumbrances, equities, securityregts and claims whatsoever. The capital stockorors in all material respects to the
description thereof contained in the Prospectusfuxtber approval or authority of the shareholdmrghe Board of Directors of the Company
will be required for the issuance and sale of ttuelSby the Company as contemplated herein oradktiowledge of the Company for the
transfer and sale of the Stock to be sold by thin§eSecurityholders. The shares of capital stoatstanding prior to the issuance of the
Underwritten Stock and, if any, the Option Stockénheen duly authorized and are validly issuedy fodiid and nonassessable.

(v) Prior to the Closing Date, the Stock to be égband sold under this Agreement will be authoripedisting by the Nasdaqg National
Market (herein called "NNM") upon official noticé @msuance of the Stock.

(vi) Except as disclosed in the Registration Statetmand except for stock options and shares ofrtmmStock granted or purchased in the
ordinary course of business after June 30, 1998uaumt to the equity incentive plans disclosed éRlegistration Statement ("Option Plans"),
the Company does not have outstanding any optiomsaoants to purchase, or any preemptive rightstteer rights to subscribe or to
purchase or rights of co- sale, any securitiesbtigations convertible or exercisable into, or @opntracts or commitments to issue or sell or
register for sale, shares of its capital stockmyr such options, warrants, rights, convertible siéies, exercisable securities or obligations.

(vii) PricewaterhouseCoopers LLP, who have ceditige consolidated financial statements includetthénRegistration Statement, have
represented to the Company that they are, anddhg@ny has no reason to believe that such repegsents incorrect, independent public
accountants as required by the Securities Act lamdules and regulations of the Commission thereund

(viii) The financial statements of the Company,dtigr with related notes and schedules as setifottie Registration Statement ("Financial
Statements"), present fairly the financial positiord the results of operations of the Companyheitrtdicated dates and for the indicated
periods. The Financial Statements have been préjragecordance with generally accepted accoumtiimgiples, consistently applied
throughout the periods involved, and all adjustreer@cessary for a fair presentation of resultsfich periods have been made. The selected
and summary financial data contained in the Regfistn Statement and the financial information sethf under the caption "Management's
Discussion and Analysis of Financial Condition &w®bults of Operations” present fairly the informmatshown therein and have been
compiled on a basis consistent with the Finandialeégnents. Other than as set forth in the Finai@t@ements, the Company has no material
liabilities, contingent or otherwise, other thaabiilities incurred in the ordinary course of busiand described in the Registration Staten

(ix) Each of the Company and its subsidiary hasifall tax returns required to be filed and had paiis contesting in good faith all taxes
shown thereon as due, and there is no tax defigitvat has been or might be asserted against thgo@uy or its subsidiary that will or might
have a Material Adverse Effect as of the date Heeewl all tax liabilities are adequately providedin the Financial Statements of the
Company as of the date thereof.

(x) The Company is not in violation or default unday provision of its Articles of Incorporation Bylaws as of the Closing Date and any
later date upon which the Option Stock is purchasedny indenture, license, mortgage, lease, fige¢ permit, deed of trust or other
agreement or instrument to which the Company iartypr by which the Company or any of its propestis bound or may be affected, exc
where such violation or default would not have advial Adverse Effect.

(xi) The Company has full legal right, power andhawity to enter into this Agreement and perforra transactions contemplated hereby.
Agreement has been duly authorized, executed diekr by the Company and is a valid and bindiggeeament on the part of the
Company, enforceable in accordance with its teersept as rights to indemnity and contribution bader may be limited by applicable Ie
and except as the enforcement hereof may be lirbjegbplicable bankruptcy, insolvency, reorganati
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moratorium or other similar laws affecting crediaights generally, or by general equitable pphes. The execution and performance of this
Agreement and the consummation of the transactiensin contemplated, including, but not limitedttee issuance and sale of the Stock by
the Company and the sale of the Stock by the $eBecurityholders do not and will not: (i) confligith, or result in a breach of, or violation
of, any of the terms or provisions of, or consgtugither by itself or upon notice or the passdgare or both, a default under, any indenture,
license, mortgage, lease, franchise, permit, désadist or other agreement or instrument to whiehh €ompany is a party or by which the
Company or any of its properties is bound or magfected, except where such breach, violationedault would not have a Material
Adverse Effect, (ii) violate any of the provisiookthe Articles of Incorporation or Bylaws of th@@pany in effect as of the Closing Date
any later date upon which the Option Stock is paseld, (iii) violate any order, judgment, statutde or regulation applicable to the Compi

or of any regulatory, administrative or governmébtady or agency having jurisdiction over the Compar any of its properties or assets, or
(iv) result in the creation or imposition of angni charge or encumbrance upon any assets or pespefrthe Company.

(xii) Any consent, approval, authorization, ordegistration, filing, qualification, license or peit of or with any court or any public,
governmental or regulatory agency or body havimiggliction over the Company or any of its propertie assets which is required for the
execution, delivery and performance of this Agreenue the consummation of the transactions contataglhereby, including the issuance,
sale and delivery of the Stock to be issued, sottidelivered by the Company hereunder, have betinell, including the registration of the
Stock under the Securities Act, listing of the sisamn the NNM and such consents, approvals, aattamns, orders, registrations, filings,
qualifications, licenses and permits as may beirequnder state securities or Blue Sky laws innemtion with the purchase and distribution
of the Stock by the Underwriters.

(xiii) There is no pending or, to the Company's\kiexlge, threatened action, suit, claim or procegdigainst the Company or its subsidiary
or any of its respective officers or any of itspestive properties, assets or rights before anyt @rigovernmental agency or body or
otherwise which (i) might have a Material AdverdéeEt, (i) might prevent consummation of the tracsons contemplated hereby or (iii) is
required to be disclosed in the Registration Statérand not otherwise disclosed; and there arentracts or documents of the Company
that are required to be described in the Prospecttesbe filed as exhibits to the Registrationt&tgent which have not been fairly and
accurately described in all material respects énRlospectus and filed as exhibits to the Registr&tatement. The contracts so described in
the Prospectus are in full force and effect ondéie hereof, and neither the Company nor, to thregamy's knowledge, any other party is in
breach of or default under any of such contracts.

(xiv) Other than as set forth in the Registratidtat&mnent, no claim is pending or, to the Compakrytsvledge, threatened to the effect that
present or past operations of the Company or lisidiary infringe upon or conflict with the right$ others with respect to any licenses,
patents, patent rights, patent applications, traks) trademark applications, trade names, copigigiade secrets, drawings, schematics,
applications, technology, know-how and other talegétnd intangible proprietary information or maaé(i'Intellectual Property") which

would impair the ability of the Company or its sigigry to conduct its respective businesses a®ntlyrconducted; no claim is pending or
the Company's knowledge, threatened regarding ¢timep@ny's or its subsidiary's ownership or othearast in, or rights under, any
Intellectual Property which is necessary in anypees to permit the Company or its subsidiary ositbsidiary to conduct its businesses as
currently conducted; and, no claim is pending @the Company's knowledge, threatened to the dfiettany Intellectual Property owned by
or licensed to the Company or its subsidiary iglitvor unenforceable. Except as disclosed in tiospectus, the Company and its subsidiary
owns, or has licensed or otherwise has sufficights to, all Intellectual Property used or progbsebe used in the business of the Company
or its subsidiary as currently conducted. Excepitherwise disclosed in the Prospectus, no contagceement or understanding between the
Company and any other party exists which would ideper prevent in any respect the continued usédZbmpany or its subsidiary of the
entire right, title and interest of the Companytsrsubsidiary in and to any Intellectual Propersgd in the business of the Company or its
subsidiary as currently conducted.

(xv) The Company has not taken and will not takesatly or indirectly, any action designed to oatimight be reasonably expected to cause
or result in stabilization or manipulation of thege of the Common Stock to facilitate the saleemale of the Stock.
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(xvi) Except as described in the Prospectus, nddraif securities of the Company has any righthéaregistration of securities of the
Company because of the filing of the Registratitate3nent or otherwise in connection with the séléne Stock contemplated hereby, other
than those that have been expressly waived pritret@ate hereof. There are no registration righitts respect to the sale and issuance of the
Stock, other than those that have been expressiyedarior to the date hereof.

(xvii) The Company is not an "investment companya@ompany "controlled" by an "investment compawnithin the meaning of the
Investment Company Act of 1940, as amended, andutee and regulations thereunder.

(b) Each of the Selling Securityholders, severatig not jointly, hereby represents and warranfelisvs:

(i) Such Selling Securityholder has good and matiettitle to all the shares of Stock to be soldbgh Selling Securityholder hereunder,
and clear of all liens, encumbrances, equitiegjritgdnterests and claims whatsoever, with fujhti and authority to deliver the same
hereunder, subject, in the case of each Sellingrégleolder, to the rights of American Stock Tragrs& Trust Company, as custodian (herein
called the "Custodian"), and that upon the delivafrgnd payment for such shares of the Stock heenithe several Underwriters will rece
good and marketable title thereto, free and cléatl diens, encumbrances, equities, security ggts and claims whatsoever.

(i) Certificates in negotiable form for the shamdghe Stock to be sold by such Selling Securityaohave been placed in custody under a
Custody Agreement for delivery under this Agreenwith the Custodian; such Selling Securityholdezcfically agrees that the shares of
Stock represented by the certificates so held stocly for such Selling Securityholder are subjedhe interests of the several Underwriters
and the Company, that the arrangements made bySaltihg Securityholder for such custody, includthg Power of Attorney provided for

in such Custody Agreement, are to that extent acable, and that the obligations of such SellinguBg/holder shall not be terminated by
any act of such Selling Securityholder or by ogerabf law, whether by the death or incapacity wdts Selling Securityholder (or, in the case
of a Selling Securityholder that is not an indivaditthe dissolution or liquidation of such Selligcurityholder) or the occurrence of any o
event; if any such death, incapacity, dissolutlimuidation or other such event should occur betheedelivery of such shares of the Stock
hereunder, certificates for such shares of thekStball be delivered by the Custodian in accordanitie the terms and conditions of this
Agreement as if such death, incapacity, dissolutignidation or other event had not occurred, rdgess of whether the Custodian shall have
received notice of such death, incapacity, dissmiytiquidation or other event.

(c) Each of the Affiliated Selling Securityholddrsreby represents and warrants that such Affili&teling Securityholder has reviewed the
Registration Statement and Prospectus and, althswcih Affiliated Selling Securityholder has notepgndently verified the accuracy or
completeness of all the information contained timgmeothing has come to the attention of such Asffidld Selling Securityholder that would
lead such Affiliated Selling Securityholder to lesié that on the Effective Date, the Registrati@te®hent contained any untrue statement
material fact or omitted to state any material facjuired to be stated therein or necessary irr dodmake the statements therein not
misleading; and, on the Effective Date the Prospecontained and, on the Closing Date and any ditter on which Option Stock is to be
purchased, contains any untrue statement of a ialdfi@et or omitted or omits to state any mateféalt necessary in order to make the
statements therein, in the light of the circumsésnender which they were made, not misleading; PRED, HOWEVER, that none of the
representations and warranties in this paragrapsh@l apply to statements in, or omissions frtm, Registration Statement or the
Prospectus made in reliance upon and in conforwiity information herein or otherwise furnished intimg to the Company by or on behalf
of the Underwriters for use in the Registrationt&teent or the Prospectus.

3. PURCHASE OF THE STOCK BY THE UNDERWRITERS.

(a) On the basis of the representations and waesaahd subject to the terms and conditions hesetiforth, the Company agrees to issue and
sell 500,000 shares of the Underwritten Stock éoWhderwriters, the Primary Selling Securityholdegsee to sell to the Underwriters the
number of shares of the Underwritten Stock



set forth in Schedule Il opposite the name of daiimary Selling Securityholders, and each of thel&writers agrees to purchase from the
Company and the Primary Selling Securityholderséspective aggregate number of shares of Undeéewr8tock set forth opposite their
names in Schedule I. The price at which such shaErgaderwritten Stock shall be sold by the Compang the Primary Selling
Securityholders and purchased by the Underwritead be per share. The obligation of edoderwriter to the Company and the
Primary Selling Securityholders shall be to purehfaism the Company and the Primary Selling Sechoiiyers that number of shares of the
Underwritten Stock which represents the same ptpoof the total number of shares of the UndenemitStock to be sold by each of the
Company and the Primary Selling Securityholderspannt to this Agreement as the number of shardsedinderwritten Stock set forth
opposite the name of such Underwriter in Schedblkeréto represents of the total number of sharéiseoynderwritten Stock to be purchased
by all Underwriters pursuant to this Agreementadgisted by Hambrecht & Quist LLC in such manneHambrecht & Quist LLC deems
advisable to avoid fractional shares. In making thgreement, each Underwriter is contracting selyesad not jointly; except as provided in
paragraphs (b) and (c) of this Section 3, the ages of each Underwriter is to purchase only tlspeetive number of shares of the
Underwritten Stock specified in Schedule 1.

(b) If for any reason one or more of the Underwsitghall fail or refuse (otherwise than for a remasofficient to justify the termination of this
Agreement under the provisions of Section 8 orr@d@ to purchase and pay for the number of shafrése Stock agreed to be purchased by
such Underwriter or Underwriters, the Company er 3elling Securityholders shall immediately givéicethereof to you, and the non-
defaulting Underwriters shall have the right witih hours after the receipt by you of such noticpurchase, or procure one or more other
Underwriters to purchase, in such proportions ag b@sagreed upon between you and such purchasidgriariter or Underwriters and upon
the terms herein set forth, all or any part ofghares of the Stock which such defaulting Undeenat Underwriters agreed to purchase. If
the non-defaulting Underwriters fail so to maketsacrangements with respect to all such sharepariibn, the number of shares of the
Stock which each non-defaulting Underwriter is ottise obligated to purchase under this Agreemeait ble automatically increased on a
pro rata basis to absorb the remaining shares amidmp which the defaulting Underwriter or Underters agreed to purchase; PROVIDED,
HOWEVER, that the non- defaulting Underwriters $hak be obligated to purchase the shares andopmonthich the defaulting Underwriter
or Underwriters agreed to purchase if the aggregateber of such shares of the Stock exceeds 1abedbtal number of shares of the Stock
which all Underwriters agreed to purchase hereurflthre total number of shares of the Stock whtah defaulting Underwriter or
Underwriters agreed to purchase shall not be pssghar absorbed in accordance with the two preges#intences, the Company and the
Selling Securityholders shall have the right, witBé4 hours next succeeding the 24-hour period abefeered to, to make arrangements with
other underwriters or purchasers satisfactory tofgo purchase of such shares and portion on thestberein set forth. In any such case,
either you or the Company and the Selling Secusityérs shall have the right to postpone the CloBiate determined as provided in Section
5 hereof for not more than seven business daysthftedate originally fixed as the Closing Datesuant to said Section 5 in order that any
necessary changes in the Registration StatemenBrtispectus or any other documents or arrangemeytde made. If neither the non-
defaulting Underwriters nor the Company and thdir@eBSecurityholders shall make arrangements withé24-hour periods stated above for
the purchase of all the shares of the Stock wltietdefaulting Underwriter or Underwriters agreegiochase hereunder, this Agreement
shall be terminated without further act or deed waittout any liability on the part of the Companytbe Selling Securityholders to any non-
defaulting Underwriter and without any liability ¢ime part of any non-defaulting Underwriter to @@mpany or the Selling Securityholders.
Nothing in this paragraph (b), and no action talkereunder, shall relieve any defaulting Underwiitem liability in respect of any default
such Underwriter under this Agreement.

(c) On the basis of the representations, warraatieiscovenants herein contained, and subject ttethes and conditions herein set forth, the
Company and the Additional Selling Securityholdgrant an option to the several Underwriters to pase, severally and not jointly, up to
300,000 shares in the aggregate of the Option Stoakthe Company and such Additional Selling Seghbolders at the same price per share
as the Underwriters shall pay for the Underwrititack. Said option may be exercised only to cover-allotments in the sale of the
Underwritten Stock by the Underwriters and may kereised in whole or in part at any time (but narenthan once) on or before the thirti
day after the date of this Agreement upon writtetetegraphic notice by you to the Company settorth the aggregate number of shares of
the Option Stock as to which the several Underveritge exercising the option. Delivery of certifesifor the shares of Option Stock, and
payment therefor, shall be made as provided ini@eéthereof. The number of shares of the OptiatiSto
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be purchased by each Underwriter shall be the g@muentage of the total number of shares of théo®8tock to be purchased by the se\
Underwriters as such Underwriter is purchasindhefWnderwritten Stock, as adjusted by you in suanmar as you deem advisable to avoid
fractional shares.

4. OFFERING BY UNDERWRITERS.

(a) The terms of the public offering by the Undétans of the Stock to be purchased by them shadisheet forth in the Prospectus. The
Underwriters may from time to time change the pubffering price after the closing of the publidesfng and increase or decrease the
concessions and discounts to dealers as they ntegyrdee.

(b) The information set forth in the last paragrapithe front cover page and under "Underwritimgthie Registration Statement, any
Preliminary Prospectus and the Prospectus relttitige Stock filed by the Company (insofar as snétrmation relates to the Underwriters)
constitutes the only information furnished by thedérwriters to the Company for inclusion in the Regtion Statement, any Preliminary
Prospectus, and the Prospectus, and you on bdhh# cespective Underwriters represent and wattatite Company that the statements
made therein are correct.

5. DELIVERY OF AND PAYMENT FOR THE STOCK.

(a) Delivery of certificates for the shares of thederwritten Stock and the Option Stock (if theioptgranted by Section 3(c) hereof shall
have been exercised not later than 7:00 A.M., Sandisco time, on the date two business days piregéioe Closing Date), and payment
therefor, shall be made at the office of Hellerrgan White & McAuliffe, at 7:00 a.m., San Francidtoe, on the fourth business day after
date of this Agreement, or at such time on suckradly, not later than seven full business days atich fourth business day, as shall be
agreed upon in writing by the Company, the Selsgurityholders and you. The date and hour of sietikery and payment (which may be
postponed as provided in Section 3(b) hereof) areih called the Closing Date.

(b) If the option granted by Section 3(c) hereddlshe exercised after 7:00 a.m., San Francisce,ton the date two business days preceding
the Closing Date, delivery of certificates for gteares of Option Stock, and payment therefor, $lgathade at the office of Heller Ehrman
White & McAuliffe, at 7:00 a.m., San Francisco tinom the third business day after the exercisaic ®ption.

(c) Payment for the Stock purchased from the Comghall be made to the Company or its order andngayy for the Stock purchased from
the Selling Securityholders shall be made to thst@ian, for the account of the Selling Securitgleo, in each case by wire transfer of
immediately available funds. Such payment shathlaele upon delivery of certificates for the Stockao for the respective accounts of the
several Underwriters against receipt therefor sigmeyou. Certificates for the Stock to be delivkte you shall be registered in such name or
names and shall be in such denominations as youeeaest at least one business day before then@l®@ste, in the case of Underwritten
Stock, and at least one business day prior tothehpse thereof, in the case of the Option StoskhS$ertificates will be made available to
the Underwriters for inspection, checking and pgaka at the offices of Lewco Securities CorporatidmBroadway, New York, New York
10004 on the business day prior to the Closing Dgten the case of the Option Stock, by 3:00 pMew York time, on the business day
preceding the date of purchase.

It is understood that you, individually and notlwehalf of the Underwriters, may (but shall not bégated to) make payment to the Comp
and the Selling Securityholders for shares to behmased by any Underwriter whose check shall ne¢ teeen received by you on the Closing
Date or any later date on which Option Stock ixhased for the account of such Underwriter. Anyhsueyment by you shall not relieve
such Underwriter from any of its obligations heréein



6. FURTHER AGREEMENTS OF THE COMPANY. The Compamyenants and agrees as follows:

(&) The Company will (i) prepare and timely filettvthe Commission under Rule 424(b) a Prospectotagung information previously
omitted at the time of effectiveness of the Regtfiin Statement in reliance on Rule 430A and () file any amendment to the Registration
Statement or supplement to the Prospectus of waatshall not previously have been advised andghed with a copy or to which you
shall have reasonably objected in writing or whighot in compliance with the Securities Act or thkes and regulations of the Commission.

(b) The Company will promptly notify each Undeneriin the event of (i) the request by the Commis$ar amendment of the Registration
Statement or for supplement to the Prospectusrarfp additional information,

(i) the issuance by the Commission of any stogprtispending the effectiveness of the Registr&tatement, (iii) the institution or notice

of intended institution of any action or proceediogthat purpose, (iv) the receipt by the Compahgny notification with respect to the
suspension of the qualification of the Stock fdesa any jurisdiction, or (v) the receipt by it obtice of the initiation or threatening of any
proceeding for such purpose. The Company will malery reasonable effort to prevent the issuanseid a stop order and, if such an order
shall at any time be issued, to obtain the with@lavereof at the earliest possible moment.

(c) The Company will (i) on or before the ClosingtB, deliver to you a signed copy of the RegisiraStatement as originally filed and of
each amendment thereto filed prior to the timeRbgistration Statement becomes effective and, ptigrapon the filing thereof, a signed
copy of each post-effective amendment, if anyhtoRegistration Statement (together with, in eadecall exhibits thereto unless previously
furnished to you) and will also deliver to you, fiistribution to the Underwriters, a sufficient nioen of additional conformed copies of each
of the foregoing (but without exhibits) so that ampy of each may be distributed to each Underwr(ig as promptly as possible deliver to
you and send to the several Underwriters, at stfidemr offices as you may designate, as manyaopf the Prospectus as you n
reasonably request, and (iii) thereafter from ttm&me during the period in which a prospectueuired by law to be delivered by an
Underwriter or dealer, likewise send to the Undé&exs as many additional copies of the Prospeatdsaa many copies of any supplement to
the Prospectus and of any amended prospectuspifi¢te Company with the Commission, as you magaeably request for the purposes
contemplated by the Securities Act.

(d) If at any time during the period in which a gpectus is required by law to be delivered by adddwriter or dealer any event relating tc
affecting the Company, or of which the Company ldbaladvised in writing by you, shall occur as sufeof which it is necessary, in the
opinion of counsel for the Company or of counseltfie Underwriters, to supplement or amend thep#ratsis in order to make the Prospe
not misleading in the light of the circumstancetsiixg at the time it is delivered to a purchadethe Stock, the Company will forthwith
prepare and file with the Commission a supplemethé¢ Prospectus or an amended prospectus stéhBtaspectus as so supplemented or
amended will not contain any untrue statementrobgerial fact or omit to state any material faatessary in order to make the statements
therein, in the light of the circumstances existitghe time such Prospectus is delivered to sucthaser, not misleading. If, after the public
offering of the Stock by the Underwriters and dgrguch period, the Underwriters shall propose ty tlee terms of offering thereof by rea:
of changes in general market conditions or otherwisu will advise the Company in writing of theposed variation, and, if in the opinion
either of counsel for the Company or of counselifier Underwriters such proposed variation requitasthe Prospectus be supplemented or
amended, the Company will forthwith prepare anel\fiith the Commission a supplement to the Prospemtan amended prospectus setting
forth such variation. The Company authorizes thdéswriters and all dealers to whom any of the Stoely be sold by the several
Underwriters to use the Prospectus, as from tinterte amended or supplemented, in connection Wwithstle of the Stock in accordance v
the applicable provisions of the Securities Act #ralapplicable rules and regulations thereundesifoh period.

(e) Prior to the filing thereof with the Commissjahe Company will submit to you, for your inforriat, a copy of any post-effective
amendment to the Registration Statement and arplesupnt to the Prospectus or any amended prospeipesed to be filed.

() The Company will cooperate, when and as regaely you, in the qualification of the Stock fofesfand sale under the securities or blue
sky laws of such jurisdictions as you may desigaatg, during



the period in which a prospectus is required bytawe delivered by an Underwriter or dealer, irgiag such qualifications in good standing
under said securities or blue sky laws; PROVIDERDWEVER, that the Company shall not be obligatefiécany general consent to serv

of process or to qualify as a foreign corporatiomiy jurisdiction in which it is not so qualifiehe Company will, from time to time, prep:
and file such statements, reports, and other dooteas are or may be required to continue suchifigagibns in effect for so long a period as
you may reasonably request for distribution of Steck.

(9) During a period of five years commencing witle date hereof, the Company will furnish to you smeach Underwriter who may so
request in writing, copies of all periodic and spereports furnished to shareholders of the Comgzand of all information, documents and
reports filed with the Commission.

(h) Not later than the 45th day following the eridie fiscal quarter first occurring after the fiesniversary of the Effective Date, the
Company will make generally available to its sefyunolders an earnings statement in accordanceSettion 11(a) of the Securities Act and
Rule 158 thereunder.

(i) The Company agrees to pay all costs and exgdns@&lent to the performance of the obligationthef Company and the Selling
Securityholders under this Agreement, includingcalits and expenses incident to (i) the prepargionting and filing with the Commission
and the National Association of Securities Dealers, ("NASD") of the Registration Statement, amglninary Prospectus and the
Prospectus, (i) the furnishing to the Underwritefgopies of any Preliminary Prospectus and ofséneeral documents required by paragraph
(c) of this Section 6 to be so furnished,

(iii) the printing of this Agreement and relatedcdments delivered to the Underwriters, (iv) theparation, printing and filing of all
supplements and amendments to the Prospectusegtferin paragraph (d) of this Section 6,

(v) the furnishing to you and the Underwriterstod teports and information referred to in paragr@ptof this Section 6 and (vi) the printing
and issuance of stock certificates, including thagdfer agent's fees. The Selling Securityholddipay any transfer taxes incident to the
transfer to the Underwriters of the shares of Stueikg sold by the Selling Securityholders.

()) The Company agrees to reimburse you, for tlwaet of the several Underwriters, for blue skysfaad related disbursements (including
counsel fees and disbursements and cost of printergoranda for the Underwriters) paid by or foralseount of the Underwriters or their
counsel in qualifying the Stock under state sei@sribr blue sky laws and in the review of the affgby the NASD.

(k) The Company hereby agrees that, without ther pvritten consent of Hambrecht & Quist LLC on bilodthe Underwriters, the Compa
will not, for a period of 90 days following the efftive date of the Registration Statement, diremtlyndirectly, sell, offer, contract to sell,
transfer the economic risk of ownership in, makg stmort sale, pledge or otherwise dispose of aayeshof Common Stock or any securities
convertible into or exchangeable or exercisablefany rights to purchase or acquire Common Stbhk.foregoing sentence shall not apply
to (A) the Stock to be sold to the Underwritersgmamt to this Agreement, (B) Common Stock or ogtitanpurchase Common Stock or other
equity incentives granted under the Option Plans,

(C) shares of Common Stock issued by the Companw thge exercise of options granted under the Offtlans or upon the exercise of
warrants outstanding as of the date hereof, and@#pital stock issued in connection with acquisiior strategic alliances entered into by the
Company, provided that the Company shall notify lHesoht & Quist LLC of such proposed acquisitionteast five

(5) business days prior to entering into a leghihding letter of intent or a definitive agreemaiith respect to such acquisitions.

() If at any time during the 25-day period aftee tRegistration Statement becomes effective anprupublication or event relating to or
affecting the Company shall occur as a result attvim your opinion the market price for the Stds been or is likely to be materially
affected (regardless of whether such rumor, putidinaor event necessitates a supplement to or amenidof the Prospectus), the Company
will, after written notice from you advising the @pany to the effect set forth above, forthwith ep consult with you concerning the
substance of, and disseminate a press releaskarrmitblic statement, reasonably satisfactory tg yesponding to or commenting on such
rumor, publication or event.

(m) The Company is familiar with the Investment Gamy Act of 1940, as amended, and has in the pasiucted its affairs, and will in the
future conduct its affairs, in such a manner taiemshat the Company was not and will not be ame'stment company" or a company
"controlled" by an "investment

10



company" within the meaning of the Investment Conypact of 1940, as amended, and the rules and aégus thereunder.
7. INDEMNIFICATION AND CONTRIBUTION.

(a) The Company agrees to indemnify and hold hasndach Underwriter and each person (including padher or officer thereof) who
controls any Underwriter within the meaning of $&ttl5 of the Securities Act from and against amg all losses, claims, damages or
liabilities, joint or several, to which such indeified parties or any of them may become subjectutigde Securities Act, the Securities
Exchange Act of 1934, as amended (herein calle@Xebange Act), or the common law or otherwise, #@wedCompany agrees to reimburse
each such Underwriter and controlling person for lagal or other expenses (including, except asretise hereinafter provided, reasonable
fees and disbursements of counsel) incurred byetective indemnified parties in connection widieshding against any such losses, cla
damages or liabilities or in connection with anydgtigation or inquiry of, or other proceeding whimay be brought against, the respective
indemnified parties, in each case arising out diased upon (i) any untrue statement or allegedi@rstatement of a material fact contained
in the Registration Statement (including the Proggeas part thereof and any Rule 462(b) registratiatement) or any post-effective
amendment thereto (including any Rule 462(b) regfisin statement), or the omission or alleged oimist state therein a material fact
required to be stated therein or necessary to itiekstatements therein not misleading, or (ii) anrue statement or alleged untrue statel
of a material fact contained in any Preliminarydprctus or the Prospectus (as amended or as sugméinif the Company shall have filed
with the Commission any amendment thereof or supgie thereto) or the omission or alleged omissiostate therein a material fact
necessary in order to make the statements thémeime light of the circumstances under which theye made, not misleading; PROVIDED,
HOWEVER, that (1) the indemnity agreements of tleenPany contained in this paragraph (a) shall nptyajp any such losses, claims,
damages, liabilities or expenses if such statemeainission was made in reliance upon and in comtgrwith information furnished as
herein stated or otherwise furnished in writingite Company by or on behalf of any Underwriterdee in any Preliminary Prospectus or the
Registration Statement or the Prospectus or any anendment thereof or supplement thereto andéntlemnity agreement contained in
this paragraph (a) with respect to any PrelimirRrgspectus shall not inure to the benefit of angddswriter from whom the person asserting
any such losses, claims, damages, liabilities peerges purchased the Stock which is the subjeetdhéor to the benefit of any person
controlling such Underwriter) if at or prior to theitten confirmation of the sale of such Stoclkopy of the Prospectus (or the Prospectus as
amended or supplemented) was not sent or delitersdch person and the untrue statement or omis§iammaterial fact contained in such
Preliminary Prospectus was corrected in the Praspdor the Prospectus as amended or supplemenikxds the failure is the result of
noncompliance by the Company with paragraph (§eaftion 6 hereof. The indemnity agreements of th@@any contained in this paragr:
(a) and the representations and warranties of thregany contained in Section 2 hereof shall rempgrative and in full force and effect
regardless of any investigation made by or on betiany indemnified party and shall survive théivdery of and payment for the Stock.

(b) Subject to the provisions of paragraph (g)his t

Section 7, the Selling Securityholders severallg aot jointly agree to indemnify and hold harmleash Underwriter and each person
(including each partner or officer thereof) who tols any Underwriter within the meaning of

Section 15 of the Securities Act from and againgtand all losses, claims, damages or liabilifi@#st or several, to which such indemnified
parties or any of them may become subject undeB#uarrities Act, the Exchange Act or the commondawtherwise, and the Selling
Securityholders severally and not jointly agreegionburse each such Underwriter and each persoludiimg each partner or officer thereof)
who controls any Underwriter within the meaning of

Section 15 of the Securities Act for any legal tites expenses (including, except as otherwise iafter provided, reasonable fees and
disbursements of counsel) incurred by the respedatidemnified parties in connection with defendagginst any such losses, claims,
damages or liabilities or in connection with anydstigation or inquiry of, or other proceeding whiomay be brought against, the respective
indemnified parties, in each case arising out dfaged upon (i) information pertaining to suchisglSecurityholder furnished by or on
behalf of such Selling Securityholder expresslyuse in any Preliminary Prospectus or the Registrétatement or the Prospectus or any
such amendment thereof or supplement theretdagiiy that would constitute a breach of any repriagien or warranty of such Selling
Securityholder set forth in Section 2(b) hereof(iibyin the case of an Affiliated Selling Secwytiblder, facts that would constitute a breach of
any representation or warranty of such Affiliatesllifig Securityholder set forth in Section 2(c)éaft The indemnity agreements of the
Selling Securityholders contained in this paragré@tand the representations and warranties o#iing Securityholders contained
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in Section 2 hereof shall remain operative andiinférce and effect regardless of any investigativade by or on behalf of any indemnified
party and shall survive the delivery of and paynfenthe Stock.

(c) Each Underwriter severally agrees to indemaifg hold harmless the Company and the Selling &glealders, each of its officers who
signs the Registration Statement on his own befrgdtirsuant to a power of attorney, each of iteaors, each other Underwriter and each
person (including each partner or officer theredip controls the Company or any such other Undéswwithin the meaning of Section 15
of the Securities Act and the Selling Securityhaddé&om and against any and all losses, claimsadges or liabilities, joint or several, to
which such indemnified parties or any of them magdme subject under the Securities Act, the Exahadag, or the common law or
otherwise and to reimburse each of them for angllegother expenses (including, except as otheriwiseinafter provided, reasonable fees
and disbursements of counsel) incurred by the otispeeindemnified parties in connection with defamgagainst any such losses, claims,
damages or liabilities or in connection with anydstigation or inquiry of, or other proceeding whioay be brought against, the respective
indemnified parties, in each case arising out diased upon (i) any untrue statement or allegedi@rstatement of a material fact contained
in the Registration Statement (including the Proggeas part thereof and any Rule 462(b) registratiatement) or any post-effective
amendment thereto (including any Rule 462(b) resjisin statement) or the omission or alleged oris#d state therein a material fact
required to be stated therein or necessary to riekstatements therein not misleading or (ii) antyue statement or alleged untrue statement
of a material fact contained in the Prospectusfaended or as supplemented if the Company shadl filed with the Commission any
amendment thereof or supplement thereto) or thesiom or alleged omission to state therein a natxtt necessary in order to make the
statements therein, in the light of the circumstsnender which they were made, not misleadingighstatement or omission was made in
reliance upon and in conformity with informatiorriiished as herein stated or otherwise furnishedriting to the Company by or on behalf
of such indemnifying Underwriter for use in the Rgtion Statement or the Prospectus or any sondment thereof or supplement
thereto. The indemnity agreement of each Underncitatained in this paragraph (c) shall remain apes and in full force and effect
regardless of any investigation made by or on betiany indemnified party and shall survive théivery of and payment for the Stock.

(d) Each party indemnified under the provisionpafagraphs (a), (b) and (c) of this Section 7 agtleat, upon the service of a summons or
other initial legal process upon it in any actiorsait instituted against it or upon its receiptaftten notification of the commencement of
any investigation or inquiry of, or proceeding agj it in respect of which indemnity may be soughtaccount of any indemnity agreement
contained in such paragraphs, it will promptly givetten notice (herein called the Notice) of sisehvice or notification to the party or par
from whom indemnification may be sought hereunbtlerindemnification provided for in such paragraghall be available to any party who
shall fail so to give the Notice if the party to @vh such Notice was not given was unaware of thergcsuit, investigation, inquiry or
proceeding to which the Notice would have related was prejudiced by the failure to give the Nqtlwat the omission so to notify such
indemnifying party or parties of any such servicaatification shall not relieve such indemnifyipgrty or parties from any liability which it
or they may have to the indemnified party for ciimttion or otherwise than on account of such indgragreement. Any indemnifying party
shall be entitled at its own expense to particifiathe defense of any action, suit or proceedugjrest, or investigation or inquiry of, an
indemnified party. Any indemnifying party shall batitled, if it so elects within a reasonable tiafter receipt of the Notice by giving written
notice (herein called the Notice of Defense) toititemnified party, to assume (alone or in conjiomctvith any other indemnifying party or
parties) the entire defense of such action, swigstigation, inquiry or proceeding, in which eveath defense shall be conducted, at the
expense of the indemnifying party or parties, byresel chosen by such indemnifying party or padied reasonably satisfactory to the
indemnified party or parties; PROVIDED, HOWEVERatt{i) if the indemnified party or parties reasoyatetermine that there may be a
conflict between the positions of the indemnifyjpayty or parties and of the indemnified party ortipa in conducting the defense of such
action, suit, investigation, inquiry or proceedmthat there may be legal defenses availabledb sdemnified party or parties different fr
or in addition to those available to the indemmifyparty or parties, then counsel for the inderedifbarty or parties shall be entitled to
conduct the defense to the extent reasonably ditednby such counsel to be necessary to proteéhthests of the indemnified party or
parties and (ii) in any event, the indemnified pant parties shall be entitled to have counsel ehds/ such indemnified party or parties
participate in, but not conduct, the defense. Ifhim a reasonable time after receipt of the Ngtaeindemnifying party gives a Notice of
Defense and the counsel chosen by the indemnifyamty or parties is reasonably
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satisfactory to the indemnified party or partié® indemnifying party or parties will not be liahlader paragraphs (a) through (d) of this
Section 7 for any legal or other expenses subsdéiguaourred by the indemnified party or partiescionnection with the defense of the act
suit, investigation, inquiry or proceeding, exctyat (A) the indemnifying party or parties shalbb¢he legal and other expenses incurred in
connection with the conduct of the defense asnefieto in clause (i) of the proviso to the precgdientence and (B) the indemnifying party
or parties shall bear such other expenses aghiegrhave authorized to be incurred by the indeiehiparty or parties. If, within a reasonable
time after receipt of the Notice, no Notice of Defe has been given, the indemnifying party or eaughall be responsible for any legal or
other expenses incurred by the indemnified parfyasties in connection with the defense of theoa¢tsuit, investigation, inquiry or
proceeding.

(e) If the indemnification provided for in this Sien 7 is unavailable or insufficient to hold haas$ an indemnified party under paragrapt
(b) or (c) of this Section 7, then each indemnidyparty, in lieu of indemnifying such indemnifiedry, shall contribute to the amount paid or
payable by such indemnified party as a result efldsses, claims, damages or liabilities referoeid paragraph (a), (b) or (c) of this Sectio
() in such proportion as is appropriate to reflihet relative benefits received by each indemngyparty from the offering of the Stock or (ii)
if the allocation provided by clause (i) above @& permitted by applicable law, in such proportamnis appropriate to reflect not only the
relative benefits referred to in clause (i) abouediso the relative fault of each indemnifyingtyan connection with the statements or
omissions that resulted in such losses, claimsadasor liabilities, or actions in respect therasfyvell as any other relevant equitable
considerations. The relative benefits receivedhgy@ompany and the Selling Securityholders on tieehand and the Underwriters on the
other shall be deemed to be in the same respquiportions as the total net proceeds from therioffeof the Stock received by the Comp.
and the Selling Securityholders and the total uwdéng discount received by the Underwriters, asferth in the table on the cover page of
the Prospectus, bear to the aggregate public offgniice of the Stock. Relative fault shall be daieed by reference to, among other things,
whether the untrue or alleged untrue statementoéirial fact or the omission or alleged omissmatate a material fact relates to
information supplied by each indemnifying party dhe parties' relative intent, knowledge, accessfrmation and opportunity to correct
prevent such untrue statement or omission.

The parties agree that it would not be just andteble if contributions pursuant to this paragréphwere to be determined by pro rata
allocation (even if the Underwriters were treatedae entity for such purpose) or by any other oektf allocation which does not take into
account the equitable considerations referred thérfirst sentence of this paragraph (e). The arhpaid by an indemnified party as a result
of the losses, claims, damages or liabilities,atioas in respect thereof, referred to in the f#sttence of this paragraph (e) shall be deen
include any legal or other expenses reasonablyri@dby such indemnified party in connection witkigstigation, preparing to defend or
defending against any action or claim which isghbject of this paragraph (e). Notwithstandingph®visions of this paragraph (e), no
Underwriter shall be required to contribute any antan excess of the underwriting discount appliedb the Stock purchased by such
Underwriter. No person guilty of fraudulent misrepentation (within the meaning of Section 11(fhef Securities Act) shall be entitled to
contribution from any person who was not guiltysath fraudulent misrepresentation. The Underwtitdtgations in this paragraph (e) to
contribute are several in proportion to their resiwe underwriting obligations and not joint.

Each party entitled to contribution agrees thatrughe service of a summons or other initial legakpss upon it in any action instituted
against it in respect of which contribution maydoeght, it will promptly give written notice of suservice to the party or parties from whom
contribution may be sought, but the omission sedtify such party or parties of any such servicallgiot relieve the party from whom
contribution may be sought from any obligation @yrhave hereunder or otherwise (except as spdbifipamvided in paragraph (d) of this
Section 7).

(f) Neither the Company nor the Selling Securityleos will, without the prior written consent of &éddnderwriter, settle or compromise or
consent to the entry of any judgment in any pendinthreatened claim, action, suit or proceedingespect of which indemnification may be
sought hereunder (whether or not such Underwrit@ng person who controls such Underwriter witlia meaning of Section 15 of the
Securities Act or Section 20 of the Exchange Aet party to such claim, action, suit or proceedingess such settlement, compromise or
consent includes an unconditional release of sudtetivriter and each such controlling person fronfiaility arising out of such claim,
action, suit or proceeding.
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(9) The liability of each Selling Securityholderder such Selling Securityholder's representatiosvearranties contained in paragraphs (b)
and (c) of Section 2 hereof and under the indemanity reimbursement agreements contained in thegiwog of this Section 7 hereof shall
limited to an amount equal to the public offeririce of the stock sold by such Selling Securityleolt the Underwriters. In addition, no
Selling Securityholder shall be liable under thadeimnity and reimbursement agreements of Secti@réofiunless and until the Underwriters
have made written demand on the Company for paymaer such Section which shall not have been @aidjreed to be paid by the
Company within 45 days after receipt by the Compafrsuch demand. A copy of such demand when mattet€ompany shall be provided
to the Selling Securityholders. The Company and3teing Securityholders may agree, as among thieesand without limiting the rights

of the Underwriters under this Agreement, as toréspective amounts of such liability for whichytteach shall be responsible.

8. TERMINATION. This Agreement may be terminatedymy at any time prior to the Closing Date by ggvimritten notice to the Company
and the Selling Securityholders if after the ddtthis Agreement trading in the Common Stock shaile been suspended, or if there shall
have occurred (i) the engagement in hostilitiearoescalation of major hostilities by the Unitedt8¢$ or the declaration of war or a national
emergency by the United States on or after the ldateof, (ii) any outbreak of hostilities or othrtional or international calamity or crisis or
change in economic or political conditions if thfeet of such outbreak, calamity, crisis or chairgeconomic or political conditions in the
financial markets of the United States would, i@ tnderwriters' reasonable judgment, make theiotjesr delivery of the Stock
impracticable, (iii) suspension of trading in seties generally or a material adverse decline lneaf securities generally on the New York
Stock Exchange, the American Stock Exchange, TheeldtpStock Market, or limitations on prices (ottiemn limitations on hours or numb
of days of trading) for securities on either sugbh@nge or system, (iv) the enactment, publicati@cree or other promulgation of any fed
or state statute, regulation, rule or order oc@nmencement of any proceeding or investigatiorahy,court, legislative body, agency or
other governmental authority which in the Undererst reasonable opinion materially and adversdgces or will materially or adversely
affect the business or operations of the Company,

(v) declaration of a banking moratorium by eitheddral or New York State authorities or (vi) thking of any action by any federal, state or
local government or agency in respect of its mangeatafiscal affairs which in the Underwriters' semable opinion has a material adverse
effect on the securities markets in the Unitedestalf this Agreement shall be terminated purstmttiis Section 8, there shall be no liability
of the Company or the Selling Securityholders @ thnderwriters and no liability of the Underwritéosthe Company or the Selling
Securityholders; PROVIDED, HOWEVER, that in the eivef any such termination the Company and thare$ecurityholders agree to
indemnify and hold harmless the Underwriters frdhtasts or expenses incident to the performandbebbligations of the Company and
the Selling Securityholders under this Agreemardiuding all costs and expenses referred to ingrapds (i) and (j) of Section 6 hereof.

9. CONDITIONS OF UNDERWRITERS' OBLIGATIONS. The diptions of the several Underwriters to purchaskgay for the Stock shi
be subject to the performance by the Company antlépelling Securityholders of all their respeetdbligations to be performed hereunder
at or prior to the Closing Date or any later datendich Option Stock is to be purchased, as the nasy be, and to the following further
conditions:

(a) The Registration Statement shall have becofeetafe; and no stop order suspending the effeatige thereof shall have been issued and
no proceedings therefor shall be pending or thresitdoy the Commission.

(b) The legality and sufficiency of the sale of Btck hereunder and the validity and form of tbdificates representing the Stock, all
corporate proceedings and other legal matterséntith the foregoing, and the form of the RegigiraStatement and of the Prospectus
(except as to the financial statements containekih), shall have been approved at or prior tdtosing Date by Gunderson Dettmer
Stough Villeneuve Franklin & Hachigian, LLP, couhk® the Underwriters.

(c) You shall have received from Heller Ehrman W&t McAuliffe, counsel for the Company and eachihaf Affiliated Selling
Securityholders, an opinion, addressed to the Wwiters and dated the Closing Date, covering théemaset forth in Annex A hereto, and if
Option Stock is purchased at any date after thei@oDate, an additional opinion from such counaétiressed to the Underwriters and dated
such
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later date, confirming that the statements expreaseof the Closing Date in such opinion remaiidvas of such later date.

(d) You shall have received from [ ], counsel for [ ], an opinaaigressed to the Underwriters
and dated the Closing Date, covering the mattarfos in Annex B hereto.

(e) You shall have received from Jim Jantos, cduiosdrittania Holdings Limited, an opinion, addeed to the Underwriters and dated the
date on which Option Stock is purchased coveriegnlatters set forth in Annex C hereto.

(f) You shall be satisfied that (i) as of the Effee Date, the statements made in the Registr&tatement and the Prospectus were true and
correct and neither the Registration StatementhProspectus omitted to state any material &optired to be stated therein or necessary in
order to make the statements therein, respectiwelymisleading, (ii) since the Effective Date,ewe@nt has occurred which should have been
set forth in a supplement or amendment to the Ragp which has not been set forth in such a soppie or amendment, (i) since the
respective dates as of which information is givethe Registration Statement in the form in whiotriginally became effective and the
Prospectus contained therein, there has not bgematerial adverse change or any development iimgla prospective material adverse
change in or affecting the business, propertieanitial condition or results of operations of ttmrpany, whether or not arising from
transactions in the ordinary course of business, since such dates, except in the ordinary caefrbesiness, Company has not entered into
any material transaction not referred to in theiRegtion Statement in the form in which it origilydbecame effective and the Prospectus
contained therein, (iv) the Company does not hawyenaaterial contingent obligations which are nasicthsed in the Registration Statement
and the Prospectus, (v) there are not any pendikgawn threatened legal proceedings to which tom@any is a party or of which property
of the Company is the subject which are materidlahich are not disclosed in the Registration Stetet and the Prospectus,

(vi) there are not any franchises, contracts, kas®ther documents which are required to be fieéxhibits to the Registration Statement
which have not been filed as required, (vii) theresentations and warranties of the Company hareitrue and correct in all material
respects as of the Closing Date or any later datetioch Option Stock is to be purchased, as the nesy be, and (viii) there has not been any
material change in the market for securities inegahor in political, financial or economic conditis from those reasonably foreseeable as to
render it impracticable in your reasonable judgniemhake a public offering of the Stock, or a mialeadverse change in market levels for
securities in general (or those of companies itiqdar) or financial or economic conditions whignder it inadvisable to proceed.

(9) You shall have received on the Closing Date@mdny later date on which Option Stock is purelas certificate, dated the Closing Date
or such later date, as the case may be, and signeie President and the Chief Financial Officethef Company, stating that the respective
signers of said certificate have carefully examitrelRegistration Statement in the form in whicbriginally became effective and the
Prospectus contained therein and any supplemet®@ndments thereto, and that the statements ettlndclauses (i) through (vii) of
paragraph (f) of this Section 9 are true and ctrrec

(h) You shall have received from Pricewaterhousg@o®LLP, a letter or letters, addressed to theedmdters and dated the Closing Date
and any later date on which Option Stock is puretiasonfirming that they are independent publicmaotants with respect to the Company
within the meaning of the Securities Act and thpligable published rules and regulations thereuaddrbased upon the procedures desc

in their letter delivered to you concurrently witte execution of this Agreement (herein called@niginal Letter), but carried out to a date
more than three business days prior to the Cld3atg or such later date on which Option Stock ixipased

(i) confirming, to the extent true, that the stadats and conclusions set forth in the Original éreéire accurate as of the Closing Date or such
later date, as the case may be, and (i) settirth #oy revisions and additions to the statememiscanclusions set forth in the Original Letter
which are necessary to reflect any changes inattis flescribed in the Original Letter since the ddthe Original Letter or to reflect the
availability of more recent financial statementtador information. The letters shall not disclasg change, or any development involving a
prospective change, in or affecting the busineggaperties of the Company which, in your sole juégt, makes it impractical or inadvisa
to proceed with the public offering of the Stockiloe purchase of the Option Stock as contemplagetidoProspectus.
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(i) You shall have received from Pricewaterhousqigos LLP a letter stating that their review of @@mpany's system of internal accounting
controls, to the extent they deemed necessarytableshing the scope of their examination of thenpany's financial statements as at June
30, 1999, did not disclose any weakness in interoatrols that they considered to be material weages.

(j) You shall have been furnished evidence in usuiéten or telegraphic form from the appropriateterities of the several jurisdictions, or
other evidence satisfactory to you, of the quadiiion referred to in paragraph (f) of Section 6eloér

(k) Prior to the Closing Date, the Stock to be ézband sold by the Company shall have been duhosaed for listing by the NNM upon
official notice of issuance.

All the agreements, opinions, certificates ancelstimentioned above or elsewhere in this Agreestait be deemed to be in compliance \
the provisions hereof only if Gunderson DettmengtoVilleneuve Franklin & Hachigian, LLP, counset the Underwriters, shall be
reasonably satisfied that they comply in form acape.

In case any of the conditions specified in thist®ecd shall not be fulfilled, this Agreement mag terminated by you by giving notice to the
Company. Any such termination shall be withoutiligbof the Company or Selling Securityholderstie Underwriters and without liability
of the Underwriters to the Company or the Sellieg8ityholders; PROVIDED, HOWEVER, that (i) in tegent of such termination, the
Company and the Selling Securityholders agreedermify and hold harmless the Underwriters froncalits or expenses incident to the
performance of the obligations of the Company &adSelling Securityholders under this Agreememuiding all costs and expenses refe
to in paragraphs (i) and (j) of Section 6 hereaf] &i) if this Agreement is terminated by you besa of any refusal, inability or failure on the
part of the Company or the Selling Securityholderperform any agreement herein, to fulfill anyttedé conditions herein, or to comply with
any provision hereof other than by reason of aueby any of the Underwriters, the Company willmburse the Underwriters severally uj
demand for all out- of-pocket expenses (includieasonable fees and disbursements of counseltahhsive been incurred by them in
connection with the transactions contemplated hereb

10. CONDITIONS OF THE OBLIGATION OF THE COMPANY ANDHE SELLING SECURITYHOLDERS. The obligation of the
Company and the Selling Securityholders to delilierStock shall be subject to the conditions thatli{e Registration Statement shall have
become effective and (b) no stop order suspenti@gffectiveness thereof shall be in effect angnogeedings therefor shall be pending or
threatened by the Commission.

In case either of the conditions specified in Béxtion 10 shall not be fulfilled, this Agreemeraynbe terminated by the Company and the
Selling Securityholders by giving notice to you.yAsuch termination shall be without liability ofelf€Company and the Selling Securityholc
to the Underwriters and without liability of the derwriters to the Company or the Selling Securitgrs; PROVIDED, HOWEVER, that in
the event of any such termination the Company hadselling Securityholders jointly and severallyesgto indemnify and hold harmless the
Underwriters from all costs or expenses incidenh&performance of the obligations of the Compamg the Selling Securityholders under
this Agreement, including all costs and expensfesned to in paragraphs (i) and (j) of Section écloé

11. REIMBURSEMENT OF CERTAIN EXPENSES. In addititmits other obligations under Section 7 of thisé@gment, the Company
hereby agrees to reimburse on a quarterly basigtierwriters for all reasonable legal and othgregses incurred in connection with
investigating or defending any claim, action, irtigegtion, inquiry or other proceeding arising ofibobased upon any statement or omission,
or any alleged statement or omission, describgaiagraph (a) of Section 7 of this Agreement, nibistanding the absence of a judicial
determination as
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to the propriety and enforceability of the obligats under this Section 11 and the possibility sieh payments might later be held to be
improper; PROVIDED, HOWEVER, that (i) to the extemty such payment is ultimately held to be imprpgiex persons receiving such
payments shall promptly refund them and (ii) suelspns shall provide to the Company, upon requeasonable assurances of their abilit
effect any refund, when and if due.

12. PERSONS ENTITLED TO BENEFIT OF AGREEMENT. Thigreement shall inure to the benefit of the Compaing Selling
Securityholders and the several Underwriters aritth, igspect to the provisions of Section 7 hertéhad,several parties (in addition to the
Company, the Selling Securityholders and the séusrderwriters) indemnified under the provisionssafd Section 7, and their respective
personal representatives, successors and assigténdlin this Agreement is intended or shall bestaued to give to any other person, firm
or corporation any legal or equitable remedy ointlander or in respect of this Agreement or anywgion herein contained. The term
"successors and assigns" as herein used shatigiotle any purchaser, as such purchaser, of athe®tock from any of the several
Underwriters.

13. NOTICES. Except as otherwise provided herdira@mmunications hereunder shall be in writingogrtelegraph and, if to the
Underwriters, shall be mailed, telegraphed or deéd to Hambrecht & Quist LLC, One Bush Street, Bamcisco, California 94104; and if
to the Company, shall be mailed, telegraphed aveleld to it at its office, 200 First Avenue WeStiite 500, Seattle, Washington 98119,
Attention: Chief Financial Officer; and if to theelng Securityholders, shall be mailed, telegrapbedelivered to the Selling Securityhold
in care of F5 Networks, Inc., 200 First Avenue Wé&stite 500, Seattle, WA, 98119, Attention: Chiafdnacial Officer. All notices given by
telegraph shall be promptly confirmed by letter.

14. MISCELLANEOUS. The reimbursement, indemnificatand contribution agreements contained in thieAgent and the
representations, warranties and covenants in thiséiment shall remain in full force and effect religss of (a) any termination of this
Agreement, (b) any investigation made by or on Betfaany Underwriter or controlling person thergof by or on behalf of the Company or
the Selling Securityholders or their respectivediors or officers, and (c) delivery and paymentfie@ Stock under this Agreement;
PROVIDED, HOWEVER, that if this Agreement is termiad prior to the Closing Date, the provision afggmaphs (k) and (I) of Section 6
hereof shall be of no further force or effect.

This Agreement may be executed in two or more @patts, each of which shall be deemed an originalall of which together shall
constitute one and the same instrument.

This Agreement shall be governed by, and constiuadcordance with, the laws of the State of Caiifa.
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Please sign and return to the Company and to thiegs8ecurityholders in care of the Company thelesed duplicates of this letter,
whereupon this letter will become a binding agresnaenong the Company, the Selling Securityholdadsthe several Underwriters in
accordance with its terms.

Very truly yours,

F5 NETWORKS, INC.
By
Jeffrey S. Hussey President and Chief Executivéceff
Michael D. Almquist

By:

Jeffrey S. Hussey Attorney-in-Fact

Jeffrey S. Hussey
Brian R. Dixon
By:
Jeffrey S. Hussey Attorney-in-Fact
Brett L. Helsel
By:
Jeffrey S. Hussey Attorney-in-Fact
Steven Goldman
By:
Jeffrey S. Hussey Attorney-in-Fact
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Jeffrey S.

Jeffrey S.

Jeffrey S.

Jeffrey S.

Jeffrey S.

Jeffrey S.

Jeffrey S.

Hussey Attorney-in-Fact

Hussey Attorney-in-Fact

Hussey Attorney-in-Fact

Hussey Attorney-in-Fact

Hussey Attorney-in-Fact

Hussey Attorney-in-Fact

Hussey Attorney-in-Fact

Britannia Holdings Limited

By:

Menlo Ventures VII, L.P.

By:

Taylor Hussey Family Trust

By:

Becky Arnett Hussey

By:

Gerald W. Hussey and Helen J. Hussey

By:

Gary Pittman

By:

Joann M. Reiter

By:
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The foregoing Agreement is hereby confirmed
and accepted as of the date first above written.

HAMBRECHT & QUIST LLC

BANCBOSTON ROBERTSON STEPHENS INC

BEAR, STEARNS & CO. INC.

DAIN RAUSCHER WESSELS, a division of Dain Rauscherorporated

By
Managing Director
Acting on behalf of the several Underwriters, imthg themselves, named in Schedule | hereto
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SCHEDULE |

UNDERWRITERS

UNDERWRITERS

Dain Rauscher Wessels, a division of
Dain Rauscher Incorporated..............c..o.ee..

S-1

NUMBER OF SHARES
TO BE PURCHASED

500,000



SCHEDULE I
PRIMARY SELLING SECURITYHOLDERS

PART A

NAME AND ADDRESS OF
SELLING SECURITYHOLDERS
Jeffrey S. Hussey (1)
c/o F5 Networks, Inc.
200 First Avenue West, Suite 500
Seattle, WA 98119

Brian R. Dixon (1)

c/o F5 Networks, Inc.

200 First Avenue West, Suite 500
Seattle, WA 98119

Michael D. Almquist

2232 12th Avenue West

Seattle, Washington 98119

Brett L. Helsel (1)

c/o F5 Networks, Inc.

200 First Avenue West, Suite 500
Seattle, WA 98119

Steven Goldman (1)

c/o F5 Networks, Inc.

2000 First Avenue West, Suite 500
Seattle, WA 98119

Britannia Holdings Limited

P.O. Box 556

Main Street

Charlestown, Nevis

Menlo Ventures VI, L.P.

Taylor Hussey Family Trust
Becky Arnett Hussey

Gerald W. Hussey and Helen J. Hussey
Gary Pittman

Joann M. Reiter

Total:

ADDITIONAL
SELLING SECURITYHOLDERS

PART B

NAME AND ADDRESS OF
ADDITIONAL SELLING SECURITYHOLDERS

Total:

(1) Affiliated Selling Securityholde

NUMBER OF
SHARES
TO BE SOLD

1,500,000

NUMBER OF
SHARES
TO BE SOLD



[Heller Ehrman White & McAuliffe Letterhead]

September 8, 1999

F5 Networks, Inc.
200 First Avenue West, Suite 500
Seattle, Washington 98119

Dear Ladies and Gentlemen:

This opinion is delivered in our capacity as colits&5 Networks, Inc., a Washington corporatidre(tCompany"), in connection with the
preparation and filing by the Company with the Siims and Exchange Commission (the "Commissioh’g Registration Statement on Fc
S-1 (the "Registration Statement") relating tat{g authorization and issuance of 500,000 sharesmfmon stock, no par value, of the
Company (the "Issuer Shares") and (ii) the sale, 800,000 shares of the Company's common stockanualue (the "Selling Shareholder
Shares") by certain shareholders of the Compary"@lelling Shareholders"). The Issuer Shares am&#tling Shareholder Shares will be
sold pursuant to an underwriting agreement (thed&swriting Agreement") to be entered into betwden@ompany (selling shareholders)
and Hambrecht & Quist LLC (the "Representatived)representative of the underwriters (the "Undeessi’) listed on Schedule | to the

Underwriting Agreement.



We have assumed the authenticity of all recordsyunh@nts and instruments submitted to us as origittad genuineness of all signatures, the
legal capacity of natural persons and the confgrinithe originals of all records, documents argdrimments submitted to us as copies. We
have based our opinion upon our review of the falhy records, documents, instruments and certdiat

(a) The Registration Statement;
(b) The form of the proposed Underwriting Agreement

(c) The Articles of Incorporation (including all @mdments thereto and restatements thereof) of dhg@ny certified by the Washington
Secretary of State as of September 8, 1999, atifiextto us by an officer of the Company as betoghplete and in full force and effect as of
the date of this opinion;

(d) The Bylaws of the Company (and all amendmemdseto) certified to us by an officer of the Compas being complete and in full force
and effect as of the date of this opinion;

(e) A Certificate of Existence/Authorization refadito the Company issued by the Washington SegrefaBtate dated September 8, 1999;

(f) Records of the corporate proceedings of the @amy certified to us by an officer of the Companystituting all records of proceedings
and actions of the Company's board of directoetirgg to the transactions contemplated by the Umdgng Agreement and the issuance of
the Selling Shareholder Shares by the Companyet&étling Shareholders; and

(9) Certificates of officers of the Company as ¢otain factual matters.

We have also assumed that the Issuer Shares willlgeexecuted, authenticated and delivered onlbehthe Company prior to their
issuance against the consideration therefor tebfogh in a supplement or supplements to theg@oisis constituting a part of the
Registration Statement. In addition, we have atsumed that the Registration Statement will haem lakeclared effective by the Securities
and Exchange Commission prior to, and will contitube effective at the time of, the issuance efl#suer Shares.

This opinion is limited to the federal laws of tHeited States of America and the corporate lavhef$tate of Washington, and we disclaim
any opinion as to the laws of any other jurisdicti?ve further disclaim any opinion as to any s&tutle, regulation,
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ordinance, order or other promulgation of any reglar local governmental body or as to any relduditial or administrative opinion.
Il

Based upon the foregoing and our examination df spestions of law as we have deemed necessappoomiate for the purpose of our
opinion, and subject to the limitations and quedifions expressed below, it is our opinion that:

1. When the Issuer Shares are sold to the Undensrénd paid for pursuant to the terms of the Umdiéng Agreement, the Issuer Shares
be duly authorized, validly issued and fully pailanon-assessable.

2. The Selling Shareholder Shares are validly dsuel nonassessable.
Iv.

We hereby consent to the filing of this opinioraaisexhibit to, and to the use of this opinion immection with, the Registration Statement
and to the reference to this firm under the heatliegjal Matters" in the prospectus constitutingast pf the Registration Statement.

This opinion is rendered to you and to purchasktBeoSecurities offered by you pursuant to theiRegfion Statement and is solely for the
benefit of you and such purchasers. This opiniog nw be relied upon by any other person, firmpooation or other entity without our pri
written consent. We disclaim any obligation to aéwou of any change of law that occurs, or angsfatwhich we become aware, after the
date of this opinion.

Very truly yours,
HELLER EHRMAN WHITE & McAULIFFE
/sl Heller Ehrman White & McAuliffe
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Exhibit 10-15
FOURTH AMENDMENT TO LEASE

THIS FOURTH AMENDMENT TO LEASE is made this 2nd dafyJuly 1999, between First Avenue West Building.C., a Washington
Limited Liability Company ("Landlord" herein) andbMetworks, Inc., ("Tenant" herein) for the prersisgcated in the city of Seattle, Cou
of King, State of Washington, commonly known ast&800, First West Building, 200 First Avenue West.

RECITALS

A. Landlord and Tenant are parties to that ceitzase dated October 9th, 1997, the First Amendioelntase dated July 23rd, 1998, the
Second Amendment to Lease dated September 30, 4888he Third Amendment to Lease dated Januar9®) (the "Lease" herein). The
Lease is made a part hereof as though set foftilliherein.

B. Landlord and Tenant hereby express their mutasire and intend to amend by this writing those$e covenants and conditions conta
in "3. RENT" and "Premises Rentable Area, tenaapgrtionate share and security deposit" as showlrease Reference Page.

NOW, THEREFORE, as parties hereto, Landlord ancaimeAgree as follows
AMENDMENTS:
1. Paragraph "3. RENT" shall as of August 1, 198%imended to hereinafter additionally provide #svi:

PERIOD TERM RA TE/RSF ANNUAL RENT MONTHLY RENT
Year 1 (08/01/99 through 02/29/00)
Year 2 (03/01/00 through 02/28/01)
Year 3 (03/01/01 through 02/28/02)
Year 4 (03/01/02 through 02/29/03)
Year 5 (03/01/03 through 02/28/04)

18.24 $384,104.04 $32,008.67
19.45 $409,421.04 $34,118.42
. $472,277.04 $39,356.42
23.43 $493,329.96 $41,110.83
24.43 $514,383.00 $42,865.25

*HH O PHH
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2. "Premises Rentable Area" as shown on Lease &wfeiPage shall be amended to reflect the addisoite 506 (2,385 RSF) as shown on
Exhibit A on the fifth floor plus the existing se# totaling the square footage of 21,053 effechivgust 1, 1999.

3. "Tenant Proportionate Share" as shown on Leaseréhce Page shall be amended to reflect the dggasuite percentage of 33.42%
effective August 1, 1999.

4. "Security Deposit" as shown on the lease Reter&age shall be amended to reflect the additidi 8490 to the existing security deposit
to total $166,978.74 as tenant security depositiferamended lease.

INCORPORATION:

5. Except as herein modified, all other terms ambi¢ions of the Lease between the parties aboserithed are ratified and affirmed and s
continue in full force and effect.



The parties hereto have executed this Fourth Amentlito Lease on the date specified below theireretsge signatures.

LANDLORD TENANT
FIRST AVENUE WEST BUILDING L.L.C. F5 NETW ORKS, INC.
A WASHINGTON LIMITED LIABILITY CO. A WASHI NGTON CORPORATION
BY: BY:
Fred W. Hines, Jr. Jeffrey S. Hussey
ITS: MANAGING AGENT ITS: P resident and CEO
DATE: DATE:
BY:
) Robert J. Chamberlain
ITS:

DATE:

STATE OF WASHINGTON )
SS
COUNTY OF SNOHOMISH )

| certify that | know or have satisfactory evidenbat Fred. W. Hines, Jr. signed this instrumenoath, that he was authorized to execute
instrument as the managing agent of First Avenust\Bailding L.L.C. pursuant to the provisions oéthimited Liability Company and
acknowledged said instrument as the managing aj¢ne First Avenue West Building L.L.C. to be tinee and voluntary act of said Limited
Liability Company for the uses and purposes meetioin said instrument

Date:

Notary Public in and for the State of Washingresiding at

Print Name
My appointment expires:




STATE OF WASHINGTON )
SS
COUNTY OF KING )

On this day of , 19 personally appeared before me JEFFREY S. HYS®HENe known to be the
President and CEO of F5 Networks, Inc., the cotpamahat executed the within and foregoing instemtmand acknowledged said instrument
to be the free and voluntary act and deed of saiparation, for the uses and proposed therein meed, and on oath stated that he was
authorized to execute said instrument on behahaf corporation.

IN WITNESS WHEREOF, | have hereunto set my handaifided my official seal the day and year firsbab written.

Date:

Notary Public in and for the State of Washingresiding at

Print Name
My appointment expires:

STATE OF WASHINGTON )

Ss
COUNTY OF KING )
On this day of , 19 personally appeared before me , to me knowBERY J. CHAMBERLAIN to
be the of F5 Networks, time corporation that executed the within anddoing instrument and

acknowledged said instrument to be the free andntaty act and deed of said corporation, for theswsd proposed therein mentioned, and
on oath stated that he was authorized to execigersdrument on behalf of said corporation.

IN WITNESS WHEREOF, | have hereunto set my handaffiged my official seal the day and year firsbab written.

Date:

Notary Public in and for the State of Washingresiding at
Print Name
My appointment expires:




Exhibit 10-16
FIFTH AMENDMENT TO LEASE

THIS FIFTH AMENDMENT TO LEASE is made this 5th dayJuly 1999, between First Avenue West Building.C.., a Washington
Limited Liability Company ("Landlord" herein) andbMetworks, Inc., ("Tenant" herein) for the prersisgcated in the city of Seattle, Cou
of King, State of Washington, commonly known ast&800, First West Building, 200 First Avenue West.

RECITALS

A. Landlord and Tenant are parties to that ceitzase dated October 9th, 1997, the First Amendioelntase dated July 23rd, 1998, the
Second Amendment to Lease dated September 30, tH@98hird Amendment to Lease dated January 6,,1289the Fourth Amendment to
Lease dated July 2, 1999 (the "Lease" herein).LHase is made a part hereof as though set fofthliherein.

B. Landlord and Tenant hereby express their mutasire and intend to amend by this writing those$e covenants and conditions conta
in "3. RENT", "10. ASSIGNMENT AND SUBLETTING" andPremises Rentable Area, tenant proportionate simateecurity deposit" as
shown on Lease Reference Page.

NOW, THEREFORE, as parties hereto, Landlord ancameAgree as follows
AMENDMENTS:
1. Paragraph "3. RENT" shall as of August 15, 188@mended to hereinafter additionally providectsws:

PERIOD TERM RA TE/RSF ANNUAL RENT MONTHLY RENT
Year 1 (08/15/99 through 02/29/00)
Year 2 (03/01/00 through 02/28/01)
Year 3 (03/01/01 through 02/28/02)
Year 4 (03/01/02 through 02/29/03)
Year 5 (03/01/03 through 02/28/04)
Year 6 (03/01/04 through 02/28/05)
Year 7 (03/01/05 through 08/14/05)

18.63 $501,504.00 $41,792.00
19.79 $532,691.04 $44,390.92
22.34 $601,417.08 $50,118.09
. $628,339.92 $52,361.66
24.34 $655,263.00 $54,605.25
25.00 $146,750.04 $12,229.17
26.00 $152,619.96 $12,718.33

DAL PHPBHPH
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2."10. ASSIGNMENT AND SUBLETTING", with respect the 5,870 square feet leased in the Fifth Amendtoebease, Tenant shall not
have the right to assign or pledge this Lease subdet the whole or any part of the Premises, ndretoluntarily or by operation of law, or
permit the use or occupancy of the Premises byramgther than Tenant, or assign this Lease forggqurposes, without the prior written
consent of Landlord, whose consent will not be asomably withheld or delayed, and such restrict&radl be binding upon any assignee or
subtenant to which Landlord has consented. InieateTenant desires to sublet the Premises, opartion thereof, or assign this Lease,
Tenant shall give written notice thereof to Landlat least ten (10) days prior to the proposed cenu@ment date of such subletting or
assignment, which notice shall set for the namtb@froposed subtenant or assignee, the relevams t&f any sublease and copies of
financial reports and other relevant financial mfiation of the proposed subtenant or assignee.
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The Tenant shall have the right to withdraw itsuesi for consent to an assignment to prevent premétrmination of the Lease. Similarly,
the Tenant shall have the right to withdraw itsuest for approval of a sublease to prevent theptaoa of any of its Premises by the
Landlord. The Landlord's consent should not beiredun connection with a corporate merger, reoizgtion, public offering or other
corporate restructuring. The Landlord should havexercise its right under this Article within t€k0) days of the Tenant's notice. The
Tenant's obligation to reimburse Landlord for dostirred in connection with review and approvahnfassignment or a sublease should be
capped at $500.00.

In addition to Landlord's right to approve of amptenant or assignee, Landlord shall have the wpitioits sole discretion, in the event of any
proposed subletting or assignment, to terminateltbase, or in the case of a proposed sublettifggsfthan the entire Premises, to recapture
the portion of the Premises to sublet, as of the the subletting or assignment is to be effeciife option shall be exercised by Landlord's
giving Tenant written notice thereof within ten J1ays following Landlord's receipt of Tenant'stéem notice as required above. If this Le
shall be terminated with respect to the entire Bsesy the Term shall end on the date stated inrftsnaotice as the effective date of the
sublease or assignment as if that date had beginally fixed in this Lease for the expiration betTerm. If Landlord recaptures only a
portion of the Premises, the rent during the urrexpTerm shall abate, proportionately, based omghtas of the date immediately prior to
such recapture. Tenant shall, at Tenant's ownazabexpense, discharge in full any outstanding cission obligation on the part of Tenant
with respect to this Lease, and any commissionstwimay be due and owing as a result of any propassignment or subletting. Consent by
Landlord to any assignment or subletting shallinciude consent to the assignment or transferrfrang lease renewal option rights or space
option rights of the Premises, special privilegesxdra services granted to Tenant by this Leasagddendum or amendment thereto or letter
of agreement (and such options, rights, privilegreservices shall terminate upon such assignmenigss Landlord specifically grants in
writing such options, rights, privileges or serdde assignee or subtenant. Any sale, assignmemtgage, transfer of this Lease or subletting
which does not comply with the provisions of thigiéle shall be void.

In the event that Tenant sells, sublets, assigrisansfers this Lease and at any time receivasdierrent and/or other consideration which
exceeds that which Tenant would at that time b&atsd to pay to Landlord, Tenant shall pay to lardi100% (one hundred percent) of the
gross increase in such rent as such rent is retéldenant and 100% (one hundred percent) of #mr @onsideration received by Tenant
from such subtenant in connection with such sukleasn the case of an assignment of this LeasEelmant, Landlord shall receive 100%
(one hundred percent) of any consideration paitketwant by such assignee in connection with sudgrasent.

3. "Premises Rentable Area" as shown on Lease &aferPage shall be amended to reflect the addisaoita 200 (5,870 RSF) shown on
Exhibit A on the fifth floor plus the existing se# totaling the square footage of 26,923 effectivgust 15, 1999.

4. "Tenant Proportionate Share" as shown on Lea$er&ce Page shall be amended to reflect the dedaguite percentage of 42.73%
effective August 15, 1999.

5. "Security Deposit" as shown on the lease Reterétage shall be amended to reflect the additié¥38f133.32 to the existing security
deposit to total $206,112.06 as tenant securitpsiefor the amended lease.

6. "Term" as shown on the reference page shalf Asigust 15, 1999, be amended to hereinafter aatitly provide as follows: "SIX (6)
YEARS COMMENCING THE SOONER OF OCCUPANCY OR AUGUS5, 1999 ON THE 5,870 SQUARE FEET ONLY ADDED BY
THIS FIFTH AMENDMENT"



INCORPORATION:

7 Except as herein modified, all other terms amtbidmns of the Lease between the parties aboverithesl are ratified and affirmed and shall
continue in full force and effect.

The parties hereto have executed this Fifth AmemditeelLease on the date specified below their respesignatures.

LANDLORD TENANT
FIRST AVENUE WEST BUILDING L.L.C. F5 NETW ORKS, INC.
A WASHINGTON LIMITED LIABILITY CO. A WASHI NGTON CORPORATION
BY: BY:
Fred W. Hines, Jr. Jeffrey S. Hussey
ITS: Managing Agent ITS: President and CEO
DATE: DATE:
BY:
Robert J. Chamberlain
ITS:
DATE:




STATE OF WASHINGTON )
SS
COUNTY OF SNOHOMISH )

| certify that | know or have satisfactory evidenbat FRED W. HINES, JR. signed this instrumenbath, that he was authorized to execute
said instrument as the Managing Agent of FirstAveWest Building L.L.C. pursuant to the provisiorighe Limited Liability Company and
acknowledged said instrument as the managing afé¢né First Avenue West Building L.L.C. to be thee and voluntary act of said Limited
Liability Company for the uses and purposes meetioin said instrument

Date:

Notary Public in and for the State of Washingresiding at

Print Name
My appointment expires:

STATE OF WASHINGTON )
SS
COUNTY OF KING )

On this day of , 19 personally appeared before me JEFFREY S. HYS®HENe known to be the
President and CEO of F5 Networks, Inc., the cotpamahat executed the within and foregoing instemtrand acknowledged said instrument
to be the free and voluntary act and deed of saidacation, for the uses and proposed therein meead, and on oath stated that he was
authorized to execute said instrument on behahaf corporation.

IN WITNESS WHEREOF, | have hereunto set my handaifided my official seal the day and year firsbab written.

Date:

Notary Public in and for the State of Washingresiding at
Print Name
My appointment expires:




STATE OF WASHINGTON )

Ss
COUNTY OF KING )
On this day of , 19 personally appeared before me ROBERT J. CHARIBAN, to me known to
be the of F5 Networks, time corporation that executed the within anddoing instrument and

acknowledged said instrument to be the free andntaty act and deed of said corporation, for theswsd proposed therein mentioned, and
on oath stated that he was authorized to execigénsdrument on behalf of said corporation.

IN WITNESS WHEREOF, | have hereunto set my handaifided my official seal the day and year firsbab written.

Date:

Notary Public in and for the State of Washingresiding at
Print Name
My appointment expires:




401 ELLIOTT WEST

OFFICE LEASE AGREEMENT

BETWEEN

401 ELLIOTT WEST LLC

AND

F5 NETWORKS, INC.



1. BASIC LEASE TERMS

Section 1 represents a summary of the basic tefimsoOffice Space Lease for 401 Elliott West.

a. DATE OF LEASE: Ju

b.

C.

d.

e.

TENANT: F5

ADDRESS OF LEASED PREMISES:
Se

ADDRESS FOR BILLING AND NOTICES:

20
Se
Ph
Fa
At

Sa
sh
co

LANDLORD: 40

ADDRESS FOR NOTICES: c/
16
Se
Ph
Fa
At

or
La
de

PREMISES AREA: 83
Fl

BUILDING AREA: 84
TENANT'S PERCENTAGE OF BUILDING

PROJECT AREA 29
TENANT'S PERCENTAGE OF PROJECT:

TERM OF LEASE: Th
ea

of
ca
"E
BASE MONTHLY RENT: $1

PARKING: In
ea

Nu
Sp

RENT ADJUSTMENT(S): MO

ADDITIONAL RENT - ESTIMATED INITIAL
TENANT'S SHARE OF EXPENSES:

2

40

$4

Pr

ly 31, 1999
Networks, Inc.

1 Elliott Avenue West
attle, WA 98119

ior to Commencement Date:

0 First Avenue West, Suite 500
attle, WA 98119

one: (206) 505 0800

x: (206) 505 0897

tn: Joann Reiter, General Counsel

me as above except the address
all be the same as Premises after
mmencement of the Lease.

1 Elliott West L.L.C.

o Koehler McFadyen & Company
01 Fifth Avenue, Suite 2210
attle, WA 98101

one: (206) 682 2680

x: (206) 467 5975

tn: Steve Koehler

such other place as
ndlord may from time to time
signate by notice to Tenant

,097 rentable square feet,
oors 1 through 4 of Building Two

,808 rentable square feet
7.98%

7,682 rentable square feet
7.91%

is Lease shall commence on July 1, 2000 or such
rlier or later date as is provided in Section 3 (th
ommencement Date") and shall terminate on the last
the one hundredth and forty-fourth (144th) full
lendar month after the Commencement Date (the
xpiration Date").

64,462.81

itial Monthly Charge of $100.00 per month for
ch Parking Permit.

mber of parking permits allocated to Tenant: 158
aces.

NTHS BASE MONTHLY RENT
-72 $173,118.75
-84 $176,581.13
-96 $180,043.50

-108 $183,505.88
9-144 $186,968.25

6,742.06 per month

day



m.

SECURITY DEPOSIT: $2

de

NON-REFUNDABLE CLEANING FEE

PREPAID RENT N/
TENANT'S USE OF PREMISES:

Ma

Fl
BROKERS: Do
TO BE PAID BY: La
GUARANTOR(S): N/
ADDITIONAL TERMS: Se
EXHIBIT(S): Ex

Ex

Ex

Ex

Ex

Ex

Ex

Ex

Ge

N/

,500,000 in the form of a Letter of Credit as furth
scribed in Section 6 and Exhibit H.

A
A

neral Purpose Office with, Shipping/Light
nufacturing Facility & Storage Space on the First
oor

uglas Hanafin, Washington Partners, Inc.
ndlord

A
ctions 29 to 42

hibit A - The Premises

hibit B - The Building and the Project

hibit C - Building Shell and Core Outline Specifica
hibit D - Signage Criteria

hibit E - Janitorial Specifications

hibit F- Tenant Work Letter

hibit G Option Space Performance Criterion
hibit H Form of Letter of Credit

3

er

tions



2. PREMISES/COMMON AREAS/PROJECT.

a. PREMISES. Landlord leases to Tenant the prendisgsribed in

Section 1 and in Exhibit A (the "Premises"), lochite the Building described on Exhibit B. The Birild is part of a larger, multi-building
development shown on Exhibit B (the "Project”, wiitle buildings collectively referred to as the "Hlirigs"). Upon completion of the Tenant
Improvements to the Premises, Landlord shall ctheseentable square footage of the Premises todasuned by Landlord's architect using
the BOMA American National Standard Institute Pcdfion, ANSI Z65.1-1996 standards (the "Rentablea®e Footage™), which
measurement shall govern with respect to the Pesnfisea of Section 1(d). Tenant shall have thet tighave a Washington-licensed
surveyor approved by Landlord and jointly respolesib Landlord and Tenant verify the Premises NeitBble Area determined by
Landlord's Architect, if it does so within twent®Q) days after receipt of the notice from Landlewfchitect. If based on such verification
Tenant disagrees with the Net Rentable Area deteinby Landlord's Architect it shall advise Landland its Architect of the deviation
within ten (10) days thereafter or be deemed telmocepted Landlord's Architect's determinatioifelfiant gives a timely notification of
disagreement, then the parties shall jointly sedéatashington-licensed surveyor to review the datmns of Landlord's architect and the
Tenant selected surveyor and make the determinatiBnemises Net Rentable Area, which determinatlail be final and binding on the
parties. Landlord shall cause each building withig Project to be similarly measured for the puegasf Sections 1(e) and 1(f) upon
completion of the interior improvements of suchldinig(s). Each building shall be deemed added édttoject for the purposes of such
computation upon the completion of the Building IBied Core improvements, as defined in ExhibitaCsuch building and the computatic
of Section 1, if delayed pending final measurentéiRentable Square Footage, shall be deemed rétreds such date.

b. COMMON AREAS. As used in this Lease, "Commonaseshall mean all portions of the Project notéelasr demised for lease to
specific tenants. During the Lease Term, Tenanti@rittensees, invitees, customers and employeadslgave the non-exclusive right to use
the public portions of the Common Areas, includitigoarking areas, landscaped areas, entrancdse®televators, stairs, corridors, and
public restrooms in common with Landlord, otherjBcbtenants and their respective licensees, iesjteustomers and employees. Landlord
shall be entitled to create limited Common Areathimispecified Buildings for exclusive use of tle@ants within such Buildings. Landlord
shall at all times have exclusive control and managnt of the Common Areas and no diminution thesbafl be deemed a constructive or
actual eviction or entitle Tenant to compensatipa ceduction or abatement of rent. Landlord irdiseretion may increase, decrease or
change the number, locations and dimensions ofCamymon Areas and other improvements shown on Bx@jkdnd/or designate such areas
limited Common Areas assigned to particular budgimvithin the Project.

c. PROJECT. Landlord reserves the right in its siideretion to modify or alter the configurationmarmber of buildings in the Project, so I
as such modification or alteration does not maltgmaodify or alter Tenant's Premises and providety that upon such modification or
alteration, the Project Area as set forth in Secli(e) shall be adjusted to reflect such modifaratir alteration using the BOMA American
National Standard Institute Publication, ANSI Z¢-1996.

3. TERM. The Commencement Date listed in Sectiofithis Lease represents an estimate of the aCmi@mmencement Date. The actual
Commencement Date shall be the first to occur eftfiowing events: (i) the date Tenant has sulistiyncommenced the use and occupe
of the Premises or any portion thereof for purpagher than completion of the Tenant Work (as asfim Exhibit F), or (ii) one hundred
twenty (120) days (the "Tenant Work Period") aftex Delivery Date as defined in Exhibit F. The sliled Delivery Date is February 29,
2000. As used herein, "Unexcused Delay" meansdihgd to meet an applicable deadline when caugatklays other than Tenant Delay or
Force Majeure. "Day(s) of Unexcused Delay" meargiiimber of days of delay past the applicable deadhused by Unexcused Delay
(excluding the effect of Tenant Delay or Force Niag9.

The Tenant Work Period shall be extended by theustnof any Unexcused Delay. If on September 1, 288G result of Unexcused Delay
either

(w) the Tenant Work is not yet substantially conpler (x) Tenant cannot occupy the Premises bedhesmondition of the Building Shell
and Core prevents issuance of such building pesignit offs as are necessary for beneficial occupaftlye Premises, then in addition to any
extension of the Tenant Work Period as specifieayapTenant shall receive a credit against Basé fRanfirst becomes due under this
Lease, in an amount equal to one (1) day of Base feReeach such Day of Unexcused Delay. If, on &ulser 1, 2000, as a result of
Unexcused Delay either (y) the Tenant Work is regtsubstantially complete or

(z) Tenant cannot occupy the Premises becausetitition of the Building Shell and Core prevensusnce of such building permit sign ¢
as are necessary for beneficial occupancy of tamRes, and Landlord does not substantially coraplet Building Shell and Core so that
(subject to the completion of the Tenant Work) Jding permit sign offs can be issued allowing Tetrtaruse and occupy the Premises for its
intended purposes within thirty (30) days aftertign notice from Tenant of Tenant's intention toni@ate this Lease as provided in this
sentence, then Tenant may terminate this Leaseittgrvnotice given to Landlord at any time aftee £nd of such thirty (30) day period and
prior to the date the Building Shell and Core isstantially complete. If the Commencement Datatisrithan the estimated Commencement
Date specified in Section 1 above, then, excepthsrwise provided in this Section 3, this Leasalsiot be void or voidable and Landlord
shall not be liable to Tenant for such delay.



Following the Commencement Date, Landlord shalficonsuch date to Tenant in writing. Any disputeveen Landlord and Tenant with
respect to the terms and application of this Se@iand Exhibits C and F attached shall be subjelsinding arbitration in accordance with
Section 39 of this Lease. All provisions of thisase, other than those relating to the commenceafi¢hé Lease Term, the payment of Base
Rent and Additional Rent, shall become effectivalmdate Tenant or its contractor or employeefdistepresent on the Premises for
construction, installation, move-in or other pumgss

4. RENT

a. BASE MONTHLY RENT. Tenant shall pay Landlord ntidy base rent in the initial amount in Section Hieh shall be payable monthly
advance on the first day of each and every calemdath ("Base Monthly Rent") provided, however, tingt month's Base Monthly Rent and
Tenant's Share of Expenses, including any adjustiienRent Abatement as described in Section 3®hés due and payable upon the
earlier occurrence of (a) February 1, 2000 orlfp)@ommencement Date of Tenant's Premises.

For purposes of Section 467 of the Internal Reveamte, the parties to this Lease hereby agreddcesd the stated Rents, provided herein,
to the periods which correspond to the actual Ragiments as provided under the terms and conditibtigs agreement.

b. RENT ADJUSTMENT.
1) Base Monthly Rent shall be increased periodidallthe amounts and at the times set forth iniGedt(j).

c. EXPENSES. The purpose of this Section 4(c) mngure that Tenant bears its proportionate sHak actual Expenses related to the use,
maintenance, ownership, repair or replacementjrmwance of the Building in which the Premise®éated and associated Common Areas.
Accordingly, beginning on the date Tenant takesession of the Premises, Tenant shall each mogttodaandlord one-twelfth (1/12) of
Tenant's Share of Expenses related to the BuilaimbAssociated Common Areas. As used in this Léasmant's Share" shall mean the
Premises Area, as defined in

Section 1(d), divided by the Building Area, as defl in Section

1(e), and "Tenant's Share of Expenses" shall meahExpenses for the Building and associated ComAreas, multiplied by Tenant's
Share, provided that Landlord may specially allegatlividual expenses where and in the manner sapgsn Landlord's discretion, to
appropriately reflect the consumption of the expemsservice. For example where some but not athfges in the Building have HVAC,
Landlord may reallocate Building Expenses for HVGll premises utilizing HVAC to be apportioned @per square foot basis, or could
allocate to each premises utilizing HVAC the cdstaintaining that space's individual unit. In #heent the average occupancy level of the
Building or the Project for any year is less thamety five percent (95%), the actual ExpensesHherBuilding or the Project for such year
shall be proportionately adjusted to reflect thossts which Landlord estimates would have beernriady had the Building or Project, as
applicable, been ninety five percent (95%) occupiedng such year, such that Tenant's Share offiSgsemore accurately reflects Tenant's
actual usage. The Building is part of a larger,tivlulilding project described on Exhibit B hereto the event any Expenses are billed on a
multi-building basis, Tenant's Share of such Expsrshall be charged based on the ratio of the Besndirea, as defined in Section 1(d)
divided by the Project Area, defined in Section).IThe intent of the parties is to make rental gy Tenant and other tenants in the
Project absolutely net to Landlord assuming attl88% occupancy, except for items expressly exaudeection 4(c)(1)(f).

1) EXPENSES DEFINED. The term "Expenses” shall mahoosts and expenses of the ownership, opetatiaimtenance, repair or
replacement, and insurance of the Project (allocatea building-by-building basis, to the extenpsovided above), including without
limitation, the following costs:

(a) All supplies, materials, labor, equipment, atidties used in or related to the operation araintenance of the Project,

(b) All maintenance, management, janitorial, legakounting, insurance, and service agreement ralated to the Project. If the Building is
managed by an affiliate of Landlord, building mamagnt fees in excess of management fees chargeddyendent property managers for
comparable buildings in the Building's geographarket area shall be excluded from defined expenses.

(c) All maintenance, replacement and repair cadtting to the areas within or around the Projeciuding, without limitation, air
conditioning systems, sidewalks, landscaping, serareas, driveways, parking Areas (including ifesimg and restriping parking areas),
walkways, building exteriors (including painting)gns and directories, repairing and replacinggowaflls, etc. These costs may be included
either based on actual expenditures or the use ateounting reserve based on past cost experientt® Project.
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(d) Amortization (along with reasonable financirtaoges) of capital betterments made to the Prajbicth may be required by any
government authority or which will improve the ogting efficiency of the Project (provided, howeubat the amount of such amortization
for improvements not mandated by government authshiall not exceed in any year the amount of cestsonably determined by Landlord
in its sole discretion to have been saved by tiperditure either through the reduction or minim@abf increases which would have
otherwise occurred).

(e) Real Property Taxes including all taxes, assen$s (general and special) and other impositioreharges which may be taxed, charged,
levied, assessed or imposed upon all or any podtian in relation to the Project or any portioetaof, any leasehold estate in the Premis
measured by Rent from the Premises, including aorease caused by the transfer, sale or encumboétive Project or any portion thereof.
"Real Property Taxes" shall also include any fofrassessment, levy, penalty, charge or tax (otreer estate, inheritance, net income, or
franchise taxes) imposed by any authority havidgect or indirect power to tax or charge, inclugliwithout limitation, any city, county,
state federal or any improvement or other distvittether such tax is (1) determined by the valugefProject or the Rent or other sums
payable under this Lease; (2) upon or with resfmeany legal or equitable interest of Landlordtia Project or any part thereof; (3) upon this
transaction or any document to which Tenant isryaieating a transfer in any interest in the &ectj(4) in lieu of or as a direct substitute in
whole or in part of or in addition to any real peofy taxes on the Project, (5) based on any padjiages or parking facilities provided in the
Project, or (6) in consideration for services, sastpolice protection, fire protection, streetesidlk and roadway maintenance, refuse
removal or other services that may be providedryygovernmental or quasi-governmental agency fiam to time which were formerly
provided without charge or with less charge to progpowners or occupants.

(f) Landlord agrees that Expenses as defined itided(c) shall not include the following: (i) tleest of any special services rendered to
individual tenants for which a separate chargallied (ii) costs of capital betterments exceppasvided in subsection 4(c)(1)(d) above; (iii)
Legal fees, brokerage commissions, advertisingscostother related expenses incurred by Landloahieffort to generate rental income;
Repairs, alterations, additions, improvements plagements made to rectify or correct any defethénoriginal design, materials or
workmanship of Building or common areas (but netuding repairs, alterations, additions, improvetaen replacements made as a result of
ordinary wear and tear); (v) Damage and repairibatable to fire or other casualty for which Lamidi is reimbursed from insurance
proceeds;

(vi) (a) Executive Salaries or (b) Salaries of gar\personnel for performance of services excefiieextent incurred directly in connection
with the management, operation, repair or mainte@arfi the Building; (viii) Landlord's general ovedd expenses not related to the Build
provided that Landlord shall be allowed to inclilde value of any rent-free or rent-reduced occupamthe Building if such is given to the
managing entity in lieu of a higher management fe¢;Legal fees, accountants' fees and other esgmimcurred in connection with disputes
with tenants or other occupants of the Buildingssociated with the enforcement of the terms ofl@ages with other tenants or otherwise
incurred for any reason other than for the gentezakfit of all tenants in the Building; (x) Cositisqiuding permit, license and inspection fees)
incurred in renovating or otherwise improving, dedimg, painting or altering (a) vacant space (eciclg common areas) in the Building, or
(b) space for tenants or other occupants in thédBg, or

(c) costs incurred in supplying any improvememnmitgpecifically for, or specific services to, othenants in the Building; (xi) Principal and
interest payments called for under any debt sedoyeimortgage or deed of trust on the BuildingL@ndlord shall not attempt to collect in
excess of one hundred percent (100%) of OperatipgiEses and shall not recover any item of cost rin@ne once; (xiii) Any bad debt loss,
rent loss, or reserves for bad debts or rent [psg); All items and services for which Tenant oyasther tenant in the Building otherwise
reimburses Landlord; (xv) Electric power costsvidrich any tenant directly contracts with the lggablic service company; (xvi) Costs
arising from Landlord's political or charitable ¢dbutions; (xvii) Costs, other than those incurieardinary maintenance, for the purchase
and installation of sculpture, paintings or othbjeats of art; (xviii) Tax penalties incurred aseault of Landlord's negligence, inability or
unwillingness to make payments when due; (xix) €osturred due to a violation by Landlord or anlyesttenant of the Building of the terms
and conditions of any lease; (xx) Costs and expemmseirred in complying with hazardous waste andrenmental laws where the
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lack of compliance is caused by hazardous wastgghtdnto the Project by Landlord, its employeegerds or contractors or other tenants;
(xxi) Costs or expenses which would be capitaliaeder generally accepted accounting principals,vetmidh relate to the initial completion

of the Premises, load bearing walls and other &tratelements of the Building or the Project, aridg the initial Lease Term related to the
replacement of the heating and air conditioning @ther Building and Project systems; and (xxiiedircosts of managing the Garage paid to
third party garage operators such as managementattendants, cashiers and maintenance of tigkgeigsing equipment.

2) ANNUAL ESTIMATE OF EXPENSES, TENANT'S SHARE. Whé& enant takes possession of the Premises, Lanshaitestimate
Tenant's share of Expenses for the remainder afdtemdar year, and at the commencement of eaehdzl year thereafter, Landlord shall
estimate Tenant's Share of Expenses for the copa@iagby multiplying the appropriate estimated ahBualding or Project Expenses by
Tenant's Share.

3) MONTHLY PAYMENT OF EXPENSES. Tenant shall payltandlord, monthly in advance, as Additional Remte-twelfth (1/12) of the
Annual Estimate of Tenant's Share of Expenses hegjron the date Tenant takes possession of thmiges. As soon as practical following
each calendar year, Landlord shall prepare an atioguof actual Expenses incurred during the pradendar year and such accounting shall
reflect Tenant's Share of Expenses. If the Add#idrent paid by Tenant under this

Section 4(c)(3) during the preceding calendar yess less than the actual amount of Tenant's Slid&rpenses, Landlord shall so notify
Tenant and Tenant shall pay such amount to Land¥itdn 30 days of receipt of such notice. Such amehall be deemed to have accrued
during the prior calendar year and shall be duepayable from Tenant even though the term of tieigdde has expired or this Lease has been
terminated prior to Tenant's receipt of this notitenant shall have thirty (30) days from recefptuch notice to contest the amount due,
failure to so notify Landlord shall represent figtermination of Tenant's Share of Expenses.ffits payments were greater than the
actual amount, then such overpayment shall betettly Landlord to Tenant's Share of Expenses dderthis Section 4(c)(3). If such
overpayment is determined after termination of tlaase, then such overpayment shall be paid bylbeshtb Tenant within thirty

(30) days after the annual expense statement ipletea with deduction of any remaining sums owed égant to Landlord.

4) RENT WITHOUT OFFSET AND LATE CHARGE. As used kar, "Rent" shall mean all monetary sums due fremahnt to Landlord. A
Base Monthly Rent shall be paid by Tenant to Lartleithout prior notice or demand in advance onfitst day of every calendar month, at
the address shown in Section 1, or such other glad¢eandlord may designate in writing from timeitoe. Whether or not so designated, all
other sums due from Tenant under this Lease sbiadititute Additional Rent, payable without priottice or demand when specified in this
Lease, but if not specified, then within thirty J3ays of demand, during which time the partie$ wilrk to resolve any good faith
disagreements on the amount due. All Rent shatlaie without any deduction or offset whatsoeveregt@s otherwise specifically provided
herein. All Rent shall be paid in lawful currendytioe United States of America. Proration of Reme €or any partial month shall be
calculated by dividing the number of days in thenthdfor which Rent is due by the actual numberafsdin that month and multiplying by
the applicable monthly rate. Tenant acknowledgasltie payment by Tenant to Landlord of any RAdtitional Rent or other sums due
under this Lease will cause Landlord to incur costiscontemplated by this Lease, the exact amdwsuah cost being extremely difficult and
impracticable to ascertain. Such costs includehauit limitation, processing and accounting chaayes$late charges that may be imposed on
Landlord by the terms of any encumbrance or natarsel by the Premises. Therefore, if any Rentloerodum due from Tenant is not
received within five (5) business days of the ahte, Tenant shall pay to Landlord an additional sgpmal to 5% of such overdue payment.
Landlord and Tenant hereby agree that such lategyelvapresents a fair and reasonable estimate afotts that Landlord will incur by reason
of any such late payment and that the late chargeaddition to any and all remedies availabltheoLandlord and that the assessment and/ot
collection of the late charge shall not be deemedgiaer of any other default. Additionally, all udelinquent Rent or other sums, plus this
late charge, which are more than thirty (30) deast plue, shall bear interest at the rate of 15gpéqmer annum. If the interest rate specified in
this Lease is higher than the rate permitted by the interest rate is hereby decreased to thermawilegal interest rate permitted by law.
Any payments of any kind returned for insufficiémnds will be subject to an additional handling rigeaof $25.00, and thereafter, Landlord
may require Tenant to pay all future payments aftRe other sums due by money order or cashiegskch

5) REVIEW AND AUDIT RIGHT. Tenant shall have thght (no more frequently than once per calendar)yteaeview Landlord's books
and records pertaining to Expenses for the priar.yBenant may cause an audit of Landlord's booksecords which will be conducted
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by an independent certified public accountant dedied by Tenant. If any such audit discloses Teoeerpaid its share of Expenses for any
calendar year, Landlord shall pay Tenant the amotitite overpayment within thirty (30) days aftee results of the audit have been
disclosed to both parties. If any such audit disefothat Tenant underpaid its share of Expensa@sgdamy calendar year, Tenant shall pay
Landlord the amount of the underpayment withintyh{B0O) days after the results of the audit havenbdisclosed to both parties. All costs and
expenses of the audit shall be paid by Tenant; kewd the audit shows Landlord overstated Tesasttare of expenses for the subject
calendar year by more than five percent (5%) ofain@unt actually payable by Tenant, Landlord stesthburse Tenant for the reasonable
costs and expenses of the audit within thirty @®ys of receipt of Tenant's notice of the amoumt duny review or audit of Landlord's books
and records pertaining to Expenses shall occureapffice of the Building manager or at such otbeation in the Seattle Metropolitan Area
as Landlord or its Building manager may designatéshall occur during the normal business houth®Building manager, unless othern
agreed by Landlord and Tenant. The results of tiait and any information obtained by Tenant from #ludit or Tenant's review of
Landlord's books and records shall be kept confideand not disclosed to any other person ornticluding any other tenant of the
Building or the Project, except as required by touwder or applicable law.

5. PREPAID RENT. Tenant shall, in addition to tteyment of the first month's Rent as set forth iotide 4(a), pay to Landlord the prepaid
Rent set forth in Section 1(n), and if Tenant isinalefault of any provisions of this Lease, spcépaid Rent shall be applied toward Base
Monthly Rent for the months set forth in Section)1{andlord's obligations with respect to the @idiRent are those of a debtor and not of a
trustee, and Landlord can commingle the prepaid Réh Landlord's general funds. Landlord shall hetrequired to pay Tenant interest on
the prepaid Rent. Landlord shall be entitled to edmately endorse and cash Tenant's prepaid Reneves, such endorsement and cashing
shall not constitute Landlord's acceptance oflte&se. In the event Landlord does not accept thésée, Landlord shall return said prepaid
Rent.

6. DEPOSIT. Upon execution of this Lease, Tenaall sfeposit a security deposit as set forth in iBact(l) with Landlord in the form of an
irrevocable, unconditional letter of credit from acceptable financial institution. The form of thetter of Credit and the terms under which it
shall be extinguished is provided in Exhibit H, foof Letter of Credit. If Tenant is in default, Ldlord can use the Letter of Credit or any
portion of it to cure the default or to compendadadlord for any damages sustained by Landlorditisgufrom Tenant's default. Upon
demand, Tenant shall immediately restore the Left@redit to its full amount. In no event will Tamt have the right to apply any part of the
security deposit to any Rent or other sums duenuhieLease. If Tenant is not in default at thpieation or termination of this Lease,
Landlord shall return the Letter of Credit to Tehadrandlord shall not be required to pay Tenargriest on the security deposit.

7. USE OF PREMISES AND PROJECT FACILITIES. Tendmlsuse the Premises solely for the purposesstt in Section 1 and for no
other purpose without obtaining the prior writtemsent of Landlord, which consent shall not be asoeably withheld, delayed or
conditioned. Tenant acknowledges that neither Landdhor any agent of Landlord has made any reptaen or warranty with respect to t
Premises or with respect to the suitability of Bremises or the Project for the conduct of Tendisiness, nor has Landlord agreed to
undertake any modification, alteration or improvette the Premises or the Project, except as peoiid writing in this Lease. Tenant
acknowledges that Landlord may from time to tintdtsasole discretion, make such modificationsraitions, deletions or improvements to
the Project as Landlord may deem necessary oradéssjiwithout compensation or notice to Tenanbag ks such modifications, alterations,
deletions or improvements do not materially altendnt's use of its Premises. Tenant shall proneptiyply with all laws, ordinances, orders
and regulations affecting the Premises and theeBr,dpcluding, without limitation, any rules arebulations that may be attached to this
Lease and to any reasonable modifications to thése and regulations as Landlord may adopt frone tio time. Tenant acknowledges that,
except for Landlord's obligations pursuant to Secfi3, Tenant is solely responsible for ensurirzg the Premises comply with any and all
governmental regulations applicable to Tenant'sluohof business on the Premises, and that Tesaalely responsible for any alteration
improvements that may be required by such reguiatioow existing or hereafter adopted. Tenant stwdlto or permit anything to be done
or about the Premises or bring or keep anythirthénPremises that will in any way increase the juiera paid by Landlord on its insurance
related to the Project or which will in any way liease the premiums for fire or casualty insuraeged by other tenants in the Project.
Tenant will not perform any act or carry on anygbices that may injure the Premises or the Projeat;may be a nuisance or menace to «
tenants in the Project; or that shall in any wagrifiere with the quiet enjoyment of such other tegaTenant shall not use the Premises for
sleeping, washing clothes, cooking or the prepamatnanufacture or mixing of anything that mightittamy objectionable odor, noises,
vibrations or lights onto such other tenants. lirsbinsulation is required to muffle noise produbgdrenant on the Premises, Tenant at its
own cost shall provide all necessary insulatiomarg shall not do anything on the premises whidhaverload any existing parking or
service to the Premises. Pets and/or animals ofygreyshall not be kept on the Premises.
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8. HAZARDOUS SUBSTANCES; DISRUPTIVE ACTIVITIES
a. HAZARDOUS SUBSTANCES.

(1) PRESENCE AND USE OF HAZARDOUS SUBSTANCES. Terstmll not, without Landlord's prior written consekeep on or around
the Premises, Common Areas or Building, for usgpalal, treatment, generation, storage or salesamgtances designated as, or containing
components designated as hazardous, dangerousptdxarmful, and/or is subject to regulation, @&br ordinance (collectively referred to
as "Hazardous Substances"). Notwithstanding theepiiag sentence, Tenant may keep, use, store spdsdi of, in, on and from the
Premises, materials and supplies otherwise cotisgittiazardous Substances which are customarilgf fesethe purposes set forth in Section
1, provided such materials and supplies are usadjleéd and disposed of in accordance with all apple governmental rules, regulations,
laws and requirements, and in accordance with priuoiesiness practices. With respect to any suctatdans Substance, Tenant shall:

(i) Comply promptly, timely, and completely withl glovernmental requirements for reporting, keepany submitting manifests, and
obtaining and keeping current identification nunsher

(i) Submit to Landlord true and correct copiesabfreports, manifests, and identification numbarghe same time as they are required to be
and/or are submitted to the appropriate governrhanthorities;

(iiif) Within five (5) days of Landlord's requestjtsmit written reports to Landlord regarding Teraose, storage, treatment, transportation,
generation, disposal or sale of Hazardous Substaarw provide evidence satisfactory to Landlor@eriant's compliance with the applicable
government regulations;

(iv) Allow Landlord or Landlord's agent or repretaive to come on the Premises at reasonable tiwitsat least twenty four (24) hours
prior notice to Tenant (except in an emergency,iwie notice is required), to check Tenant's compkawith all applicable governmental
regulations regarding Hazardous Substances;

(v) Comply with minimum levels, standards or otperformance standards or requirements which maebforth or established for certain
Hazardous Substances (if minimum standards ordearel applicable to Hazardous Substances presé¢né dremises, such levels or
standards shall be established by an on-site itispduay the appropriate governmental authorities stmall be set forth in an addendum to this
Lease); and

(vi) Comply with all applicable governmental rulesgulations and requirements regarding the prapddawful use, sale, transportation,
generation, treatment, and disposal of Hazardobst8nces.

(2) If Tenant violates any provisions of this sentithen any and all costs incurred by Landlord assbciated with Landlord's monitoring of
Tenant's compliance with this Section 8, includiaadlord's attorneys' fees and costs, shall bethxidil Rent and shall be due and payable
to Landlord immediately upon demand by Landlord.

b. CLEANUP COSTS, DEFAULT AND INDEMNIFICATION.

(1) Tenant shall be fully and completely liable_andlord for any and all cleanup costs, and anyahather charges, fees, penalties (civil
criminal) imposed by any governmental authorityhwiéspect to Tenant's use, disposal, transportag@reration and/or sale of Hazardous
Substances, in or about the Premises, Common Ase&siilding.

(2) Tenant shall indemnify, defend and save Lamti&ord Landlord's lender, if any, harmless from ang all of the costs, fees, penalties and
charges assessed against or imposed upon Land®vde{l as Landlord's and Landlord's lender's attys' fees and costs) as a result of
Tenant's use, disposal, transportation, generatioor sale of Hazardous Substances.

(3) Upon Tenant's default under this Section &ddition to the rights and remedies set forth else in this Lease, Landlord shall be
entitled to the following rights and remedies:

(i) At Landlord's option, to terminate this Leasamediately; and/or



(i) To recover any and all damages associated thigrdefault, including, but not limited to cleanegsts and charges, civil and criminal
penalties and fees, loss of business and saleatgidrd and other tenants of the Building, any alhdamages and claims asserted by third
parties and Landlord's attorneys' fees and costs.

c. DISPOSAL OF WASTE

(1) REFUSE DISPOSAL. Tenant shall not keep anyhtrgarbage, waste or other refuse on the Premiseptin sanitary containers and
shall regularly and frequently remove same fromRhemises. Tenant shall keep all incinerators,aipnats or other equipment used for
storage or disposal of such materials in a cleansanitary condition.

(2) SEWAGE DISPOSAL. Tenant shall properly dispogall sanitary sewage and shall not use the sewsgesal system (a) for the
disposal of anything except sanitary sewage oin(kexcess of the lesser amount (i) reasonably cgpitged by the uses permitted under this
Lease or (ii) permitted by any governmental enfiignant shall keep the sewage disposal systenofraléobstructions and in good operating
condition.

(3) DISPOSAL OF OTHER WASTE. Tenant shall propetigpose of all other waste or other matter delidece stored upon, located upor
within, used on, or removed from, the Premisesigchsa manner that it does not, and will not, adelgraffect the

(a) health or safety of persons, wherever locatéether on the Premises or elsewhere (b) conditisa,or enjoyment of the Premises or any
other real or personal property, wherever locatdwther on the Premises or anywhere else, or @hiBes or any of the improvements
thereto or thereon including buildings, foundatiguipes, utility lines, landscaping or parking aea

d. DISRUPTIVE ACTIVITIES. Tenant shall not:

(1) Produce, or permit to be produced, any intgtaee, light or heat except within an enclosedanesned area and then only in such manner
that the glare, light or heat shall not, outside Bremises, be materially different from the lighheat from other sources outside the
Premises;

(2) Create, or permit to be created, any soundspredevel which will interfere with the quiet epjoent of any real property outside the
Premises, or which will create a nuisance or veolaty governmental law, rule, regulation or requeat;

(3) Create, or permit to be created, any groundatidn that is materially discernible outside thierRises;

(4) Transmit, receive or permit to be transmittedezeived, any electromagnetic, microwave or othdration which is harmful or hazardous
to any person or property in, or about the Project;

(5) Create, or permit to be created, any noxious tthat is disruptive to the business operatioranyfother tenant in the Project.

9. SIGNAGE. All signing shall comply with rules anegulations set forth by Landlord as may be medifrom time to time. Tenant shall
place no window covering (e.g., shades, blindsaims, drapes, screens, or tinting materials) dtiesn those installed per Exhibit C, stickers,
signs, lettering, banners or advertising or dispieterial on or near exterior windows or doorauifls materials are visible from the exterio
the Premises, without Landlord's prior written cemts Similarly, Tenant may not install any alarnxés, foil protection tape or other security
equipment on the Premises without Landlord's pidtten consent. Any material violating this praeis may be destroyed by Landlord
without compensation to Tenant. Allowed tenant aggis provided for in Section 39, Tenant Signage, Exhibit D, Signage Criteria.

10. PERSONAL PROPERTY TAXES. Tenant shall pay beftelinquency all taxes, assessments, licensafekpublic charges levied,
assessed or imposed upon its business operatiavallags upon all trade fixtures, leasehold improeats, merchandise and other personal
property in or about the Premises.

11. BUILDING PARKING GARAGE.

a. GRANT OF NON-EXCLUSIVE RIGHT. Landlord grantsTenant and Tenant's customers, suppliers, em@ayae invitees, a non-
exclusive license to use up to 1.9 parking spaeed 000 rentable square feet of the Premisesestimated number of parking spaces is set
forth in Section 1(i). Landlord reserves the rightiny time to grant similar non-exclusive usetteeotenants, to promulgate rules and
regulations relating to the use of such parkinggrencluding reasonable restrictions on parkingelmants and employees, to designate
specific spaces for the use of any tenant, to nchkeges in the parking layout from time to timej &mestablish reasonable time limits on
parking.
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b. LOCATION AND DESIGNATION. There shall exist witihthe Project a garage and surface parking aadke¢tively the "Garage").
Landlord shall issue to Tenant parking stickergstar access cards (collectively referred to lnemsia "Parking Permit") in a number eque
the number of allocated parking spaces specified in

Section 11 (a) above. Each Parking Permit will atite parking in the Garage for one (1) car, twefotyr (24) hours a day, seven days a
week subject to modification as provided in thisti®e 11. Landlord may designate, subject to chdraya time to time, certain areas within
the Garage within which each car may be parked;Tamént shall observe such designations. Tenalitadiserve all reasonable rules and
regulations promulgated by Landlord from time todiconcerning the use of the Garage and shall ggpph additional information relating
to persons authorized to use the Garage as magabemably requested by Landlord from time to timelpuding automobile license numbers
related to each Parking Permit. All such rules mamilations will apply fairly and equally to alinants.

c. OPERATIONS. Landlord may maintain, at it's sdikecretion, within the Garage or surface parkingpaan area designated "visitor
parking" which may be made accessible on an exausasis to visitors, clients and other inviteeBoilding tenants, including Tenant, on
hourly charge basis. Upon the Commencement ol #ése, the Garage shall be open to the generatmibing the hours of 7:00 a.m.
through 7:00 p.m., Monday through Friday, excludgglding holidays. Landlord shall provide an accsgstem to the enclosed portion of
the Garage for use by Tenant during the period§tirage is not open to the general public. Hourshdwhich the general public will have
access to the Garage shall be determined at Latslkwle discretion and may be adjusted from trtarte.

d. CHARGES. The initial monthly charge for the HagkPermits to be provided Tenant by Landlord shalthe amount set forth in

Section 1(i) of the Lease. Such rate shall befiecetipon the Commencement Date of the Lease, dubj@djustment during each year of the
Lease term based upon comparable parking ratesnfidar buildings in the Lower Queen Anne arealéefng any applicable federal, state
and local taxes and levies), however, in no evieall she rate set forth in Section 1(i) be increbfi Tenant's allocated Parking Permits
during the initial twelve (12) months of the Ledsam and the rate during the second twelve (12)thwoof the lease term shall not be
increased more than 5% above the rate set foeation 1(i). The above stated maximums on thegpg¢age increase in rates shall not apply
to any of Tenant's parking spaces associated veitfaiit's expansion per Sections 34 or 35 of thisé.daandlord shall maintain a parking
validation system for use by tenant customersnwdiand invitees. Tenant's monthly parking chaogefl Parking Permits and the charges for
all validated parking, if any, shall be billed teffant and shall be due as Additional Rent within(fd) days after such billing. All hourly
parking shall be priced comparably to the hourlskpay rates charged by similar office buildingsdted in the area (reflecting any applicable
federal, state and local taxes and levies).

e. HOV. Parking stalls required by the City of $ledor Vanpool, carpool and other high occupanekigle or transportation management
programs established under a required transpamntaienagement plan for the Building will be allochte each tenant based upon the
proportionate share of Parking Permits assignedénant for the Building, and any such HOV Parkitegmits shall be counted against
Tenant's total Permit allocation pursuant to

Section 11(a).

12. UTILITIES/SERVICES

a. UTILITIES/SERVICES. Landlord shall cause puhltdities to furnish electricity, gas, water andvag utilized in operating all normal
facilities serving the Premises; and to furnishargrduring Tenant's occupancy of the Premises:

(1) Hot and cold water at those points of supplyvjated for general use of Tenant in the Buildingntrtal heating and air conditioning in
season and at such temperatures and in such anasuate reasonably considered by Landlord to Imelatd for comparable buildings in the
Lower Queen Anne area. Tenant shall set operatgstfor the Building, subject to the reasonablerayal of Landlord. For purposes of this
Lease in determining the estimated amount in Sectio

1(k), normal business hours for the Building, Comndgeas and the Garage of the Project are estintated 7:00 AM to 6:00 PM Monday
through Friday and 7:00 AM to 1:00 PM Saturdays/eding holidays. Routine maintenance, painting eledtric lighting service for all
public areas and special service areas of the Bgilshall be provided as reasonably requested bgrite During other than normal business
hours for the Building such services shall be ptediupon request of Tenant, and if reasonably abeil Tenant shall bear the entire cost
thereof as Additional Rent. Tenant shall have acteshe Premises twenty four (24) hours per deyers

(7) days per week, including holidays and weekesdsject to Building security systems and proceslure

(2) Janitorial service on a five (5) day week basiaccordance with the janitorial specificatiottsehed hereto as Exhibit E (which standards
shall be subject to reasonable modification by llamtfrom time to time to reflect changes in the
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industry). If Tenant requires janitorial servicegxcess of such established standards, and Langllovitles such service, Tenant shall pay
additional cost attributable thereto as AdditioRaht.

(3) Electrical facilities to provide sufficient cagity to serve the electrical power needs of Lartboequipment servicing the Building and
including up to 3.0 watts per square foot of TelsaAtemises for convenience outlet loads and Tanaigcellaneous equipment loads. In the
event Tenant requires electrical service (e.gstipply of power in a specific voltage or amperagefiguration) other than what is provided
by the Building to serve Tenant's equipment, aralighthe installation of such equipment requireithololal air conditioning capacity above
that provided by the Building's standard systemantthe cost of the installation and operation efatditional electrical service and air
conditioning equipment, if any, shall be paid byhaet.

In the event Tenant desires any of the aforemeati@ervices in amounts in excess of those reqtorbd provided by Landlord pursuant to
the terms of Section 12(a) above, Tenant shallysadlord as Additional Rent hereunder the costrof/joling such additional quantities.

b. INTERRUPTION. Failure by Landlord to any extémfurnish any service, or any cessation therdw|l 10t render Landlord liable in any
respect for damages to either person or propeotybe construed as an eviction of Tenant, nor vaorlabatement of rent, nor relieve Tenant
from fulfillment of any covenant or agreement hdér@émtwithstanding the foregoing, however, if ateimuption of services for causes within
Landlord's reasonable control materially impairedm's ability to effectively use the Premises disdich interruption continues for more
than three (3) consecutive days or ten (10) daysfowenty (20) day period, Tenant shall theredfe entitled to abate rent as to that portion
of the Premises which cannot be used, until theéiceis restored. Should any of the equipment achimeery utilized in supplying the services
described herein break down, or for any cause dedsction properly, Landlord shall use reasoeatiligence to repair same promptly, but
Tenant shall have no right to terminate this Leasé, shall have no claim for rebate or abatemergrifor damages, on account of any
interruption in service occasioned thereby or tasyltherefrom. If any interruption of servicesuksg from causes within the reasonable
control of Landlord continues for thirty (30) corséive days or more, Tenant may terminate this &dgswritten notice given to Landlord at
any time prior to the date on which the servicesrastored or the interference ceases to the eke&raint can reasonably use and occupy the
Premises for its intended purposes. With respeahtmterruption of services which results fromssaioutside the reasonable control of
Landlord, if such interruption of services contisder more than thirty (30) consecutive days, untée interruption is caused by Tenant, or
by repairs or alterations requested by Tenant cessary because of acts or omissions of Tenaits(@agents or employees), the Base Rent
and Additional Rent shall equitably abate in prajoorto the extent of the interference with Termnse of the Premises, commencing on the
last day of such thirty (30) day period until tlesces are restored or the interference ceasbe textent Tenant can again reasonably us
occupy the Premises for its intended purposesifauth interruption of services continues for mtiren one hundred eighty (180)
consecutive days, Tenant may terminate this Lepseritten notice given to Landlord at any time prio the date on which the services are
restored or the interference ceases to the extmdk can again reasonably use and occupy the $&®ffor its intended purposes.

13. MAINTENANCE. Landlord shall maintain, in goodrudition, the structural parts of the Premises cwisihall include only the
foundations, bearing and exterior walls (excludipass), subflooring and roof (excluding skylightsle unexposed electrical, plumbing and
sewerage systems, including those portions ofylems lying outside the Premises, gutters and dpeauts on the Building and the heating,
ventilating and air conditioning system servicihg Premises; provided, however, the cost of alh snaintenance shall be considered
"Expenses" for purposes of Section 4(c). Excemragided above, Tenant shall maintain and repa&ifremises in good condition, includil
without limitation, maintaining and repairing alblls, storefronts, floors, ceilings, interior andezior doors, exterior and interior windows
and fixtures and interior plumbing as well as damegused by Tenant, its agents, employees or @svitépon expiration or termination of
this Lease, Tenant shall surrender the Premiskandlord in the same condition as existed at termencement of the term, except for
reasonable wear and tear or damage caused by fither casualty for which Landlord has receivdduaids necessary for restoration of the
Premises from insurance proceeds.

14. ALTERATIONS. Tenant shall not make any altemasi to the Premises other than Tenant's initiaBlelmprovements per Exhibit F, or

to the Project, including any changes to the exgskandscaping, without Landlord's prior writtemsent, which shall not be unreasonably
withheld, delayed or conditioned for alterations affecting structural elements or materially atigrBuilding systems. If Landlord gives its
consent to such alterations, Landlord may postastin accordance with the laws of the state ircivttie premises are located. Any
alterations made shall remain on and be surrendeithdhe Premises upon expiration or terminatibthis Lease, except that Landlord may,
on or before expiration of the term, elect to regdienant to remove any alterations which Tenant have made to the Premises. At the time
Tenant submits plans for alterations to Landlordfandlord's approval, Tenant may request that ladcdelect whether such alterations shall
be removed at the termination of this Lease, asd ifequested, Landlord shall make such electionlsaneous with its approval of the
alterations. If Landlord elects to require
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removal of the alterations, then at its own costdrg shall restore the Premises to the conditisigdated by Landlord in its election, before
the last day of the term or within 30 days afteticeof its election is given, whichever is later.

Should Landlord consent in writing to Tenant'sralien of the Premises, Tenant shall contract wittontractor reasonably approved by
Landlord for the construction of such alteratiostsall secure all appropriate governmental appreaadspermits, and shall complete such
alterations with due diligence in compliance witars and specifications reasonably approved by lbacidAll work performed shall be done
in workmanlike manner and with material (when muetcfically described in the plans and specifiaagioof the quality and appearance
customary in the trade for first-class constructibthe type in which the Premises are locatedsAdh construction shall be performed in a
manner which will not interfere with the quiet eyijoent of other tenants of the Project. Tenant ghwllall costs for such construction and
shall keep the Premises and the Project free aaat of all mechanics' liens which may result frasnstruction by Tenant. If requested by
Landlord, Tenant shall post a bond or other secueiisonably satisfactory to Landlord to prote&iast liens. Tenant will pay directly or
reimburse Landlord for any reasonable cost incubgetandlord in reviewing plans and/or monitorirgnstruction.

15. RELEASE AND INDEMNITY.

a. INDEMNITY. Tenant shall indemnify, defend (usilegal counsel reasonably acceptable to Landlard)save Landlord and its property
manager harmless from all claims, suits, lossavad@s, fines, penalties, liabilities and expensetuding Landlord's personnel and
overhead costs and attorneys fees and other cmsiised in connection with claims, regardless oétlibr such claims involve litigation, but
excluding consequential damages such as lost grofisulting from any actual or alleged injury (uting death) of any person or from any
actual or alleged loss of or damage to, any prggerthe extent caused by (i) Tenant's occupatiea,or improvement of the Premises, or
of its employees, agents or contractors, or (ij) act or omission of Tenant or any subtenant, Beenassignee or concessionaire of Tena
of any officer, agent, employee, guest or invite&enant, or of any such entity in or about thenfises. Tenant agrees that the foregoing
indemnity specifically covers actions brought ks/atvn employees. This indemnity with respect te actomissions during the term of this
Lease shall survive termination or expiration a$ thease. The foregoing indemnity is specificaltyl@xpressly intended to, constitute a
waiver of Tenant's immunity under Washington's ktdal Insurance Act, RCW Title 51, to the exteatessary to provide Landlord with a
full and complete indemnity from claims made by detand its employees, to the extent provided hefl@nant shall promptly notify
Landlord of casualties or accidents occurring ialoout the Premises. LANDLORD AND TENANT ACKNOWLEESTHAT THE
INDEMNIFICATION PROVISIONS OF SECTION 8.b AND THISECTION 15 WERE SPECIFICALLY NEGOTIATED AND AGREED
UPON BY THEM.

b. LANDLORD INDEMNITY. Except as otherwise providéd this Section 15 or Section 16, Landlord shadlémnify, defend (using legal
counsel reasonably acceptable to Tenant) and savant harmless from all claims, suits, lossessfipenalties, liabilities and expenses
(including Tenant's personnel and overhead costatiarneys' fees and other costs incurred in adiorewith claims, regardless of whether
such claims involve litigation, but excluding cogeential damages such as lost profits) resultiomfany actual or alleged injury (including
death) of any person or from any actual or alldged of or damage to, any property to the extensed by the intentional misconduct or
negligence of Landlord or of any employee or agéiandlord in the Common Areas. Landlord agreas the foregoing indemnity
specifically covers actions brought by its own eoyples. This indemnity with respect to actions orssions during the term of this Lease
shall survive termination or expiration of this lseaThe foregoing indemnity is specifically and regsly intended to constitute a waiver of
Landlord's immunity under Washington's Industriddrance Act, RCW Title 51, to the extent necessaprovide Tenant with a full and
complete indemnity from claims made by Landlord aa@&mployees to the extent of their negligence.

LANDLORD AND TENANT ACKNOWLEDGE THAT THE INDEMNIFICATION PROVISIONS OF SECTION 15 WERE
SPECIFICALLY NEGOTIATED AND AGREED UPON BY THEM.

c. RELEASE. Tenant hereby fully and completely veaiand releases all claims against Landlord fol@sses or other damages sustaine
Tenant or any person claiming through Tenant reguftom any accident or occurrence in or uponRhemises, including but not limited to:
any defect in or failure of Project equipment; &ajure to make repairs; any defect, failure, surger interruption of Project facilities or
services; any defect in or failure of Common Ardasken glass; water leakage; the collapse of anldiBg component; or any act, omission
or negligence of céenants, licensees or any other persons or occaipéttie Building, provided only that the releasatained in this Sectic
15.b shall not apply to claims for actual damagpeisons or property (excluding consequential d@sagch as lost profits) resulting direc
from Landlord's breach of its express obligationdar this Lease which Landlord has not cured withieasonable time after receipt of
written notice of such breach from Tenant or anjaridlord’s negligent or willfull misconduct.

d. LIMITATION ON INDEMNITY. In compliance with RCWA.24.115 as in effect on the date of this LeadgyraVisions of this Lease
pursuant to which Landlord or Tenant (the "Indemmmijtagrees to indemnify the other (the "Indemni}emainst liability for damages arising
out of bodily injury to Persons or damage to propeslative to the construction, alteration, repatdition to, subtraction

13



from, improvement to, or maintenance of, any builgliroad, or other structure, project, developmenimprovement attached to real estate,
including the Premises, (i) shall not apply to dgescaused by or resulting from the sole negligehtiee Indemnitee, its agents or
employees, and (ii) to the extent caused by ortingurom the concurrent negligence of (a) thedmmhitee or the Indemnitee's agents or
employees, and (b) the Indemnitor or the Indemisiagents or employees, shall apply only to theréxdf the Indemnitor's negligence;
PROVIDED, HOWEVER, the limitations on indemnity setth in this Section shall automatically and witt further act by either Landlord
or Tenant be deemed amended so as to remove dmg @&strictions contained in this Section no larrgguired by then applicable law.

e. DEFINITIONS. As used in any Section establishimdemnity or release of Landlord, "Landlord" shiattlude Landlord, its partners,
officers, agents, employees and contractors, apdaft" shall include Tenant and any person oneckiiming through Tenant.

16. INSURANCE. Tenant, at its cost, shall maintammercial general liability and property damagaiiiance and products liability
insurance with a single combined liability limit $2,000,000, insuring against all liability of Tenand its representatives, employees,
invitees, and agents arising out of or in connectiith Tenant's use or occupancy of the Premisasdlord may, from time to time, require
modifications of the insurance coverages hereuttdeflect insurance coverages commonly providesinmilar projects in the area.
Commercial general liability insurance, producébliiity insurance and property damage insuranck isisare performance by Tenant of the
indemnity provisions of Section 15. Landlord aredriitanagement contractor shall be named as additisuaed and the policy shall contain
cross-liability endorsements. On all its persomapprty, at its cost, Tenant shall maintain a poti€ standard fire and extended coverage
insurance with vandalism and malicious mischiefagaedments and "all risk" coverage on all Tenanijsrovements and alterations, including
without limitation, all items of Tenant responsityildescribed in Section 13 in or about the Premitethe extent of at least 90% of their full
replacement value. The proceeds from any suchypstiall be used by Tenant for the replacement rdfqmal property and the restoration of
Tenant's improvements or alterations. All insurameepiired to be provided by Tenant under this Le@geshall be issued by Insurance
companies authorized to do business in the statdich the Premises are located with a financighgeof at least an A IX status as rated in
the most recent edition of Best's Insurance Reposhall be issued as a primary policy; shalbhen occurrence basis; and (d) shall
contain an endorsement requiring at least 30 dagspritten notice of cancellation to Landlord ahandlord's lender, before cancellation or
change in coverage, scope or amount of any pdliegant shall deliver a certificate or copy of spdficy together with evidence of payment
of all current premiums to Landlord within 30 dapyfeexecution of this Lease. If Tenant fails at &éinye to maintain the insurance required by
this Lease, and fails to cure such default witiie {5) business days of written notice from Lamdlthen, in addition to all other remedies
available under this Lease and applicable law, laddnay purchase such insurance on Tenant's bahdlthe cost of such insurance sha
Additional Rent due within ten (10) days of writtewoice from Landlord to Tenant.

Landlord and Tenant release and relieve the otimer waive their entire right of recovery for losdamage to property located within or
constituting a part or all of the Building or theofect to the extent that the loss or damage igiE/by (a) the injured party's insurance, ol
the insurance the injured party is required toycander this Article 16, whichever is greater. Thaiver applies whether or not the loss is

to the negligent acts or omissions of Landlord endnt, or their respective officers, directors, lEyges, agents, contractors, or invitees. E
of Landlord and Tenant shall have their respeqtiaperty insurers endorse the applicable insurgnteies to reflect the foregoing waiver of
claims, provided however, that the endorsement sbaibe required if the applicable policy of inance permits the named insured to waive
rights of subrogation on a blanket basis, in wtiake the blanket waiver shall be acceptable.

17. DESTRUCTION. If during the term, more than 268the Premises or more than 10% of the Buildirggadestroyed from any cause, or
rendered inaccessible or unusable from any caws®llard may, in its sole discretion, terminate théase by delivery of notice to Tenant
within 30 days of such event without compensat@ménant. If in Landlord's estimation, the Premisasnot be restored within 120 days
following such destruction, the Landlord shall fipfienant and Tenant may terminate this Lease hyeatg of notice to Landlord within 30
days of receipt of Landlord's notice. If neithemdéord nor Tenant terminates this Lease as provadede, then Landlord shall commence to
restore the Premises in compliance with then exgdws and shall complete such restoration with diligence. In such event, this Lease
shall remain in full force and effect, but theraltlhe an abatement of Base Monthly Rent and Tén&htare of Expenses between the date of
destruction and the date of completion of restoratbased on the extent to which destruction iated with Tenant's use of the Premises.

18. CONDEMNATION.

a. TAKING. If all of the Premises are taken by EarihDomain, this Lease shall terminate as of the @ianant is required to vacate the
Premises and all Base and Additional Rent shatldié to that date. The term "Eminent Domain" shedlude the taking or damaging of
property by, through or under any governmentakatusory authority, and any purchase or acquisitiolieu thereof, whether the damaging
taking is by government or any other person. Ithim reasonable judgment of Landlord, a takingngfgart of the Premises by Eminent
Domain renders the remainder thereof unusabléhbtisiness of Tenant (or the cost of restoratidheoPremises is not commercially
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reasonable), the Lease may, at the option of ejtagy, be terminated by written notice given te tther party not more than thirty (30) days
after Landlord gives Tenant written notice of thking, and such termination shall be effective fab® date when Tenant is required to va
the portion of the Premises so taken. If this Lesas® terminated, all Base and Additional Rentldfepaid to the date of termination.
Whenever any portion of the Premises is taken binEmt Domain and this Lease is not terminated, Llanddshall at its expense proceed v
all reasonable dispatch to restore, to the exteatailable proceeds issued from the taking govemrtad authority and to the extent it is
reasonably prudent to do so, the remainder of theRes to the condition they were in immediatelgnmto such taking, and Tenant shall at
its expense proceed with all reasonable dispatcstore its personal property and all improvemeardde by it to the Premises to the same
condition they were in immediately prior to suckitg. The Base and Additional Rent payable hereushall be reduced from the date
Tenant is required to partially vacate the Premisélse same proportion that the Rentable Areartddaars to the total Rentable Area of the
Premises prior to taking.

b. AWARD. Landlord reserves all right to the entii@mage award or payment for any taking by EmiBamhain, and Tenant waives all
claim whatsoever against Landlord for damagesdionination of its leasehold interest in the Presizefor interference with its business.
Tenant hereby grants and assigns to Landlord ghy Tienant may now have or hereafter acquire th damages and agrees to execute and
deliver such further instruments of assignmentasdlord may from time to time request. Tenant shalvever, have the right to claim from
the condemning authority and keep all compensdhtianmay be recoverable by Tenant on account of@syincurred by Tenant in moving
Tenant's merchandise, furniture, trade fixtureseodpment, provided, however, that Tenant mayrckid keep such damages only if they
are awarded separately in the eminent domain pding@nd not out of or as part of Landlord's dansage

19. ASSIGNMENT OR SUBLEASE. Tenant shall not assigencumber its interest in this Lease or the Fyesmor sublease all or any part
of the Premises or allow any other person or efgixgept Tenant's authorized representatives, grees invitees, or guests) to occupy or
all or any part of the Premises without first obag Landlord's consent, which shall not be unreabty withheld, delayed or conditioned. In
determining whether to consent to a proposed assghor subletting, Landlord may consider any conecia#ly reasonable basis for
approving or disapproving the proposed sublettingssignment, including without limitation any agtfollowing: (i) whether the clientele,
personnel or foot traffic which will be generatedthe business of the proposed assignee or sublessensistent in Landlord's reasonable
opinion with the businesses of other tenants oBhiéding or the Project, (ii) whether the proposesignee has a net worth and financial
strength and credit record reasonably satisfat¢totyandlord, and (iii) whether the use of the Preamiby the proposed assignee or sublessee
will violate or create any potential violation afyalaws or a breach or violation of any other leasagreement by which Landlord is bound.
No assignment or sublease shall release Tenanttfrerabligation to perform all obligations undeisthease unless otherwise agree

writing by Landlord. Any assignment, encumbrancsudrlease without Landlord's written consent dhaloidable and at Landlord's
election, shall constitute a default. If Tenard igartnership, a withdrawal or change, voluntaryoluntary or by operation of law of any
partner, or the dissolution of the partnership|ldfeadeemed a voluntary assignment. If Tenantistsef more than one person, a purported
assignment, voluntary or involuntary or by openatid law from one person to the other shall be dakmvoluntary assignment. If Tenant
corporation, any dissolution, merger, consolidatioiother reorganization of Tenant, or sale or ottensfer of a controlling percentage of the
capital stock of Tenant, or the sale of at lea8t 28 the value of the assets of Tenant shall benddea voluntary assignment. The phrase
"controlling percentage" means ownership of andtrig vote stock possessing at least 25% of tla ¢oimbined voting power of all classes
of Tenant's capital stock issued, outstanding aitlex to vote for election of directors. The twmceeding sentences shall not apply to
corporations the stock of which is traded througleachange or over the counter. One half (1/2ngfrent received by Tenant from its
subtenants or assignees in excess of the Rentlpayalhenant to Landlord under this Lease and gfsams to be paid by an assignee to
Tenant in which is attributable to the leasehotdri@st, prepayment of rent or "buying down" reasgl the costs and expenses incurred by
Tenant in connection with any such sublease ogasgnt) shall be paid to Landlord. If at the tinfiehe proposed assignment or subletting,
the Project is more than 15% vacant, then Tenait sbt charge less on the proposed assignmenthdetting than 95% of the rents being
charged by Landlord for similar spaces in the Ritojeor purposes of this Section 19, the term 'lsintipaces in the Project” shall mean
similar as to (i) location of the floors(s) withihne Project, (ii) views, (iii) types of tenant ingmements and (iv) use. If Tenant requests
Landlord to consent to a proposed assignment deting, Tenant shall pay to Landlord, whether ot consent is ultimately given, $100 or
Landlord's reasonable out of pocket attorney's ife@sred in connection with such request, whichésgreater.

Notwithstanding any other provision of this Sectidh Tenant may sublet all or part of the Premigéts parent corporation, if any; a
subsidiary corporation of Tenant or its parent coagion; or any corporation or other entity owneaontrolled by Tenant, its parent
corporation of any subsidiary of Tenant (each affiliate"). Furthermore, Tenant may assign this é&#o0 any Affiliates, or to any entity
resulting from a merger or consolidation with Temgnovided the assignee's financial condition (net worth and liquidity) is comparable
that of Tenant immediately preceding the date efalsignment.

No interest of Tenant in this Lease shall be asdimby involuntary assignment through operatiotawf (including without limitation th
transfer of this Lease by testacy or intestacyyhia the following acts shall be considered arolaatary assignment: (a) if Tenant is or
becomes bankrupt or insolvent, makes an
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assignment for the benefit of creditors, or inséituproceedings under the Bankruptcy Act in whiehdnt is the bankrupt party; or if Tenar

a partnership or consists of more than one persentdy, if any partner of the partnership or atperson or entity is or becomes bankrupt or
insolvent, or makes an assignment for the bengéiteditors; or (b) if a writ of attachment or exéion is levied on this Lease; or (¢) if in any
proceeding or action to which Tenant is a partgcaeiver is appointed with authority to take posgasof the Premises. An involuntary
assignment shall constitute a default by Tenantlamdilord shall have the right to elect to termindhtis Lease, in which case this Lease shall
not be treated as an asset of Tenant.

20. TENANT DEFAULT.

a. EVENTS OF DEFAULT. The occurrence of any of tbkowing shall constitute a default by Tenant:gijailure to pay Rent, Additional
Rent or other charge when due, provided that Laddiball not exercise any of its rights under Séstion 20(a)(i) until Landlord has given
Tenant notice of such default and a cure peridilef(5) business days from receipt of such notiece] Tenant has failed to pay such Rent,
Additional Rent or other charge within such cureiqeprovided that, with respect to sums due othan Rent and Additional Rent; (ii)
abandonment and vacation of the Premises (faitluoetupy and operate the Premises for ten conseatdiys while in monetary default
under this Lease shall be conclusively deemed anddmment and vacation); (iii) failure to performyather material provision of this Lea
provided that Landlord shall not exercise any sfights under this Section 20(a)(iii) until Landidhas given Tenant notice of such default
and a cure period of thirty (30) days from receipgsuch notice, and Tenant has failed to cure sie¢ault within such cure period, provided
further that if more than thirty (30) days are riegd to complete such performance, the cure pesiadl not be deemed to have run so long as
Tenant commences to cure such default within thigyth

(30) day period and thereafter diligently pursussompletion; or (iv) the making by Tenant of ay/gneral assignment or general arrange
for the benefit of creditors or the filing by oraagst Tenant of a petition in bankruptcy, includhegrganization or arrangement, unless in the
case of a petition filed against Tenant and theesandismissed within thirty (30) days, or the appuoent of a trustee or receiver to take
possession of substantially all of Tenant's adeetged at the Premises or of Tenant's interettisn_ease. The notices required by this
Section 20 are intended to satisfy any and allceatequirements imposed by law on Landlord andhatén addition to any such requirement.

b. LANDLORD'S REMEDIES. Landlord shall have theléoVing remedies if Tenant is in default. (These e€lies are not exclusive; they are
cumulative and in addition to any remedies nowater allowed by law): Landlord may terminate Tefsanght to possession of the Premises
at any time. No act by Landlord other than givirgice to Tenant shall terminate this Lease. Actsiaintenance, efforts to relet the Premi
or the appointment of a receiver on Landlord'satiite to protect Landlord's interest under thisge shall not constitute a termination of
Tenant's right to possession. Upon terminationesfant's right to possession, Landlord has the tigtgcover from Tenant: (1) the worth of
the unpaid Rent that had been earned at the tirtexrafnation of Tenant's right to possession; li2)worth of the amount of the unpaid Rent
that would have been earned after the date of iation of Tenant's right to possession; (3) angio#dmount, including but not limited to,
expenses incurred to relet the Premises, couotnaty and collection costs, necessary to compehsaw@iord for all detriment caused by
Tenant's default. "The Worth," as used for Itemilflthis Paragraph 21 is to be computed by alloviigrest at the rate of 15 percent per
annum. If the interest rate specified in this Leiadaigher than the rate permitted by law, therggerate is hereby decreased to the maximum
legal interest rate permitted by law. "The Wortk"used for Item (2) in this Paragraph 21 is todrapmuted by discounting the amount at the
discount rate of the Federal Reserve Bank of Sandisco at the time of termination of Tenant'strigipossession.

21. LANDLORD DEFAULT. Landlord shall not be in defdiunless Landlord fails to perform its obligatsowithin thirty (30) days after
notice by Tenant, specifying wherein Landlord reiketl to perform; provided, that if the nature afidlord's obligation is such that more tl
thirty (30) days are required for performance, Uardishall not be in default if Landlord commengesformance within thirty (30) days of
Tenant's notice and thereafter diligently compl@gormance within a reasonable time. Tenantlgsignder this Lease shall be limited to
actions for damages and/or specific performanog nandefault by Landlord shall entitle Tenant téhlubld or offset rent, terminate this Le
or to engage in self-help remedies, provided oslfodows: If Landlord is in default under this lssg and such default materially adversely
affects Tenant's ability to do business from thenfitses, and Landlord fails to cure such defauliiwib commercially reasonable time for
emergencies and otherwise within thirty (30) daysravritten notice from Tenant (provided thatufch default cannot be cured with 30 days,
then if Landlord fails to commence to cure withcd&ys and diligently pursue such cure to completithen Tenant shall, upon two (2)
business days prior written notice to Landlord eh@nt's intent to cure the default, be entitledui@ the default and the reasonable cost of
cure shall be reimbursed by Landlord to Tenant Wittty (30) days of invoice therefor. If Landlofdils to make such reimbursement, then
any issues relating to such default and cure shtadlither party's election, be resolved by a shagbitrator before the American Arbitration
Association ("AAA") under the Arbitration Rules tife AAA modified as follows: (i) the total time fnrodate of demand for arbitration to fi
award shall not exceed 25 days; (ii) the arbitratall be chosen by the AAA without submittal atdi and subject to challenge only for good
cause shown;

(iii) all notices may be by telephone or other &l@tic communication with later confirmation in wimig; (iv) the time, date, and place of the
hearing shall be set by the arbitrator in his ardwde discretion, provided that
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there be at least 3 days prior notice of the hgafiw) there shall be no post-hearing briefs; (Rgre shall be no discovery except by order of
the arbitrator; and (vii) the arbitrator shall isshis or her award within 7 days after the closthefhearing. The arbitration shall be held in the
county in which the Premises is located. The deisi the arbitrator shall be final and bindingtba parties and judgment on the award
rendered by the arbitrator may be entered in anyt@d competent jurisdiction. The fees and expsrmdehe arbitrator shall be paid half by
Landlord and half by Tenant unless the arbitratmidles otherwise in its discretion. The partiedl gzh hold harmless and indemnify the
arbitrator from any claims arising in connectiorihwthe arbitration.

22. ENTRY ON PREMISES. Landlord and its authoriregresentatives shall have the right to enter teenBes at all reasonable times, with
reasonable notice given to Tenant except in the ohan emergency, for any of the following purmoga) to determine whether the Premises
are in good condition and whether Tenant is comlytith its obligations under this Lease; (b) toathy necessary maintenance and to make
any restoration to the Premises or the Projectlthatllord has the right or obligation to perform) {0 post "for sale" signs at any time during
the term, to post "for rent" or "for lease" signgidg the last 90 days of the term, or during aesiqa while Tenant is in default; (d) to show
the Premises to prospective brokers, agents, buger@nts or persons interested in leasing or @ging the Premises, at any time during the
term; or (e) to repair, maintain or improve thejBcband to erect scaffolding and protective bad&s around and about the Premises but not
S0 as to prevent entry to the Premises and to ylother act or thing necessary for the safety es@rvation of the Premises or the Project.
Landlord shall not be liable in any manner for amgonvenience, disturbance, loss of business, nogsar other damage arising out of
Landlord's entry onto the Premises as providetigi$ection 22. Tenant shall not be entitled talastement or reduction of Rent if Landlord
exercises any rights reserved in this Section 2&dlord shall conduct his activities on the Premeg provided herein in a commercially
reasonable manner so as to limit inconveniencegyamce or disturbance to Tenant to the maximunnéxtecticable and to execute
confidentiality agreements relating to enteringaar&éenant keeps secure for intellectual propeggaers. For each of these purposes, Lan
shall at all times have and retain a key with whizhinlock all the doors in, upon and about therises, excluding Tenant's vaults and safes.
Tenant shall not alter any lock or install a nevadditional lock or bolt on any door of the Premigathout prior written consent of Landlord.
If Landlord gives its consent, Tenant shall furnistndlord with a key for any such lock.

23. SUBORDINATION. Without the necessity of any aithal document being executed by Tenant for tinpse of effecting a
subordination, and at the election of Landlordmmy mortgagee or any beneficiary of a Deed of Twitlt a lien on the Project or any ground
lessor with respect to the Project, this Lease $igasubject and subordinate at all times to (ajralund leases or underlying leases which
now exist or hereafter be executed affecting tlogelet, and (b) the lien of any mortgage or deettust which may now exist or hereafter be
executed in any amount for which the Project, gcol@ases or underlying leases, or Landlord's istereestate in any of said items is
specified as security. This subordination shals&i operative, provided that so long as Tenanbtsn default hereunder beyond the
applicable Section 20 cure period, Tenant shalef@ntinued enjoyment of the Premises free fromdastyirbance or interruption by reason
of any foreclosure of Lender's deed of trust ortgemge. In the event that any ground lease or uyidgrlease terminates for any reason or
mortgage or Deed of Trust is foreclosed or a coawey in lieu of foreclosure is made for any rea3@mant shall, notwithstanding any
subordination, attorn to and become the Tenarti@bticcessor in interest to Landlord, at the opifcsuch successor in interest. Tenant
covenants and agrees to execute and deliver, ugroamtd by Landlord and in the form requested by laaddany additional documents
evidencing the priority or subordination of thisdse with respect to any such ground lease or widgitleases or the lien of any such
mortgage or Deed of Trust, subject to the non-distnice provisions contained herein. If Tenant faildeliver such subordination document
as required herein, then Tenant hereby irrevocapoints Landlord as attorney-in-fact of Tenargxecute, deliver and record any such
document in the name and on behalf of Tenant.

Tenant, within ten days from notice from LandlasHall execute and deliver to Landlord, in recorddbtm, certificates stating that this Le

is not in default, is unmodified and in full foraed effect, or in full force and effect as modifiadd stating the modifications. This certificate
should also state the amount of current monthlytRba dates to which Rent has been paid in adyamzethe amount of any security deposit
and prepaid Rent. Failure to deliver this certiéice Landlord within ten days shall be conclusipen Tenant that this Lease is in full force
and effect and has not been modified except ashmagpresented by Landlord.

24. NOTICE. Any notice, demand or request requirectunder shall be given in writing to the partgttssimile number or address set forth in
Section 1 hereof by any of the following means:p@jsonal service;

(b) electronic communication, whether by telexegebm or facsimile;

(c) overnight courier; or (d) registered or ceetifj first class mail, return receipt requested hSaddresses may be changed by notice to the
other parties given in the same manner as abowédach Any notice, demand or request sent pursigegither subsection (a) or (b) hereof
shall be deemed received upon such personal sewiggon dispatch by electronic means with eleétroonfirmation of receipt. Any notice,
demand or request sent pursuant to subsectiorefephshall be deemed received on the businessraagdiately following deposit with the
overnight courier and, if sent pursuant to subsacti

(d), shall be deemed received forty-eight (48) bdalowing deposit in the U.S. mail.

25. WAIVER. No delay or omission in the exerciseanf right or remedy by Landlord shall impair suigit or remedy or be construed as a
waiver. No act or conduct of Landlord, includinghaut limitation, acceptance of the keys to thetises, shall constitute an acceptance of
the surrender of the Premises by Tenant before
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the expiration of the term. Only written noticerfrd_andlord to Tenant shall constitute acceptanabd®furrender of the Premises and
accomplish termination of the Lease. Landlord'ssem to or approval of any act by Tenant requitinagdlord's consent or approval shall not
be deemed to waive or render unnecessary Landlmrdsent to or approval of any subsequent act Ioafte Any waiver by Landlord of any
default must be in writing and shall not be a waiveany other default concerning the same or ghgroprovision of the Lease. TENANT
SPECIFICALLY ACKNOWLEDGES AND AGREES THAT, WHERE TEANT HAS RECEIVED A NOTICE TO CURE DEFAULT
(WHETHER RENT OR NON-RENT), NO ACCEPTANCE BY LANDLRD OF RENT SHALL BE DEEMED A WAIVER OF SUCH
NOTICE, AND, INCLUDING BUT WITHOUT LIMITATION, NO ACCEPTANCE BY LANDLORD OF PARTIAL RENT SHALL BE
DEEMED TO WAIVE OR CURE ANY RENT DEFAULT. LANDLORIMAY, IN ITS DISCRETION, AFTER RECEIPT OF PARTIAL
PAYMENT OF RENT, REFUND SAME AND CONTINUE ANY PENING ACTION TO COLLECT THE FULL AMOUNT DUE, OR
MAY MODIFY ITS DEMAND TO THE UNPAID PORTION. IN EIHER EVENT THE DEFAULT SHALL BE DEEMED UNCURED
UNTIL THE FULL AMOUNT IS PAID IN GOOD FUNDS.

26. SURRENDER OF PREMISES; HOLDING OVER. Upon eation of the term, Tenant shall surrender to Lartitbe Premises and all
Tenant improvements and alterations in good camiexcept for ordinary wear and tear and altematibenant has the right or is obligated to
remove under the provisions of Section 14 hereémaht shall remove all personal property includimighout limitation, all data and phone
wires and other improvements which Landlord hasireq Tenant to remove pursuant to Section 14 iiliixF of this Lease. Landlord can
elect to retain or dispose of in any manner Teggm@tsonal property not removed from the Premigéegelmant prior to the expiration of the
term. Tenant waives all claims against Landlordaioy damage to Tenant resulting from Landlord'snn or disposition of Tenant's
personal property. Tenant shall be liable to Larwifor Landlord's cost for storage, removal or disgd of Tenant's personal property.

If Tenant, with Landlord's consent, remains in jgssson of the Premises after expiration or termonadf the term, or after the date in any
notice given by Landlord to Tenant terminating thésse, such possession by Tenant shall be deentedat month-to-month tenancy
terminable as provided under Washington law, byegiparty. All provisions of this Lease, exceptsbgertaining to term and Rent, shall
apply to the month-to-month tenancy. During anydbekr term, Tenant shall pay Base Monthly Rennim@ount equal to 150% of Base
Monthly Rent for the last full calendar month dugrithe regular term plus 100% of Tenant's sharexpERses pursuant to Section 4(c)(3).

27. LIMITATION OF LANDLORD'S LIABILITY. In consideation of the benefits accruing hereunder, Tenargemgthat, in the event of any
actual or alleged failure, breach or default of théase by Landlord, Landlord's liability undeisthease shall be limited to, and Tenant shall
look only to Landlord's interest in the Project dhe rents and proceeds thereof.

28. MISCELLANEOUS PROVISIONS.
a. TIME OF ESSENCE. Time is of the essence of @aohision of this Lease.

b. AUTHORITY. If Tenant is a corporation, Tenantiwdeliver to Landlord, contemporaneously with thisase, an authorizing resolution by
Tenant's Board of Directors, authorizing the pegspexecuting this Lease to do so, or other evidaisuch person(s) authority as is
reasonably satisfactory to Landlord.

¢. SUCCESSORS. This Lease shall be binding onraun@ ito the benefit of the parties and their susmess except as provided in
Section 19 herein.

d. LANDLORD'S CONSENT. Except as otherwise speaificprovided herein, any consent required by Larglunder this Lease must be
granted in writing and may be withheld by Landlordts sole and absolute discretion unless othenpisvided herein.

e. COMMISSIONS. Each party represents that it trd$ad dealings with any real estate broker, firmtesther person with respect to this
Lease in any manner, except for the broker idexatifn

Section 1(p), who shall be compensated by the pdetytified in

Section 1(p). Landlord and Tenant recognize thigtgiossible that they may hereafter make additiageeements regarding further extension
or renewal of this Lease or a new lease or leaseallfor one or more parts of the Premises orratpace in the Project for a term or terms
commencing after the Commencement Date of thisd.daendlord and Tenant recognize that it is alsssjide that they may hereafter moc
this Lease to add additional space or to substipéee as part of the Premises. If any such addltagreements, new leases or modifications
to this Lease are made (except for the exerciFenént's Option to Lease the Building Three Op8pace), unless otherwise agreed in
writing by Landlord, Landlord shall not have anyigation to pay any compensation to any real edied&er or to any other third person
engaged by Tenant to render services to Tenamtrinection with negotiating such matters, regardésshether under the circumstances
such person is or is not regarded by the law agent of Landlord.

f. OTHER CHARGES. If either party commences anigdition against the other party or files an appéal decision arising out of or in
connection with the Lease, the prevailing partylldbeentitled to recover from the other party @eagble attorney's fees and costs of suit. If
Landlord employs a
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collection agency to recover delinquent chargegafieagrees to pay all collection agency and ayw'rfees charged to Landlord in addition
to Rent, late charges, interest and other sumshpayader this Lease. Tenant shall pay a char§@®to Landlord for preparation of a
demand for delinquent Rent.

g. FORCE MAJEURE. Neither party shall be deemedefault hereof nor liable for damages arising fiitsrfailure to perform its duties or
obligations hereunder if such is due to causesrizkits reasonable control, including, but not ledito, acts of God, acts of civil or military
authorities, fires, floods, windstorms, earthqualséiskes or labor disturbances, civil commotioelays in transportation, governmental de
or war, provided nothing in this subparagraph dlirait or otherwise modify or waive Tenant's obliiga to pay Base Rent and Additional
Rent as and when due pursuant to the terms oféase, or Landlord's obligation to timely make @aayments which Landlord is required to
make to Tenant pursuant to this Lease.

h. RULES AND REGULATIONS. Tenant shall faithfullypeerve and comply with such commercially reasonaiaa-discriminatory "Rules
and Regulations" as Landlord may from time to texept by written notice. Landlord shall not be @sgible to Tenant for the violation or
non-performance by any other tenant or occupattteobuilding or Project of said tenant or occupaletise or of any of said Rules and
Regulations.

i. LANDLORD'S SUCCESSORS. In the event of a saleamveyance by Landlord of the Project, the saradl eperate to release Landlord
from any liability under this Lease from and aftiee date of the sale or conveyance, and in suaht @amdlord's successor in interest shall be
solely responsible for all obligations of Landlandder this Lease.

j. INTERPRETATION. This Lease shall be construed amerpreted in accordance with the laws of tlagesin which the Premises ¢

located. This Lease constitutes the entire agreebetween the parties with respect to the Prengindshe Project, except for such guarar
or modifications as may be executed in writing lg parties from time to time. When required bydbetext of this Lease, the singular shall
include the plural, and the masculine shall incltidefeminine and/or neuter. "Party" shall meandlard or Tenant. If more than one person
or entity constitutes Landlord or Tenant, the ddifigns imposed upon that party shall be joint amdgal. The enforceability, invalidity or
illegality of any provision shall not render thénet provisions unenforceable, invalid or illegal.

k. CLEAN AIR ACT. Tenant acknowledges that LandIdrak not made any portion of the Premises or thieliBg accessible for smoking in
compliance with WAC 296-62-12000. If Tenant wishesnake any portion of the Premises accessiblsrfaking, Tenant shall make all
improvements necessary to comply with all applieafdvernmental rules and regulations. Tenant aclaunes that the indemnity contained
in Section 15 of the Lease includes, but is noitéichto claims based on the presence of tobaccéem®a result of the activities of Tenant,
its employees, agents, or guests.

29. OPTION TO EXTEND. So long as Tenant is not atenial default under the terms of the Lease, Teslaall have the right to extend the
term of the Lease for two (2) additional termsivéf(5) years each (the "Extension Terms"). Teagnées to notify Landlord in writing of
Tenant's intent to renew at twelve (12) monthsrgadhe termination of the then current lease térhe rental rate during the Extension
Terms shall be equal to the then Fair Market ReR&b (adjusted for lease concessions) for comfmasglace located in Lower Queen Anne,
Seattle, Washington.

Within thirty (30) days following Tenant's notice tandlord of Tenant's desire to extend the Lelasedlord shall notify Tenant of the
proposed Extended Term Base Rent, which shall baleq the then Fair Market Rental Rate of the Rsem Fair Market Rental Rate shall
defined as the annual Base Rent (projected frondae of the commencement of the payment of amengl to which it applies) which
Tenant would expect to pay and Landlord would ekpececeive under leases of space of comparabdeasid quality to the Premises and as
provided for in and on terms and conditions comiplarto, this Lease covering premises similar toRhemises. Tenant shall have thirty

(30) days following receipt of Landlord's noticetbé proposed Extended Term Base Rent, in whi@ttept such determination; or to agree
with Landlord on a stipulated Fair Market Rentatdra

If Tenant notifies Landlord, within the aforesalrty (30) day period, that Tenant disputes thevBiting Market Rate quoted by Landlord,
the parties shall, during the following thirty (3f8ys, negotiate in good faith to determine the WshiBase Rent for the renewal Term. If
within said thirty-day period the parties are umsatol agree on the Annual Base Rent, then withir(X8hdays thereafter, each party shall
select a qualified appraiser experienced in apipgaisommercial rental properties in the vicinitytbé Building, who shall submit appraisals
for the Premises within thirty (30) days of thgdpaintment. If the difference between the appraiiafive percent (5%) or less, the Prevai
Market Rate shall be determined to be the aver&tfeedwo appraisals. If the difference is gredian five percent (5%), then the two
appraisers shall select a third qualified appraides shall submit an appraisal within the thirt@)8lays following the submission of the first
appraisals. The Prevailing Market Rate shall thethie average of the two (2) closest appraisals.féés of each appraiser shall be paid by
the party appointing the appraiser and the fegleothird appraiser, if any, shall be shared egunlithe parties.
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The option shall be void if, at the time of exeectsf such option, Tenant is not in possession@fttemises or is in default under this Leas
if Tenant fails to deliver the requisite noticertaf within the time period specified above. Théi@pgranted herein shall not be severed f
this Lease, separately sold, assigned, or traesferr

30. RENT ABATEMENT. Notwithstanding anything to thentrary contained herein, Tenant shall not Hadidor the payment of Annual
Base Rent or Tenant's Share of Operating Costh&22,699 square feet of Rental Area of the Psesnidentified as Floor Two of Building
Two (Rental Abatement Space), or other full flanBiuilding Two that Tenant may select instead @FTwo), for the period commencing
with the Lease Commencement Date and ending oedtiier of (a) the commencement of month thirtek8) of the initial lease term or (b)
the date that beneficial occupancy of Floor Tw®ofiding Two) commences. Should Tenant occupy flean the full floor prior to the
commencement of month thirteen (13), then the AhBaae Rent and Tenant's Share of Operating Cbatkl®e charged for that portion of
the floor being occupied. Tenant covenants andesgienotify Landlord immediately at such time @&ndnt commences occupancy of the
Rental Abatement Space. Upon commencement of itteghth (13th) month of the lease term the fulltras provided for in Section 1 shall
be due and payable no matter how much of the RAbtaiement Space is occupied.

Tenant shall provide Landlord six (6) months prigitten notice on the occupancy date desired iroto allow for the completion of tenant
improvements of the Rental Abatement Space.

31. TENANT IMPROVEMENT ALLOWANCE. Landlord shall pride Tenant with an allowance (the "Tenant Improgat Allowance") of

up to Thirty Dollars ($30.00) per Rentable Squawetfof the Premises initially leased. The Tenargriomement Allowance may be used only
for actual out-of-pocket costs of labor and materfacluding Washington State Sales Tax), andafbprofessional design services necessary
for the design and permitting of the Tenant Worovided by qualified third party contractors appedwby Landlord for construction of the
Tenant Work, which approval will not be unreasogahithheld, delayed or conditioned. The Tenant Wankl method of payment is set forth
in Exhibit F hereto.

32. ARCHITECTURAL AND ENGINEERING SERVICES. Landibishall provide Tenant with an allowance for schigerepace plans
performed by an approved space planner up to aimemiamount of $.12 per rentable square foot oPttenises. This design allowance
shall be paid by Landlord within twenty (20) day®ainvoice by Tenant with reasonable documentasioowing costs actually incurred.

33. OPTION SPACE. Tenant shall have the optiore&sé one full floor, up to a maximum of two contigs full floors, of Building Three
("Building Three Option Space") by providing writt@otice to Landlord at least thirteen (13) mornthadvance of the desired delivery dat
said Building Three Option Space along with the amt@f space to be leased. The Building Three @fipace shall be Floor One and Floor
Two of Building Three. The last date on which veiittnotice can be given by Tenant to lease thisdBigi Three Option Space is July 1, 2C

If Tenant gives written notice on the last avaiabate, the Building Three Option Space would modélivered for occupancy until August 1,
2002. Landlord shall determine the configuratidre (full floor to be taken if less than two full dics are required and the location on the floor
of any space that is more than one full floor lesslthan two full floors) of the Building Three @pt Space with input from Tenant, once
written notice is given by Tenant.

Landlord reserves the right to either:;
a. Proceed with construction of Building Three adyeas August 1, 1999 for delivery on or aboutdbetr 1, 2000; or

b. Delay the commencement of construction of Bagdrhree until Landlord is in receipt of Tenantistign notice to lease space in Building
Three.

Landlord reserves the right to enter into leasék third party tenants on Floor Three and FloorrFaflBuilding Three at any time, subject to
Tenant's Right of First Refusal per Section 35 Wwelo

Should Landlord elect to commence constructionufding Three prior to Tenant providing written i@ of its intent to lease the Building
Three Option Space, Landlord shall hold the Buidiinree Option Space off the market for Tenant undy 1, 2001, which is the last date
which Tenant can exercise its option to lease thiedBig Three Option Space.

Tenant's option to lease all of the Building Th@&ion Space is subject to Tenant meeting certdi@rion as described in Exhibit G, Option
Space Performance Criterion. As further describdexhibit G, Tenant's option to lease the Buildirigee Option Space shall be reduced to
one (1) floor (either the first or second floorBiilding Three at Landlord's sole discretion) i¢tfriterion is not met.

The Rental Rate for the Option Space shall be tineot rental rate that Tenant is then paying Lamtiunder the initial lease term and the
Landlord Provided Tenant Improvement AllowanceBailding Three shall be the same as provided fdtdBwg Two) under the initial lease
term. The lease expiration date for the Option 8=mall be coterminous with the initial lease téomBuilding Two.
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34. RIGHT OF FIRST REFUSAL. So long as Tenant isinanaterial default under the terms of the ledsmant shall have the Right of Fi
Refusal (ROFR) to:

a. Lease the third and fourth floors of Buildingré® should Landlord exercise its rights to ent&y ieases with third party tenants prior to the
time tenant exercises its option to lease its Bugjd’hree Option Space; and

b. Lease any and all contiguous space when it bes@wailable (ROFR Space) throughout the initiahtef this Lease and any subsequent
Extension Term.

If Landlord receives a bona fide written offer franthird party to lease all or part of such ROFR@@y Landlord shall first notify Tenant in
writing that such ROFR Space is available to Tefianiease. Such Landlord notice shall includerttegerial terms and conditions contained
in said third party offer (Term, Rent, Tenant Imggment Allowance, etc). Tenant shall have ten fL@jness days, from receipt of Landlo
notice, to respond in writing with its intent take or not to lease the ROFR Space under subéitatitmsame terms and conditions as
contained in Landlord's notice.

If Tenant notifies Landlord of its intent to leabe ROFR Space, then Landlord and Tenant shalf eritea written agreement modifying and
supplementing this Lease and specifying that SUORR Space is a part of the Premises under thiselaad containing other appropriate
terms and provisions relating to the addition & BROFR Space to this Lease.

In the event Tenant does not exercise in writiegritent to lease said ROFR Space within ten (L6)ness days of Landlord's notice to
Tenant, then Landlord shall thereafter be freeetd such ROFR Space to any third party, under anhatly the same terms and conditions as
contained in Landlord's notice, free of Tenangbtio lease the ROFR Space. Tenant shall be tnéeglany ongoing period in which the
ROFR Space remains unleased to request that Lahdiespen discussions with Tenant, which Landltralslo, subject to any ongoing
discussions that Landlord may then or thereaftgaga in with other prospective tenants and Lantiaight to lease the ROFR Space under
substantially the same terms and conditions asagted in Landlord's notice.

35. RIGHT TO TERMINATE. So long as Tenant is notiaterial default under the terms of this Leas@ghié shall have a one time Right to
Terminate the Lease effective at the end of thetgifpurth (84th) month of the initial lease termbgect to the conditions contained in this
Section. In order to exercise this Right to Terrtendenant shall provide Landlord with written meti('the Notice") by the end of the 72nd
month of the Initial Lease Term (at least twelvg)(honths' notice). If Tenant exercises this Righterminate, it shall be obligated to pay all
amounts due under the Lease until the earliereetid of the eighty-fourth (84th) month of theildit ease Term or the effective date of any
third party lease for the Premises, at which pdgmant's obligations under the Lease will cease@xo the extent that there is any (i)
difference between the monthly base rent paid bythird party tenant, and the Base Monthly Rentuhater the Lease; and (i) any rent or
other sums owed by Tenant to Landlord from theqokprior to the effective date of the Terminatibnno event shall Tenant have any
obligations under the Lease after the end of thbtgifourth month, provided Tenant has compliechwfite terms of this Section and has no
outstanding defaults under the terms of this Le@snant shall, within thirty (30) days of Landl@déeceipt of Tenant's notice to exercise this
Right to Terminate, pay Landlord's unamortized €@lsdsed upon a twelve (12) year amortization deaitd an interest rate of eight percent
(8%) per annum) including, but not limited to, thenant Improvement Allowance, Schematic Space Rllawance and real estate
commissions in connection with the initial leasahs Premises to the Tenant. This Right to Terreinaly applies to the Premises in Build
Two.

Tenant may exercise its Right to Terminate undgradrihe following conditions:

a. CONTRACTION OF THE PREMISES. If Tenant wishe®tzupy a smaller premises, Tenant shall submititeew request to Landlord,
within thirty (30) days of the Notice, to have tige of the Premises reduced to the size spedifietbnant. Landlord will notify Tenant of its
decision whether to grant Tenant's request withity $60) days of receipt of such request. If Lardl elects to reduce the size of the
Premises, Tenant will be required to pay Landlaudamortized costs, as described above, withityt(®0) days of Landlord's notice that it
will allow the size of the Premises to be redugadyided that the amount of such unamortized csisdll be prorated based on the size of the
reduced Premises. If Landlord declines Tenantsasifo reduce the Premises, then Tenant may sgétsiRight to Terminate as described
above.

b. CESSATION OF BUSINESS. Tenant or any successiitlyeceases having its main administrative officethe Seattle-Bellevue
Metropolitan area.

Tenant and Landlord agree that this Right to Teat&ins not to be used to facilitate the move ofargrirom 401 Elliott West to another
building in the Seattle-Bellevue Metropolitan apesor to the end of the initial Lease term excepstated in this Section.
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36. EARLY POSSESSION. Tenant shall have the norusie right to possess the initial leased premiisity (30) days prior to Lease
Commencement for the purpose of the installatiofesfant's furniture, fixtures and equipment. Tersduatl not be charged base monthly rent
or operating expense charges during said EarlyeBsgs period. Tenant shall coordinate its movaetivities with the contractor's working
on the site so as not to impede the final completitthe Shell & Core Improvements, including putishtype activities. Tenant shall be
responsible for the removal and disposal of Teadnthiture and fixture vendor's cartons and trash.

37. TENANT SIGNAGE. Tenant shall have the rightTahant's expense, to install dominant buildingnage on the Building as long as it
leases in excess of fifty percent (50%) of theabla area of the Building. Tenant's signage steafiubject to all governmental codes and
Landlord's prior written approval, which approvallwot be unreasonably withheld, delayed or candiéd for signage consistent with the
Landlord's architectural principles for the Projécndlord shall have the right to withhold its apgal of any sign(s) which in its reasonable
judgment are not harmonious with the design stahdhthe Building. A signage exhibit, providing necdetail to size and location, is furtt
detailed in Exhibit D. Tenant shall have the foliog/signage opportunities:

a. Install one monument sign adjacent to the entrin the landscaped area adjacent to the Building

b. Install two exclusive, back lighted, pin-mountggns on the top parapet of the Building; one gignwall, on the South, West or East
elevations (i.e. 2 of those three walls).

38. FIBER OPTICS. Tenant shall have the right &idh satellite dishes, fiber optics and relatedigapent for Tenants sole use at Tenant's
sole cost, expense and liability, subject to Lardifoapproval of the location and method of inatadh, which shall not be unreasonably
withheld or delayed for installations that do naerfere with other electronic installations on Buglding. Tenant's rights pursuant to this
Section shall include the right to make reasonedgéacements, upgrades and additions subject tietines of this Section.

39. USE OF THE ROOF FOR BUSINESS PURPOSES. Termatitlsave the right to enter on the roof of thel@unig from time to time, in
accordance with the provisions of this Section waitH the prior approval of Landlord, for the purpasf installing and maintaining, at
Tenant's sole cost and expense, equipment in cbonedth Tenant's use of the Premises (the "Tésdguipment") at locations, designated
by Landlord. Tenant shall submit drawings, speatfims, and installation data for Tenant's Equipnt@handlord for its approval prior to
installation.

Installation of Tenant's Equipment shall be accashgld under the direct supervision of Landlord enalccordance with reasonable rules and
regulations prescribed by Landlord. Tenant's Eqeipinshall be grounded in accordance with Underveriteboratories, Inc. requirements.

Tenant shall make no penetration of the Buildimgéf during installation or removal of Tenant's Fauent without the prior written consent
of Landlord. Tenant shall be responsible for thet ©f repairing all damages to Landlord's propegysed by the installation, operation,
repair, or removal of Tenant's Equipment, excephéoextent caused by Landlord, its contractorgnaployees. Furthermore, in the event
Landlord determines that the Building roof mustégeaired or resealed as a direct or indirect redutie installation, maintenance, repair, or
removal of Tenant's Equipment, except to the extansed by Landlord, its contractors, or employaksuch repairing and/or resealing shall
be performed by Landlord's designated contractdeatnt's sole cost and expense.

Upon termination of this Lease, Tenant, at its sol&t, shall remove Tenant's Equipment from thé ebthe Building, subject to the
provisions of this Section. Removal of Tenant'sipoent shall be done in a manner satisfactory tudlard.

If access to the Building roof is required by Tenartimes other than normal business hours, Laddkserves the right to charge Tenant any
actual costs incurred by Landlord for overtime watgeLandlord's employees or contractors.

Tenant shall obtain and maintain all necessary k€@ses, if any, and all other governmental apalsJicenses, and permits required to
operate Tenant's Equipment, which operation slulimerfere with the quiet enjoyment of the tesanmithin the Building.

Tenant agrees that Landlord hereafter shall haeigit to install and to grant others the righirnstall transmitting equipment, satellite
dishes, antennae, and similar equipment on theafotble Building, so long as neither the instatiathor operation of such equipment
interferes with the operation of Tenant's Equipment

Tenant agrees that transmissions from Tenant'pEwgnt shall not cause interference with transmissaf other persons currently operating
communications equipment in the Business Commubiipan written notification from Landlord of suchténference, Tenant shall
immediately stop operation of Tenant's Equipmentaot resume operation until such interferencaiiga. Any future agreement granting
another tenant of the Building or any other perthanright to make rooftop installations shall cami@ covenant by such other tenant or pe
that its installation and operation of rooftop quuent will not
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interfere with the operation of Tenant's Equipmeand that if such interference occurs, such oteauit or other user shall cease installation
or operation of its equipment until such interferetis cured.

40. FOOD SERVICE SPACE. Landlord has committeddéoant to lease up to 2,000 square feet of spate iBoutheast corner of the first
floor of Building Two to a third party food servitenant. Landlord has not commenced negotiatiotfs aviy food service vendors and,
therefore, the exact amount of space to be leasatis use is not finalized. Tenant and Landldrdllswork together to finalize this layout
and Tenant agrees to lease the space up to thiedoshaemising line of the food service space. Temaay, at any time up to the execution of
Landlord's lease for food service space, exertssSROFR to lease said space.

41. TENANT PARKING. Notwithstanding the provisiongSection 11.a., four
(4) parking spaces located under the footprintwifdihg Two and reasonably close to the BuildingoTelevator may be reserved by Tenant
to be designated as F5 Network spaces.

42. EMERGENCY POWER GENERATOR. The Premises shallide an electrical generator pad located by Laddhithin the

underground parking garage (the "Generator Padii§.Generator Pad shall be constructed by Tenatdardance with plans approved in
advance by Landlord, which approval will not beaasonably withheld, delayed or conditioned, ancttviplans shall include fencing and
such curbing as is necessary to contain any fukl pnant may install on the Generator Pad a bpakenerator and fuel tank (collectively
the "Generator"), the make, model and design otkkhall be subject to Landlord's prior approvdlioh approval will not be unreasonably
withheld, delayed or conditioned. The design aneration of the Generator and Generator Pad shallible as to avoid material interference
with other tenants (whether due to vibration, noismes, or otherwise) resulting from operatiorihaf Generator. The Generator shall be 1|
only for periodic testing and in the event Tenaptimary electrical service is interrupted for amgson. All testing shall take place at times
reasonably selected to minimize interference witleptenants. The Generator shall be used onlgdokup power, and may not be used as a
primary power source, nor may it be used by anyipant of any other premises. The Generator Padhen@enerator shall be subject to all
terms and conditions of this Lease, including ttlimited to Sections 8, 15, and 16, provided dhiyt the square footage of the Generator
Pad shall not be utilized in calculating the Pr&siRentable Area for the purpose of calculatingeBRent or allocating Expenses between the
Premises and any larger parcel. Upon expiratiozadier termination of this Lease, Tenant shallaeenall improvements and equipment
from the Generator Pad and shall restore samelaa, paved condition, and shall provide suchistudr other information as is necessal
demonstrate to Landlord's reasonable satisfadianthere has been no environmental contaminatidhe® Generator Pad as a result of the
storage and operation of the generator and fu&lttareon.

IN WITNESS WHEREOF, Landlord and Tenant have exatihis Lease as of the day and year first abovtéewr
Landlord: 401 ELLIOTT WEST L.L.C.

BY: CHERLIN L.L.C.,
ITS: Manager and Member

By:
Richard L. Carson Its: Managing Member

BY: KMC-ONE, L.L.C.

ITS: Member

By
Stephen K. Koehler, President, Koehler McFadyena8n@any Its: Managing Member

Tenant : F5 NETWORKS, | NC.
By: /s/ Jeffrey S. Hussey

Its:



STATE OF WASHINGTON )
)ss.
COUNTY OF KING )

| certify that | know or have satisfactory evidenbat RICHARD L. CARSON and STEPHEN K. KOEHLER d&he persons who appeared
before me, and said persons acknowledged thatsigagd this instrument, on oath stated that they\aathorized to execute the instrument
and acknowledged it as the Managing Member on beh&HERLIN LLC and KMC-ONE LLC and Member of 4@ELLIOTT WEST LLC

to be the free and voluntary act of such partytiieruses and purposes mentioned in the instrument.
Dated:

(Signature)

(Print Name)

Notary Public, in and for the State
of Washington, residing at

My Commission Expires

STATE OF WASHINGTON )
)ss.
COUNTY OF --------- )

| certify that | know or have satisfactory evidenbat and are the pershosppeared before me, and said

persons acknowledged that they signed this instntino@ oath stated that they were authorized tougeethe instrument and acknowledged it
as the and of 0 be the free and voluntary act of such partyHtieruses and purposes mentioned in

the instrument.

Dated:

(Signature)

(Print Name)

Notary Public, in and for the State
of Washington, residing &ly Commission Expires
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EXHIBIT A
THE PREMISES

[FLOORPLAN]



[FLOORPLAN]



EXHIBIT B
(continued)

LEGAL DESCRIPTION OF THE PROJECT

PARCEL A:
Lots 1 and 2, Block 156, Supplemental Plat of $edidelands, in King County, Washington, as shanarthe official maps on file in the
Office of the Commissioner of Public Lands at OlyaypWashington; except that portion thereof lyinighim the railroad right of way.

PARCEL B:

Lots 3, 4, 5 and 6, Block 156, and Lots 1 and B¢cBI157, Supplemental Plat of Seattle Tideland&ig County, Washington, as shown on
the official maps on file in the Office of the Conssioner of Public Lands at Olympia, Washingtorgept that portion thereof lying within
the railroad right of way.

TOGETHER WITH all that portion of Portland Streginlg between Block 156 and Block 157, vacated bgitzmce Number 57725 of the
City of Seattle; except that portion of said vadatreet as conveyed to Northern Pacific Railroath@any for a right of way by deed
recorded under Recording Number 3777400, lying I8eesterly of the following described line: Begingiat a point in the Southeasterly |

of Lot 2, Block 158, Map of Seattle Tidelands, dileith the Board of State Land Commissioners anlia on March 15, 1895, a distance of
1.75 feet Northeasterly from the Southmost corfieaa Lot 2; thence Northwesterly to a point i thoutheasterly line of Block 156, Mag
Seattle Tidelands, filed with the Board of Statedl&ommissioners at Olympia on March 15, 1895stadce of 2.57 feet Northeasterly from
the Southmost corner of said Block 156.

PARCEL C:
Lots 3, 4, 5, 6 and 7, Block 158, Supplemental i&eattle Tidelands, in King County, Washingtas shown on the official maps on file in
the Office of the Commissioner of Public Lands &tmipia, Washington; except that portion thereofgyivithin railroad right of way.

Together with that portion of West Harrison Strestated by Ordinance Number 119174, of the Citgeaxttle and recorded under Recording
Number 981121044(

PARCEL D:

The vacated portion of West Republican Street Iyiatyveen Lot 7 in Block 155, SEATTLE TIDE LANDS,dhot 1, Block 156, SEATTLE
TIDE LANDS, and between Elliott Avenue West andIRaid Avenue West, except the Northern PacificiRadl Company's rig-of-way.



EXHIBIT C
BUILDING 2 & 3 OFFICE

TENANT BUILDING SHELL AND CORE OUTLINE SPECIFICATIO NS

The Building Outline Specifications which followeaintended to establish the scope and qualitynigties, materials and systems to be
furnished by Landlord for the construction of thesic Building Shell and Core, as well as the paylgttucture and landscaped surface pal
areas (together referred therein as the "ShellGord"). The Building Outline Specifications areeintied to govern the development of the
building drawings through the completion of theafibuilding working drawings and specifications lféfTContract Documents"). Capitalized
terms used and not defined shall have the meaginga them in the Lease.

Landlord is committed to developing a long-termastment quality product, which has lasting quadityl landmark stature and will be
considered in all respects a first class officdding development. This Outline Specification mayamended, through mutual consent of the
parties, during the completion of the design demalent and construction document phases of themesithe buildings. The cost of all
maintenance following initial installation shall e provided under the Lease.

FOUNDATION SYSTEM

1. The augercast pile foundation system shall lsggded based upon good engineering practice, lseéleng analysis from a geotechnical
engineer and structural load calculations. Typilcalr live loads for all office floors shall be §®unds per square foot, plus an allowance of
20 pounds per square foot for partitions. See Stipeture System for exceptions.

2. The foundation system will be constructed withisture protection and foundation drains desigegorovide a dry condition in all
occupied areas including the storage and equipspattes.

3. The garage floor will contain floor drains wihnd/oil interceptors as required by code.
SITE WORK AND LANDSCAPING

1. All landscaping and site work shall comply wéity ordinances, as well as the Site Plan and Leaglag Plan approved by the City of
Seattle Department of Construction and Land Use.

2. Pedestrian plazas will provide a campus seftinthe buildings. The plazas will include featuteyeloped by the design team and
approved by the City.

3. Parking will be contained in a structured pagkiacility under the entire length of the site amdurface landscaped parking areas.

4. Site lighting shall be consistent with othertparf the Project. Buildings will have site fixtgreo provide supplemental pedestrian area
lighting.

5. Each building will be provided with a servicatling area and a trash disposal area. All trasksasieall have capacity for disposal of
recycling materials.

SUPERSTRUCTURE SYSTEM

1. The garage framing will be composed of casttatg concrete columns supporting long span congieders at 18 to 20 foot space which
in turn support one way post-tensioned slabs. Theedraming will be constructed of reinforced avate utilizing an approximate 9.5 inch
post-tensioned flat slab. The office floors shalldesigned for 80 pounds per square foot live fdasl 20 pounds per square foot for partition
load, and 36 pounds per square foot for mechaaidlequipment loads at interior bays and 16 popedsquare foot at perimeter bays.

2. Floor-to-floor heights to be a minimum of 14"; maximum 15' - 0".

3. Stairs in stair towers will be equal or supetmconcrete filled steel pan stairs.

ROOF SYSTEM

1. Roofs shall be warranted by the specified mastufar for a minimum of ten (10) years and a maxmuf fifteen (15) years.
EXTERIOR WALL SYSTEM

1. The primary Building spandrel and column caperat shall be a combination of precast concrete@anelized structural brick veneer.
Exterior vision glass will be a one inch (1") instgd glass system (typical size 5' 0" wide by &igh). An additional z- 0" of vision glas:



height is available on Floors 1 and 4. The visitasg shall be low reflective, tinted and will havéow ¢-coating, or equal, to enhan



its insulating qualities. Vision glass will be supged in aluminum frames with a Kynar- type codiagh. The overall U-value for the entire
facade shall be designed to satisfy the Washin8tate Energy Code.

2. Storefronts and Building "monumental” entriedl i of a lasting quality glazing system with fradhglass doors with stainless steel or
chrome trim, frame and hardware. Push/pull entrgware will be stainless steel or chrome. Hingeslzardware will be compatible with the
Americans with Disabilities Act criteria.

INTERIOR FINISHES

1. GARAGE ELEVATOR LOBBIES

a. Floor: Level loop carpeting.

b. Walls: Split-faced block or other serviceabletenial.

c. Elevator Fronts: Metal, factory finished bakedmel.

d. Ceiling: Suspended acoustical ceiling.

e. Lighting: Building standard 2 x 4 Fluorescentuies.

2. FIRST FLOOR ENTRY AND ELEVATOR LOBBIES

a. Floor: Custom inset carpet with honed or flarsieshe, quartzite, or other 12" x 12" hard surfaoelbr material.
b. Walls: 50% wood veneer with reveals and 50%tpdilcWB. 4" wood base throughout.
c. Elevator Fronts: Stainless steel.

d. Ceiling: Painted GWB.

e. Lighting: Recessed compact fluorescent dowrtdighd wall washers.

—h

. Entry Doors: Framed glass doors set in storeéfgtezing with stainless steel or chrome trim aallspecified above.
g. Stair Doors: Painted metal doors with paintedblaometal frames.

3. TENANT FLOOR ELEVATOR LOBBIES

a. Floors: Concrete sealed and ready for Tenaishfin

b. Walls: GWB with reveals (primed and sanded, yefad Tenant paint).

c. Ceiling: GWB Facia and Soffit with acousticallicey insert and recessed compact fluorescent dayits (primed and sanded, ready for
Tenant paint).

d. Elevator Fronts/ Entries: Metal, factory finisheaked enamel.
4. RESTROOMS

a. Floors: Ceramic tile field with one color accélst.

b. Base: Ceramic tile cove base field with one catent tile.

c. Walls: Ceramic tile full height on all wet wallgth field and two (2) colors accent tile. Vinylalt covering as specified by Owner
elsewhere. Full height and width mirrors over wamitps with light cove.

d. Ceiling: Suspended acoustical ceiling tile.

e. Lighting: Valance fluorescent lighting over &alnd vanity, building standard lights in centeramm.






f. Vanity Tops: Granite, with 4" granite backsplash
g. Toilet Partitions: Ceiling hung, with baked erarinish.

h. Plumbing Fixtures: Wall hung vitreous china watlesets (water saver type) equal to Kohler, AceariStandard or Eljer. Topset mounted
vitreous china lavatories equal to Kohler, Ameri&andard or Eljer.

i. Toilet Accessories: Fully recessed accessoniesiin finish stainless steel equal to Bobricks t@p mounted soap dispensers with 4" spout
and liquid soap containers below counter.

5. GARAGE

a. Floor: Concrete slab, finished with paint stigpapplied where applicable.

b. Walls: Perimeter walls with gunnite finish. Cavalls with painted concrete masonry units, cagttate concrete and GWB.
c. Ceiling: Cast-in-place post tensioned concrete.

d. Lighting: 24 hour lighting using energy effictdixtures with antenna guards. Lighting levelslsba 1.5 fc or greater.

e. Graphics: Complete garage graphics includinghmasl signage, wall graphics and directional arrows

6. GENERAL

Gypsum Wall Board ("GWB"): Typical interior partins 5/8" GWB on metal studs. GWB ceilings on mstapension system. Type X as
required. Moisture resistant at wet and ceramécaikas. GWB in Building lobbies and miscellanesersice rooms.

ELEVATOR SYSTEM

The Building will be served by two (2) geared paggr elevators and one (1) oversized, 5,000 poapdaity hydraulic freight elevator. The
passenger elevators shall extend to all floor&@fBuilding including the garage. The freight etevahall extend to all office floors and be
located adjacent to the first floor loading dock.T&nant's option, the freight elevator can be ndcaed converted to a traction "swing"
elevator with a higher ceiling to handle the movatra freight. The oversized "swing car” will baished like the passenger elevators and
may be used solely by passengers during peak depaaiwdls, and both passengers and freight at tithes.

1. The system will include the complete and worklikarinstallation of elevators, with duplex seleeticollective operation.

2. The system response time, as measured by eg@istof hall calls, will not exceed 30 secondsiyiany up-peak demand with all cars in-
group service.

3. The elevators will be equipped with proximityadaeaders that interface directly with the Builglitard access system. The Building card
access system will provide the flexibility to pragr access or denial of access to each card reased bipon one or a combination of
variables, such as days of the year, month or wawnk, of day, or an individual card. The Buildinecsrrity system will be capable of printing
out a record of each attempted or actual accemsyatard reader in the Buildings. See "Securityt&8y$ specifications below.

4. The elevator cabs will be customized utilizingod or fabric wall panels, stone tile and/or caffoairing. Architectural metal fronts,
ceiling, and lighting furnished by Cab supplier.

One (1) car control station will be provided in leatandard cab. One
(1) car control station will be provided in the 'lag car” cab.

Elevators shall conform to all ADA requirementsdPavill be provided for one (1) elevator in the Bing (the "swing car").
Standard cab inside height will be eight feet (8)wing car" inside height will be approximatelynaifeet, six inches (9' - 6").
MECHANICAL SYSTEM

The system will be designed and installed to mikeuarent codes.



1. PERFORMANCE CRITERIA:
a. Summer outside temperature at 85 degrees, sysaimtains 74 egrees inside.

b. Winter outside temperature at 17 degrees, systaintains 72 degrees inside.

o

. Occupant load based on 150 square feet permexsth people loads calculated 450 btuh/persomhined sensible and latent.
d. Ventilation air designed at 20 CFM per person.
e. Cost effective heat reclaim technologies topy@iad as required by code.

f. Provision for "off-loading" capabilities of eqament such as pumps, compressors and fans to peromibmics and flexibility in after hours
operation.

g. Rooftop equipment will be installed with refrigats to meet current CFC requirements.

h. Toilet exhaust and other "dirty air" exhaust@eatly out of Building at roof. These shafts Wik sized to accommodate exhausting of
electrical and communication rooms.

i. Mechanical noise levels shall be kept at or welMC40.

j. The basic system shall be designed with capagitpol miscellaneous equipment loads of 3.0 wadtssquare foo
2. HVAC SYSTEM

a. GARAGE:

Ventilation only to provide exhaust per currentesd

b. BUILDING:

Rooftop mounted, packaged DX (Direct Expansion) VIMVAC system. Roof curbs, vibration isolation, asalind attenuators shall be
provided. The Building's roof top equipment wilMeacapacity for handling Tenant miscellaneous ageift as specified above. The
equipment will employ DX units with multiple refigation circuits that will allow off-hour use inleeted areas and still have the advantage
of economizer cooling. System will provide for &l fuundred percent (100%) outside air economizeemwatmospheric conditions are
appropriate. Building HVAC will be monitored andntmlled by a Direct Digital Control (DDC) energyamagement and environmental
controls system featuring individual zone contmud @fter-hours flexibility. Individual zone termirtaoxes will be "pressure independent,”
series fan powered perimeter terminal boxes capdbiaulti-staged heating and cooling, with coolmrgy terminal boxes for interior zones.
The terminal boxes, control wiring and temperageesors will be furnished and installed as paiitesfant work.

c. HYAC SYSTEM OPERATING HOURS:

The computerized environmental control systemtieraquipment will permit an override of the opematschedule to serve an individual z
or a predefined group of zones, by pushing a buitothe thermostatic sensor. Weekends, holidagstweduled "non-business hours" periods
can be accommodated with the activation of thedsugl system to provide service to reasonably s&zddareas, for a nominal extra cost.

PLUMBING

Plumbing work shall include design installationaofomplete plumbing system for buildings includaligequipment and systems. All
materials installed shall be new and of commeigigllity with the same brand or manufacturer usealicsimilar material or equipment.
Color of all fixtures shall be white, unless oth&vspecified. Enamelware shall be acid resistingughout. The following is a partial list of
required systems and services:

a. Toilet room fixtures as required by all codes)uding ADA.
b. All roof and overflow drains per code. Providteof drains with trap primers in all toilet rooms.
c. Back-flow Preventer (BFP) and Pressure Redu¢adge (PRV).

d. Drinking fountains shall be furnished as ElecWater Cooler (EWC) and per AC






requirements.

e. All waste and vent piping systems.

f. All plumbing/piping systems are to be stubbets@le the building and include final connectionsiciination to city/local utilities.

g. Access doors and access panels in finished Jlaltss, or ceilings are required and shall behingive.

h. Storm water piping from roof drains.

i. Condensate drainage system connected to allanézdl equipment condensate drain pans, connettedn to the building piping system.
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ELECTRICAL SYSTEM FOR THE BUILDING SHELL
The system will be designed and installed to mieipmlicable current codes.
1. MAIN BUILDING SHELL ELECTRICAL SERVICE DESCRIPTDN:

Incoming power will be provided to the Building the local utility ("Utility") via a transformer intalled and maintained by the Utility. Power
will then travel from the transformer vault to tBailding's main service switchgear which will haweilti-level ground-fault protection and be
sized to provide levels of service, circuit andides as outlined below at a service voltage of dts.

The main Building service configuration will be gey three-phase, four-wire service. In additiontibty metering, digital owner meters for
maximum demand, voltage and amperes will be pravatanain service switchgear.

A riser busway, or other reliable feeder systenti, agirry full service capacity through each floalectrical room from the main switchgeal
each Building. Lighting and small mechanical systaotor loads will be served from high voltage (4@37v) panels located on each floo
Building electrical rooms throughout the Buildinglandlord's expense. Large mechanical loads willdal from the main service switchgear.

Low voltage (208v/120v) loads will be served thrbBpilding Shell & Core distribution dry type trdosmers and two (2) electrical circuit
panel boards, with 42 circuits each, located ot éaor at Landlord's expense.

2. ELECTRICAL POWER CAPACITY:

Landlord shall provide main (480V/277V) Buildingeetrical service capacity (amperage) to satisfyaf#n reasonable electrical
requirements. The main building electrical serndapacity is designed to provide at least 18 wadtssguare foot of useable area plus an
additional three (3) watts per square foot to acootiate Tenant's electrical needs.

All electrical work necessary to install Tenan28@V/120V) electrical outlets, and connect thertheomain building electrical service and
Building Shell & Core circuit panels shall be prd&d for under Tenant Work.

3. LIGHTING:

a. Lighting unit power density in Building commondaoffice areas will comply with current energy eagsing energy efficient lighting lamp
and ballast technology. Offices are currently attdvil.2 watts per gross square foot of area.

b. LIGHTING FIXTURES:

All interior lighting will be fluorescent fixturesf high quality and various architectural typeg(eecessed, wall sconces, troffer style, etc.).
Exterior lighting will be HID (High Intensity Dis@rge) type. Electronic or energy efficient ballasit be utilized in all fixtures.

Tenant shall provide its own lighting fixtures hetoffice areas, through its Tenant Work Allowance.
4. COMMUNICATIONS AND DATA CONSIDERATIONS

a. Stacked dedicated, data/telephone closets aedeshccess between floors (planned floor penetistiand to the roof for data and
communication lines.

b. Provide access only for electrical service wnbof for power to Tenant's communication devices.

c. Separate "isolated ground" wire for sensitivectlcal, data and communications devices. Acceatable at all floors. Building grounding
system will not exceed five (5) ohms to ground.

d. Access to perimeter wall areas for electrichgre and data outlets, to be furnished and ingtéajeTenant, shall be coordinated in
accordance with the Shell and Core constructioeduale.

e. Generic alarm monitoring of mechanical equipnoapability in the event of power or equipmentuegl Critical equipment will be
furnished with contacts and a modem to relay trewatdrms to a PC purchased by Tenant and locatdteqremises.
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5. EMERGENCY POWER

Emergency generator system and installation skeadl Benant furnished and installed item. Shell@ock emergency lighting and other fire
life safety code related systems shall be poweyetbde approved emergency power supply.

SECURITY SYSTEM

1. All perimeter building and garage access paiilisoe protected and monitored 24- hours per dayen days per week by a UL approved
monitoring station.

2. A proximity card key access system capable iotipg out each use of the system for each extetdrance to each Building, each garage
gate and each elevator cab. The basic systemigtlalile one printer and shall be expandable at Atseost to provide office space access
control as a part of Tenant's tenant improvements.

FIRE PROTECTION AND LIFE SAFETY SYSTEMS
1. Fire sprinkler system will be individually valv&nd alarmed on each floor.

2. The system shall be equipped with monitoringaks/for 24-hours per day, seven days per weektoramg by a UL approved central
monitoring station for smoke, waterflow and valaenpering. The monitoring service shall be an opegatost.

3. Fire rated doors, smoke detectors, heat dete@tarm systems, fire extinguishers, fire hosenedb, standpipes and other such devices will
be provided as required by code for Building Shall Core and common areas. A central fire alarrresysapable of supporting an ADA
approved system throughout the Building will bevitled. Expansion or modification of such systemhini Tenant areas will be a part of
Tenant's Improvement costs.

BUILDING STANDARD OFFICE AREA FINISHES INCLUDED WIT H THE BUILDING SHELL
The following improvement work shall be providedlgndlord as part of its Shell and Core work.

1. Electrical (480V/277V) service distributed tackdloor set within the building core with two (22 circuit 120V/208V panels and
transformer provided. Branch circuit wiring to becamplished under Tenant work. (see Electrical@ystpecification above).

2. Aluminum window sills, aluminum sill extensioasd aluminum window head. Perimeter GWB (includiegimeter columns) tacked to
steel stud framing. Interior columns are sheathithl @\WB tacked to steel stud framing.

3. Sprinkler heads, installed in shell and corekwnraccordance with governing code for unoccugigakce.

4. Base HVAC system installed and operating, indganain duct distribution on each floor up to, bot including, the series type terminal
fan units and thermostats. The terminal boxesntbstats, flex duct and diffusers shall be partefidnt work.

5. Common area fire alarms, smoke detectors andigixis installed per code and in compliance wiith ADA.

6. First Floor lobby, building restroom facilitiemnd exterior spaces shall be finished in accomavith governing codes and ordinances as a
part of the Building Shell and Core.

7. Shell and Core floor shall be flat and levehatordance with the industry standards for the &klocation of the installation.

8. Levelor 1" blinds purchased and installed bydlard with the cost of same ($0.25 per square 6d™RA) charged against the Tenant's
improvement allowance.



EXHIBIT D
SIGNAGE CRITERIA

This Exhibit D is a supplement to Section 36 of tketain lease (the "Lease") between 401 ElliotsiNé C (the "Landlord") and F5
Networks, Inc. (the "Tenant"). This Exhibit furthearifies the criteria for the signage providedifo Section 36 of the Lease. As stated in
Lease Tenant shall have two signage opportunites cfiteria for these signs is more specificalljraiated as follows:

1. MONUMENT SIGN (SIGN "A")

Tenant shall be allowed to place one monumentaitjcent to the building entry, or in the landschpeea adjacent to the Building.
Approved locations for Sign A are as shown on titeched site plan.

Sign A shall be an non-illuminated freestandingisigp to 48" wide by 48" high as shown on the &gtgicdrawing. The parties to the Lease
shall mutually agree upon the final configuratiow anaterials of Sign
A.

2. BUILDING MOUNTED SIGNS (SIGN "B").

Tenant shall be allowed the exclusive right to plago building mounted signs on the top parapgbheBuilding. Three possible locations
available for these two signs: one on the eastélav, one on the south elevation and one on tret @evation. These possible locations for
the two approved signs (Sign B) are as shown oatlaghed elevation plans.

These signs shall be pin mounted and may be bgleteti. The sign letters may be as large as 30"dmghthey shall be centered in the top
three foot band of the parapet, The parties td.g@se shall mutually agree upon the size of ang,lognfiguration and materials of Sign
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EXHIBIT E
SPECIFICATIONS FOR CLEANING SERVICES

The Buildings will be serviced five (5) days pereken the following areas:
Corridors, Elevators, Entry, Hallways, Lobby, LuriRbhoms, Coffee Stations, Office Cubicles, Officét&s) Parking, Restrooms and
Stairways.

SERVICE SPECIFICATIONS
A. SERVICE AREA
401 ELLIOTT WEST

Building Two
Seattle, WA 98119

B. GENERAL AREAS
1. DAILY SERVICES

a. Empty and clean all waste receptacles, replacast liners as needed to prevent odors, spilémgroffensive appearance. Wash and
sanitize waste receptacles, as necessary. Traghremoved to dumpster or compactor provided enbsitClient.

b. Dust ledges and other horizontal surfaces withath.

c. Dust counters, spot wash where required.

d. Dust horizontal surfaces of desks, chairs, gl cabinets and other office furniture. If ggause glass cleaner.

e. Vacuum all carpeted traffic areas in officebblies and corridors and entrance mats.

f. Spot clean minor carpet stains. Report any fanggr carpet stains to Building Management vieblmak.

g. Dust mop all resilient and composition floorshwireated dust mops. Damp mop to remove spillsveattér stains as required.
h. Clean, sanitize and polish all drinking fountain

i. Remove all finger marks and smudges from altieal surfaces (i.e., doors, frames, light switgheites and partitions).

j.- Remove all lint and physical dirt from fabrichugdstered chairs, couches, ¢

k. Vacuum or brush all conference room chairs amsition under conference tables, be carefullmdamage table/chair edges.
I. Spot clean all glass partitions, relites, albdy including suite entrance doors and adjacessgipanels.

m. Return all chairs and waste baskets to propgtipo for next day's use. n. Clean all coffeeistet

1. Wash and wipe counter tops and cabinetry.

2. Sweep and damp mop floors.

3. Clean sinks if cleared of tenant items.

4. Spot clean walls with water only.

5. Remove trash, replacing trash liners nightlyp®xterior of garbage cans. Sanitize interiorasbgge can as needed to prevent odors and
offensive appearance.

6. Load all cups/mugs into dishwasher. Put in soaprun dishwasher. When clean, put cups/mugs aweabinets



0. Clean lunch rooms:
1. Vacuum all carpeted areas, sweep all hard saiffaors and damp mop. Wash and wipe serving ayeater tops and cabinet fronts.
2. Collect all trash and remove from the premipéce in dumpster or compactor provided on sit€lgnt.

p. Do not move items on desks or credenzas whelenéhg. Do not unplug computers, typewriters, ca@gchines or other electrical
equipment.

g. Discard only the contents in waste containe@.ONHER ITEMS ARE TO BE DISCARDED UNLESS MARKED ABRASH. Remove
to trash compactor or dumpster on site, provide€lgnt.

r. If recycle program is in effect, remove recyciaterials to containers provided by Client.

s. Do not assist the entry of anyone other tharCthrractor's employees into occupant space or &thikding property. All Contractors must
have AT&T Wireless photo 1.D. badge visible attaties.

t. Report in the control log and to Building Managmt any broken fixtures or other items needing &dgment attention.
u. Maintain neat and orderly janitor supply closéis chemicals must have MSDS information in janitloset.

v. Replace burned out lights, accessible with daix step ladder, on a nightly basis. Lamps tptovided by Client.

w. Building doors are to be remained locked atiales during cleaning so as to preclude unauthdrersry.

x. Clean elevator cab surfaces and vacuum dodtdrac
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2. WEEKLY SERVICES

a. Dust high surfaces (i.e. tops of picture franpastition tops, moldings, cabinets, wall hangiags other wall accessories).
b. Wet mop all resilient and composition floor swés.

c. Clean and polish doors, conference tables, ¢ixecoffice desks and credenza tops that are aeare
d. Wipe clean and polish all metal hardware thraughhe area.

e. Vacuum and edge all carpeted areas not vacudailyd

f Vacuum all upholstered furniture in office area.

g. Damp wipe all telephones in common areas withgproved germicide cleaner. Do not spray solutlioectly on phone equipment.
3. MONTHLY SERVICES

a. Dust baseboards.

b. Vacuum or dust air diffusers.

c. Dust venetian blinds.

d. Clean and buff all resilient and compositiorofi

e. Shampoo and extract elevator and elevator lohhyets.

f. Clean and dust interior of fire extinguisher icegs.

4. QUARTERLY CLEANING SERVICE

a. Dust overhead lighting fixtures.

b. Dust ventilator ducts and vents, vacuum surrouyndeiling areas.

c. Wash exposed surfaces of filing cabinets.

d. Clean and sweep telephone, electrical and jéalittlosets.

e. Vacuum all carpets with pile lifter to restoite o its original upright position.

5. BI-ANNUAL CLEANING SERVICE

a. Strip old finish from all tile, clean grout (daivash if Property Manager deems necessary) and Vigors and refinish, per manufacturer's
specifications.

b. Wipe down inside of overhead lighting fixturess$ cover.

C. LOBBY, ENTRY AND HALLWAYS

1. DAILY SERVICES

a. Empty all waste containers, wash and relineeasi@d. Remove trash to dumpster or compactor grdvad site by Client.
b. Spot clean exterior surface of waste containers.

c. Empty and clean all ashtrays and cigarette |



d. Screen and/or replace sand in cigarette urmsl Sovided by Client.

e. Clean, sanitize and polish water fountains.

f. Dust all plant pots.

g. Dust all horizontal surfaces within reach.

h. Vacuum carpeted floor surfaces.

i. Spot clean minor carpet stains. Report any langgr carpet stains to Building Management vigbtmak.
j- Dust mop hard floor surface

k. Wet mop hard floor surfaces as necessary.

I. Remove gum, tar and other foreign substances ftoor surfaces.

m. Spot clean all marks on walls.

n. Clean door thresholds and vacuum entrance wialkas.

0. Police all interior public areas and plantersdebris.

p. Replace burned out lights, accessible with €k step ladder, on a nightly basis. Lamps tptowided by Client.

g. Spot clean all bright work, including but nahited to door hardware, kick plates, and hand.rails

-

. Dust and spot clean to remove smudges the bgildirectory and building signage throughout thié¢dings.

n

. Maintain all natural stone floor surfaces t@irebriginal appearance at installation.
2. WEEKLY SERVICES

a. Dust baseboards.

b. Hose down exterior entrances and walkways.

3. MONTHLY SERVICES

a. Wash all waste containers.

b. Vacuum air diffusers.
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c. Edge all carpeted surfaces.

d. Dust high partitions, ledges and moldings.

4. QUARTERLY SERVICES

a. Completely wash partitions/walls

b. Spot buff (to remove marks, etc.) and refinisstroom tile floors.

¢. Vacuum all carpets with pile lifter to restoligefo its original upright position.
5. ANNUAL SERVICES

a. Dust high partitions, ledges and molding.

D. ELEVATORS

1. DAILY SERVICES

a. Vacuum and edge all carpeted floor surfaces.

b. Spot clean carpet stains. Report any large/ntajqret stains to Building Management via logbook.
c. Clean and vacuum elevator tracks on every floor.

d. Clean both sides of elevator doors.

e. Spot clean vertical surfaces.

f. Dust all horizontal surfaces.

g. Remove gum, tar and other foreign substances fiawor.

h. Clean and polish all metal work.

i. Spot clean elevator call buttons.

2. MONTHLY SERVICES

a. Dust ceiling fans and vents.

E. STAIRWAYS

1. DAILY SERVICES

a. Gather all waste and place for disposal in dtenms compactor provided on site by Client.
b. Spot mop spillage.

¢. Remove gum, tar and other foreign substances fi@or.

2. WEEKLY SERVICES

a. Dust horizontal surfaces within reach.

b. Dust handrails.

c. Sweep stair:



3. MONTHLY SERVICES

a. Spot clean wall surfaces within reach.
F. RESTROOMS

1. DAILY SERVICES

a. Check and refill towel, soap, toilet paper, $®aters and sanitary napkin dispensers. Consunsabldies provided by Client.

(o

. Sweep or dust mop floor surfaces.

(¢

. Wet mop floor surfaces with disinfectant solatio

d. Dust horizontal surfaces within reach.

D

. Empty and clean all waste containers and plarcdi$posal in dumpster or compactor provided tnlsy Client.

-

Empty and clean all sanitary napkin containers.

g. Clean and polish all soap, towel, toilet papet seat cover dispensers.

h. Clean and polish all mirrors, bright metal, atfietures, frames and shelves.

i. Clean and polish all wash basins.

j- Clean and sanitize partitions, counters, tojletdet seats, wash basins and urin
k. Clean and polish chrome fixtures.

I. Spot clean walls around sinks, towel dispenagisals, partitions and door frames.
m. Remove gum, tar and other foreign substances fiaor surfaces.

n. Report any fixture not working properly to Build Management via logbook.
2. MONTHLY SERVICES

a. Dust or vacuum air diffusers.
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b. Wash walls, partitions and doors.

c¢. Dust or vacuum light fixtures.

3. QUARTERLY SERVICES

a. Machine scrub ceramic tile floors. Replace fimigr manufacture specifications.
G. BUILDINGS EXTERIOR

1. WEEKLY SERVICES

a. Police all exterior perimeter sidewalks, complet gutter. Remove all trash and debris, includiggrette butts.

(o

. Sweep sidewalks, benches and gutters adjacéeniltbngs to remove cigarette butts and litter.

(¢

. Spot clean all exterior glass at building entesn

o

. Spot clean and dust all architectural elementh sis ledges, mirrors and handrails adjacentttarees of buildings.
2. QUARTERLY SERVICES

a. Steam clean, machine scrub or pressure wastiog)xdelewalks and plaza areas associated witiBthleings.

H. SERVICE ENTRANCES, TRASH AREAS AND LOADING DOCK

1. DAILY SERVICES

a. Place all miscellaneous trash and debris, exx®ydtruction material in the appropriate traskepeacle.

b. Clean up any construction debris and placedasignated area. Notify Client's agent the morfatligwing the work the type of said debris
and the time associated with the cleaning. Keeprdeof the time and material used for this worklfack charges to the offending contractor
(s). Submit a separate invoice within the week Imcl the work took place outlining the scope of kvperformed and associated costs.
Failure to report this work per the above guidedingll eliminate payment by Client for said work.

c. Sweep entire area with sweeping compound tardita resettling of dust.

d. Wet mop any spills or stains.

2. WEEKLY SERVICES

a. Hose down entire loading dock and service eatrabeodorize and disinfect area, as required.

I. CARPET CLEANING

1. QUARTERLY SERVICES

a. Shampoo entry floor lobby, public hallway andagge level elevator lobby carpets on first, secamd third floors, including garage level.
b. Shampoo all elevator cab carpets.

J. PARKING GARAGE

1. DAILY SERVICES

a. Vacuum all hard surfaced floors associated aithiator lobbies, then wet mop with clear water arogh dry.
b. Gather all waste and place for disposal in duergs compactor provided on site by Client.

c. Police stairwells and remove debris, gum, tar @her foreign substances from the stairs andlstaiings. Spot mop spillag



2. WEEKLY SERVICES

a. Dust horizontal surfaces associated with elevabbies and stairwells.
b. Dust handrails.

c. Sweep all stairs and landings.

3. QUARTERLY SERVICES

a. Spot clean wall surfaces in elevator lobbiessaaiwells within reach.
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EXHIBIT F
TENANT WORK LETTER

F5 Networks, Inc. (hereinafter called "Tenant") &@d Elliott West LLC (hereinafter called "Landlycre executing simultaneously with
this Tenant Improvement Work Letter ("the Work leet) a written Lease ("the Lease") for space intihi#éding known as 401 Elliott West,
Building Two, Seattle, Washington 98119. As furthensideration to entering into the Lease, Landéord Tenant mutually agree to the
following terms and conditions.

I. LANDLORD WORK AT LANDLORD EXPENSE

Landlord shall complete the Building Shell and Ciorsubstantial accordance with Exhibit C, Buildfagell and Core Outline Specifications
(the "Landlord Work™). As used in this Lease, tielivery Date" shall be the date the Premises aiffecently complete to allow Tenant to
commence construction of Tenant's improvement Wibrk "Tenant Work™") when Landlord has substantiatiynpleted (excepting punch list
items and items that do not materially interferéhwiine construction of the Tenant Work) the follogitems of its Landlord Work, provided
that in the event the Delivery Date is delayed tu€enant Delay, then the Delivery Date shall ledhte on which the Delivery Date would
have occurred but for the Tenant Delay:

A. Building fully enclosed and water tight, includj the roof and permanent exterior walls.

B. Power and lighting electrical service availa#dedescribed in Exhibit C for distribution by thergnt.
C. There shall be satisfactory evidence that:

1. The balance of the Landlord Work can be comglptér to the Commencement Date; and

2. The Tenant's contractor has an opportunity dcged efficiently with the Tenant Building Improvents, subject to a requirement of
reasonable coordination and cooperation with Lank#dShell and Core contractor.

Tenant may begin the Tenant Work ahead of the alberes being completed at Tenant's election pralitiat 1) Tenant acknowledges such
action shall establish the Delivery Date, and 2)Tienant's decision to begin the Tenant Work stwlinterfere with the Substantial
Completion of the Premises.

Except as set forth above and as defined in Ex@ipill work, improvements, finishes and/or equiptrequired by Tenant and/or specified
in the approved Tenant Plans for the Premises bhaibnsidered the Tenant Work.

[I. LANDLORD WORK AT TENANT EXPENSE

Upon request by Tenant, Landlord will have cerinlding Shell and Core work that exceeds the saidfgbe Landlord Work, as defined
above, completed during the normal course of can8tm of the Building Shell and Core. This worlaliihereinafter be referred to as "Shell
and Core Tenant Upgrades." Once the scope of thk &id Core Tenant Upgrades are known, Landloadl phovide Tenant with a budget
for these Upgrades. All Shell and Core Tenant Ugkgsaincluding the cost for same, shall be autkedrim writing by Tenant and approved in
writing by Landlord on the same basis as the amdrot/Tenant's Plans (see Ill.A.4 below). All Shelid Core Tenant Upgrades shall be
performed by Landlord's contractor under Landlosdigervision.

[ll. THE TENANT WORK

A. TENANT'S PLANS. Tenant shall employ an architspaice planner ("Tenant's Architect") as its aetito provide information to
Landlord as necessary for the completion of Shell@ore Tenant Upgrades and to prepare architécltaraings and specifications for all
layout and improvements to the Premises not includehe Landlord Work. Tenant shall also empldyhakessary engineers (the "Tenant's
Engineers") to prepare technical working drawingg specifications for all the Tenant Work, incluglistructural alterations, mechanical and
electrical work. All such drawings and specificasaare referred to herein as "Tenant's Plans" hallinclude the "Preliminary Plans"”, "M &
E Working Drawings" and "Issued for Constructionddments" all of which are hereinafter defined. TelsaPlans shall be in form and detail
sufficient to secure all required governmental appls and shall be completed on Auto-Cad (Versidorlhigher).
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Tenant's Architect and Tenant's Engineers shathbiially acceptable to Landlord and Tenant. Spguingineers and the McKinstry
Company are hereby approved as Tenant's Enginenseichanical and electrical engineering work. ©#rehitects and engineers require
the course of Tenant's Plans will be as mutualfyrayed.

1. PRELIMINARY PLANS. The "Preliminary Plans" shak a schematic plan (1/8" scale) for the Prengkesving interior partitions, a
preliminary reflected ceiling plan, and rough laeas and approximate quantities for, any plumbirtufes and phone, data and electrical
outlets. Locations for special structural and logdiequirements in excess of those provided f@ninibit C will be provided to Landlord

prior to October 1, 1999. The cost of increasirgyfthor loads beyond those identified in Exhibitdball be a Shell and Core Tenant Upgrade.

2. MECHANICAL AND ELECTRICAL ENGINEERED WORKING DRAVINGS AND SPECIFICATIONS ("M & E WORKING
DRAWINGS"). The Tenant Plans shall be engineergartwide for complete mechanical and electricalrafieg systems. Tenant shall
contract with Tenant Engineers and cause themejpape M & E Working Drawings showing complete pléorselectrical and mechanical
systems including but not limited to, life safedystomation, plumbing, and air cooling, ventilatihngating and temperature controls. Tenant
shall use Landlord's engineers for this work: Mcig & Co. (mechanical) and Sparling Engineersateieal).

3. ISSUED FOR CONSTRUCTION DOCUMENTS. The "Issued@onstruction Documents” shall consist of alivdrags (1/8" scale) and
specifications necessary to construct all Tenantkifoform and detail sufficient to secure all régd governmental approvals and to
demonstrate conformity with the Landlord's standamdd quality. Tenant's Architect and Tenant's Bgyis are responsible for having all
mechanical, electrical, life safety and Tenant Weddjuired structural drawings complete.

4. APPROVAL BY LANDLORD. Tenant's Plans shall bébfact to Landlord's approval, which approval shall be unreasonably withheld
delayed. Landlord shall be entitled to withhold eqwal if the proposed plans and specificationinfgrfere with the structural integrity of the
Buildings, (ii) overload the utility systems of tBeiildings, (iii) violate any applicable laws omgdations, (iv) materially affect the
architectural integrity of the Buildings, or (v)faft the future marketability of the Buildings.U&ndlord disapproves of any of Tenant's Plans,
Landlord shall advise Tenant in reasonable defaiquired revisions and the reasons therefor.rAfeeng so advised by Landlord, Tenant
shall promptly submit a redesign, incorporatingrinésions required by Landlord, for Landlord's epyal. If Tenant has reason to dispute
Landlord disapproval, then the parties shall mattia5 days and attempt to resolve the dispute.

If the Parties are unable to resolve their diffeemnas to Tenant's Preliminary Plans within 5 @dis meeting, then either party may initiate
an arbitration procedure by notifying the othertfPaf the need to submit their disagreements tdibopand final arbitration by a mutually
acceptable arbitrator with at least ten (10) yearamercial office design experience. If the paréissunable to agree on the arbitrator witt
period of ten (10) days of notice, then eitheryarfy request resolution by a single arbitratobbethe American Arbitration Association, as
set forth at the end of Lease Section 21.

5. SUBMISSION BY TENANT. Tenant shall submit TenarRlans to Landlord on or before the followingesat
October 1, 1999: Structural floor load requiremed#uary 1, 2000: All remaining Tenant Plans.

6. PERMITS. Tenant shall be responsible for the¢ and scheduling of the submission of Tenant'sRl@na timely manner, for plan check
the City of Seattle and the obtaining of a buildpggmit for the Tenant Work.

B. TENANT IMPROVEMENT CONSTRUCTION
1. Tenant shall be responsible for the construaifaine Tenant Work in accordance with approvedah¢Plans.

2. Tenant shall, upon completion of Tenant's Pldimsctly contract for the Tenant Work itself amdjuest proposals from Landlord's general
contractor, as well as other qualified tenant wgekeral contractors working under the same builthade work rules as
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Landlord's general contractor. The qualified lissach contractors shall be mutually approved byarne and Landlord. When a contract is
executed between the selected contractor and T,es@dtcontractor shall be referred to as "Ten&hdistractor.” Tenant agrees to cooperate
with Landlord and Tenant's Contractor in the cortipieof the Tenant Work by responding to Landloadisl Tenant's Contractor's requests
for information in a timely fashion and Landlordregs to respond similarly to Tenant and Tenanttgi@otor.

3. Tenant shall submit to Landlord a preliminargtoestimate for the Tenant Work and shall provaleandlord a final pricing for the Tenant
Work when received from Tenant's Contractor butlater than fifteen (15) days prior to the commenest of the Tenant Work.

4. Tenant's construction contract with Tenant'st@@ator shall be a guaranteed maximum price confte "Tenant Improvement
Construction Contract") and shall contain a comsion schedule (the "Tenant Improvement ConstracBohedule") for construction of the
Tenant Work. The guaranteed maximum price specifigde Construction Contract shall include alltsaand fees for construction of the
Tenant Work with the exception of any required goweental permit fees, professional fees and Washingtate Sales Tax. To the extent
Tenant obtains any construction warranties fromgegeral contractor and/or any of the subcontragierforming any of the Tenant
Improvement work, it shall assign such warrantiesandlord, to the extent assignable, and, in tfeesuch warranties are not assignable,
Tenant agrees to enforce such warranties on Ladtidibehalf.

C. SCHEDULE

1. Provided that Tenant meets the scheduled deadior preparation and approval of Tenant's PklwesDelivery Date, subject to any Tenant
Delay or Force Majure delay, shall be February22®0.

D. LANDLORD'S ALLOWANCE FOR TENANT WORK

1. Landlord shall provide to Tenant a total "Tenamprovement Allowance" as provided in Section 8the Lease. The Tenant Improvement
Allowance shall be applied first toward the costimiting to Shell and Core Tenant Upgrades, inclyidipplicable Washington State Sales *
then toward the construction of the Tenant Workaghon the final approved Tenant's Plans, includipglicable Washington State Sales
The maximum allowance for Shell and Core Tenantrilggs and Tenant Work shall not exceed $30.00tfT@allars) per Rentable Square
Foot.

2. The Landlord shall pay the cost of the TenantkMap to the maximum allowance, directly to thendet as more fully described in Section
IV below.

E. TENANT DELAY

1. The term "Tenant Delay" shall include, but shall be limited to, any delay in the occurrencéhef Delivery Date or completion of
Landlord's Work resulting from:

a) Tenant's failure to perform any of its obligasavith respect to the schedule dates containegirher in the Lease, which actually results in
a delay of the Delivery Date; or

b) Any Tenant materials, finishes or installaticasled for on the Tenant Plans which are not rgaibilable and, as a result, adversely ai
the schedule;

¢) Any modification by Tenant to the Tenant's Pltreg adversely affects the schedule; or

d) Any Act by Tenant or its agents and contractoiigstalling any tenant fixtures or equipment thateasonably delays the issuance of the
Certificate of Occupancy or temporary Certificat®Oacupancy for the Premises; or

e) Any delay as a result of Section 1V.B. Admiragiton of Work, Changes, Additions or Alternations.
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Landlord shall make commercially reasonable effrtsitigate the effect of any event that wouldesthise cause Tenant Delay, provided
that Landlord shall not be required to expend &aiulitt funds to mitigate Tenant Delay unless Tem@nees in writing to reimburse Landlord
for such costs.
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F. LANDLORD DELAY

The term "Landlord Delay" shall mean those consitbacevents within the reasonable control of Landllf.e. excluding Tenant Delay, force
majeure and actions for which Landlord is not resgildle under this Exhibit F) to the extent suchréauses:

a) a material and unexpected interference with iemaonstruction of the Tenant Work and resultietay in substantial completion of the
Tenant Work, or

b) a delay in substantial completion of the BuidiBhell and Core beyond the reference dates spedifiSection 3 and this Exhibit F.

Tenant shall make commercially reasonable effortaitigate the effect of any event that would otfiee cause Landlord Delay, provided
that Tenant shall not be required to expend aduitifunds to mitigate Landlord Delay unless Landlagrees in writing to reimburse Tenant
for such costs.

G. COOPERATION

The parties agree to use best efforts to causeafdhhbir respective consultants, architects, eegjig and contractors to cooperate with one
another so that the Landlord Work and Tenant Weoekpaomptly, diligently and efficiently constructed

H. PUNCH LIST

Within twenty (20) days after Completion of the Bling Shell and Core, Tenant shall supply to Lardli written punch list setting forth
readily apparent additional corrective non-warrambyk to the Building Shell and Core which Tenaelidéves is required to be performed
pursuant to the requirements of Exhibit C. Oncedlaml has been provided with a punch list in acaom with the foregoing, and agrees
with the content of the punch list, Landlord sheithin thirty (30) days of receipt of the punchliake such measures as are necessary to
correct such defective work.

V. ADMINISTRATION OF WORK
A. LANDLORD REIMBURSEMENT

1. Landlord shall at the direction of Tenant eitre@mburse Tenant or directly pay Tenant's Condragtp to the maximum amount of the
Tenant Allowance remaining after reductions forlShed Core Tenant Upgrades) for the Tenant Worla amonthly basis, within twenty (2
days after the receipt of a draw request from Te&naontractor, accompanied by a signed Applicadiod Certificate for Payment (in AIA
format) from Tenant's Architect confirming that therk covered by such draw request has been coeapletits satisfaction and setting forth,
inter alia, the percentage of the Tenant Work cetepl to date. This payment request shall also benganied by partial conditional lien
releases from Tenant's Contractor covering the fiidnrk performed and/or materials and labor sgapthrough the date of each
application for payment and full conditional liezle@ases from each subcontractor and supplier wWigstat that stage completed its work and
confirmation from Tenant that its general contragdmot in default and that the percentage of wampleted on the draw request is accu
The reimbursement shall be calculated on a perger@hicompletion basis less a retention as catiedrider the Tenant Improvement
Construction Contract, but not less than five per¢8%). After completion of one hundred percert0%) of the Tenant Work, Landlord
shall either reimburse Tenant or directly pay Td'sa@ontractor for the then unreimbursed balandbefillowance for the Tenant Work
minus any mutually agreed holdback for uncomplgteich list items, within thirty (30) days followingceipt of a schedule reflecting such
costs, together with paid invoices supporting stmsts, and satisfaction of all of the following ddions:

a) Receipt by Landlord of a set of "as built" dnags for the Tenant Work and a copy of all warrantieeffect with respect to such Tenant
Work;

b) Receipt by Landlord of a certificate from then@at's architect confirming that all Tenant Workd&&aeen performed in accordance with
approved plans and specifications, governing cadesordinances and all punch list items, excepuailyt agreed items have been corrected;

-5



¢) Receipt by Landlord of reasonable evidence gfrnt by Tenant of all other costs, including extaad change orders, to its construction
contract;

d) The receipt of lien releases from the generatrestor and all other persons who performed waorkiosupplied materials for use in or
otherwise have lien rights with respect to the Tensork;

e) Landlord's on-site review of the Tenant Work @adeasonable approval thereof; and

f) Issuance of a Certificate of Occupancy for tiherkises by the City or satisfactory evidence that €ertificate of Occupancy will be issued
for the Premises within the said 30 day period,;

No payment shall be made while Tenant is in defadter the Lease. If any payment is not made whienidterest shall accrue thereon at
rate provided in Section 20.b. of the Lease, buiaf¢ may not offset unpaid amounts against sunenwibe due Landlord under this Lease,
absent a final judgment thereon.

2. If any lien is filed with respect to the Prensishiring the course of construction of the TenantkiTenant shall notify Landlord in writing
describing the cause of the lien and, if lien israson other than nonpayment by Landlord, thaieshall remove or otherwise satisfy the
lien.

3. If Tenant elects to have Landlord directly pana@nt's Contractor per Section 1V.A.1 of this Exhi) then Tenant shall provide Landlord
evidence satisfactory that Tenant has funds safftdio fund all amounts above the Tenant Allowance.

B. CHANGES, ADDITIONS OR ALTERATIONS

1. TENANT REQUESTED CHANGES. If Tenant shall requasy change, addition or alteration in any ofwregk shown in the Tenant's
Plans after Landlord's approval thereof (whetherr#sult of governmental requirement or otherwisehant shall promptly give Landlord a
written description of the changes requested abchguto Landlord plans and specifications descglsnch change. Provided the plans and
specifications are complete, Landlord shall exped#ly (but in no event longer than within five @ys after receipt of the complete plans
and specifications) review such plans and spetifica and provide to Tenant written approval ofgmeed changes. Landlord's approval s
be governed by Ill.A.4. above. Notwithstanding theegoing, the costs of any Change Order relatntpé Tenant Work shall be applied
against the Tenant Work Allowance to the exterdrof remaining balance thereof. Notwithstanding laingt herein to the contrary, Landlord
shall have no obligation to agree to or complete@nhange Order if and to the extent any delay tegubr possibly resulting from the same
jeopardizes the Delivery Date of the Premises,ssnleenant accepts total responsibility for suchylahd reasonably compensates Lanc
for such delay.

2. CHANGES DURING CONSTRUCTION (SHELL AND CORE TENY UPGRADES

AND TENANT WORK). Revisions to the Shell and Cordais or Tenant Plans, if any, are to be accommddatd-ield Change Orders. A
"Field Change Order" is a document which outlifesgcope of a requested change in the Work asedifip the Shell and Core Plans and
Tenant Plans and bears the signature of Tenartamtlord representatives approving such changedpes All such plans, specifications,
and Field Change Orders shall be approved by Latidiod Tenant prior to being executed or acted Ugyathe Landlord's or Tenant's
Contractors. Landlord and Tenant shall be giveh@4rs to respond without causing a Landlord or TieDelay unless otherwise specified in
said Field Change Order. In the event the Fieldn@barder increases the cost of the Shell and @ofenant Work beyond the maximum
Tenant Work Allowance, Tenant shall pay for the kvper the terms of this Exhibit and the Lease. éxsTienant Work, Tenant shall pay its
Contractor per the terms of the construction cattoatween the Tenant and its Contractor.
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EXHIBIT G
OPTION SPACE PERFORMANCE CRITERION
Per Section 33 of the Lease, Tenant has the Omi&xpand its Premises into the Building Three @ptBpace as defined in said Section 33.

This Exhibit establishes criterion under which Tretr®Building Three Option Space shall be reducethfa maximum of two full floors to
one full floor.

Tenant's Building Three Option Space shall be redudo one (1) full floor (either the first or secbitoor of Building Three at Landlord's sole
discretion) if either one of the following two catidns exist:

1) If at August 1, 2000, Tenant does not have caskrage or the ability to finance current ope@grpenses plus twelve (12) months of
payments due under the Lease.

2) If by December 31, 2000, the number of full tiemaployees working within the Premises is less @%h
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EXHIBIT H
FORM OF LETTER OF CREDIT

As provided in Section 6 of the Lease, an irrevégalnconditional Letter of Credit (the "Letter ©fedit") in the amount of $2,500,000 shall
be delivered to Landlord within ten (10) days fallng the execution of the Lease. The Letter of @nedl be in form satisfactory to Landlo
(see attached draft), will be a clean sight drathie required amount in favor of "401 Elliott W&&IC", irrevocable and expiring no less than
sixty (60) days after the Lease expiration datd, e issued by a bank approved by Landlord antheilunconditionally available to Landlc
by Landlord's drafts, at sight.

The Letter of Credit can be an annually renewalgfitelr of Credit provided that if the term of Lett#rCredit is not extended for at least one
year or a replacement Letter of Credit from a nimarfcial institution, both acceptable to Landlasdnot issued at least thirty (30) days p

to any expiry date, then Landlord shall have authd¢o draw down this Letter of Credit and use fheceeds as the security deposit per
Section 6 of the Lease in lieu of a Letter of Credi

The Letter of Credit shall be reduced per the feillgy schedule and conditions:

1) Upon commencement of the sixty-first (61st) nmoott the lease, the Letter of Credit shall be reduto $1,500,000 if all the following
conditions exist as of the commencement of the/dixét (61st) month.

a) Tenant is not then in default under the terntheflease and Tenant has cured all previous dsfafuany, with the Letter of Credit having
been restored to its full amount required previmuhis reduction.

b) Tenant is not then in default under any of itsgorate Banking Loans or Lines of Credit requiratae

¢) Tenant's total market cap as determined by tice pf its common stock traded on the NASDAQ drestsimilar public market is greater
than $100,000,000.

d) Tenant has experienced four consecutive quastggsitive earnings during the preceding twell/2) (months, as reported in its annual or
quarterly reports to Shareholders.

2) Upon the early termination of the Lease, onlytpems of Section 35 of the Lease, Right to Teaténthe Letter of Credit shall be
extinguished and returned to Tenant, less any Relditional Rent or Other Sums due under the Lease.

3) Upon commencement of the ninety-seventh (97tmtmof the Lease, the Letter of Credit shall lbuceed to $1,000,000 if all the
following conditions exist as of the commencemsrthe ninety-seventh (97th) month.

a) Tenant is not then in default under the termtheflease and Tenant has cured all previous defafuhny, with the Letter of Credit having
been restored to its full amount required previmuhis reduction.

b) Tenant is not then in default under any of itsg@rate Banking Loans or Lines of Credit requiratae

c) Tenant's total market cap as determined by tice pf its common stock traded on the NASDAQ drestsimilar public market is greater
than $100,000,000.

d) Tenant has experienced four consecutive quastggsitive earnings during the preceding twell/2) (months, as reported in its annual or
quarterly reports to Shareholders.



4) Upon expiration of the initial lease term or teenmencement of the first renewal term underlibisse, the Letter of Credit shall be
extinguished and returned to Tenant, less any Relditional Rent or Other Sums due under the Lease.
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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 Septe@HE?99 relating to the financial
statements and financial statement schedule ofdtvdiks, Inc., which appear in such Registratiate3hent. We also consent to the
references to us under the headings "Experts" atktted Financial Data" in such Registration &tate.

/sl Pricewat erhouseCoopers LLP

Seattl e, Washington
Sept enber 8, 1999



ARTICLE 5

PERIOD TYPE 9 MOS
FISCAL YEAR END SEP 30 199
PERIOD START OCT 01 199
PERIOD END JUN 30 199
CASH 26,94¢
SECURITIES 0
RECEIVABLES 6,68¢
ALLOWANCES (826,
INVENTORY 71C
CURRENT ASSET¢ 34,35¢
PP&E 2,52¢
DEPRECIATION (598,
TOTAL ASSETS 36,48¢
CURRENT LIABILITIES 7,581
BONDS 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 45,75:
OTHER SE (16,846
TOTAL LIABILITY AND EQUITY 36,48¢
SALES 14,06:
TOTAL REVENUES 14,06:
CGS 4,061
TOTAL COSTS 16,86¢
OTHER EXPENSE¢ 0
LOSS PROVISION 0
INTEREST EXPENSE (186,
INCOME PRETAX (6,678
INCOME TAX 0
INCOME CONTINUING (6,678
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (6,678
EPS BASIC (0.88
EPS DILUTED (0.88
End of Filing
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