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PROSPECTUS
SHARES
[LOGO]
COMMON STOCK

This is an initial public offering of common stobl¢ F5 Networks, Inc. Of the shares of common stogikg sold in this offering, shares are
being sold by F5 and shares are being sold byaffiag shareholder. F5 will not receive any of tireceeds from the sale of shares by the
selling shareholder.

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

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

PER SHARE TOTAL

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

Certain shareholders have granted the underwatersption for a period of 30 days to purchase wpdditional 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

HAMBRECHT & QUIST

BANCBOSTON ROBERTSON STEPHENS
DAIN RAUSCHER WESSELS

A DIVISION OF DAIN RAUSCHER INCORPORATED

, 1999
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PROSPECTUS SUMMARY

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

F5 NETWORKS

F5 is a leading provider of integrated Interneffitananagement solutions designed to improve tralability and performance of mission-
critical Internet-based servers and applications. @oprietary software-based solutions monitor arahage local and geographically
dispersed servers and intelligently direct trafficthe server best able to handle a user's reqDasiproducts are designed to ensure fault-
tolerance and provide timely responses to userestgland data flow. Our BIG/ip-Registered Trademankl 3DNS-TM- Controllers, when
combined with our see/IT-TM- Network Management §ala, help organizations optimize their networkvseavailability and performance
and cost-effectively manage their Internet infracture. Our solutions are used by organizations rghoon the Internet as a fundamental
component of their business. Our customers inclogignet service providers, such as Exodus Comnatinits, PSINet, MCI WorldCom, e-
commerce companies and many other organizatiohemmaloy high-traffic Internet sites. Since shigpiur first product in July 1997, we
have sold our products to over 300 end-customers.

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

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

- HIGH SYSTEM AVAILABILITY. Our products provide falt-tolerance by quickly detecting server, appl@atand network failures and
directing traffic to functioning servers and apptions.

- 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........ shares

Common stock offered by the shares
selling shareholder.............

Common stock to be outstanding  shares (1)
after this offering.............

Use of proceeds................... For working cap ital and general corporate purposes. See
"Use of Proceed s."

Nasdag National Market symbol..... FFIV

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

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

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

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

ALL INFORMATION IN THIS PROSPECTUS RELATING TO OUTRANDING SHARES OF F5 COMMON STOCK AND OPTIONS (
WARRANTS TO PURCHASE F5 COMMON STOCK IS BASED UPONFORMATION AS OF MARCH 31, 1999. PRO FORMA
INFORMATION GIVES EFFECT TO THE CONVERSION OF ALLWISTANDING SHARES OF F5 PREFERRED STOCK AS OF THE
CLOSING OF THIS OFFERING. UNLESS OTHERWISE INDICADETHE INFORMATION THROUGHOUT THIS PROSPECTUS
DOES NOT TAKE INTO ACCOUNT THE POSSIBLE ISSUANCE G¥ODITIONAL SHARES OF COMMON STOCK TO THE
UNDERWRITERS PURSUANT TO THEIR OVER-ALLOTMENT OPTID

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

FISCAL YEAR ENDED S IX MONTHS ENDED
PERIOD FROM FEBRUARY ~ SEPTEMBER 30, MARCH 31,

26,1996 (INCEPTION) TO w-rmeemememmmnmece —on e
SEPTEMBER 30,1996 1997 1998 1 998 1999

(UNAUDITED)
STATEMENT OF OPERATIONS DATA:

Net reVENUES........ceveeeeeeieeeiee e $ 2 $ 229 % 4889 % 1,837 $ 6,457
Loss from operations...........cccocvveeviieenns (348) (1,428) (3,668) (1,027) (5,248)
NEL I0SS..c.veivviriiiieie e $ (330) $ (1,456) $ (3,672) $ (1,046) $ (5,159)
Net loss per share--basic and diluted............. $ (0.06) $ (0.24)$ (0.60)$ (0.17) $ (0.82)
Weighted average shares--basic and diluted........ 5,932 6,000 6,086 6,258 6,297
Pro forma net loss per share (unaudited):

Net loss per share--basic and diluted........... $ (0.26) $ (0.36)

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

BALANCE SHEET DATA:
Cash and cash equivalents........ccccocceeeeeeee. e $ 2460 $
Working capital.........ccceveveeverieeeennnnnn.

Total aSSets......ccccevvvvvveeiiiiieeeene,
Redeemable convertible preferred stock...........
Shareholders' deficit............cccccennneee.

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

(2) Adjusted to reflect the sale by F5 of sharesamimon stock at an assumed initial public offepnige of $ per share and the application of
the estimated net proceeds after deducting estimatderwriting discounts and commissions and otimesed offering expenses. See "Us
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.

WE HAVE A LIMITED OPERATING HISTORY AND ARE SUBJECT TO RISKS FREQUENTLY ENCOUNTERED BY EARLY
STAGE COMPANIES.

We were founded in February 1996 and have a limofegtating history, which makes an evaluation afmospects difficult. In addition, the
revenues and income potential of our business arélghare unproven. An investor in our common stocist consider the challenges,
expenses and difficulties we face as an early staggany in a new and rapidly evolving market. Ehesallenges include our:

- substantial dependence on sales of our BIG/ipdRegd Trademark- Controller;
- dependence on the growth of the new and evolwviagket for Internet traffic management solutions;
- need to expand our customer base in a highly etith market;

- need to build upon our current technology platf@and offer a complete Internet traffic managensehition by developing new products,
including the development of our global/SITE-TM-rGwller;

- need to compete effectively;

- need to manage expanding operations, obtainiadditoffice and manufacturing space, integratermw management team, hire additional
personnel and manage growth in international market

- need to establish and maintain relationships végiellers, original equipment manufacturers, systmtegrators, Internet service providers
and other channel partners;

- need to establish and maintain strategic relahigs in order to have access to key technologidsastomers;
- need to expand our sales and professional sereig@nizations; and
- dependence on key personnel.

We may not be successful in meeting any of theallestges, and the failure to do so will seriousdyrh our business and results of
operations. In addition, because of our limitedrafirg history we have limited insight into trertiat may emerge and affect our business.

OUR QUARTERLY OPERATING RESULTS ARE VOLATILE AND FU TURE OPERATING RESULTS REMAIN UNCERTAIN.

Our quarterly operating results have varied sigaiitly in the past and will vary significantly inet future. Operating results vary depending
on a number of factors, many of which are subsaiptbutside of our control, including:

- the size, timing and contractual terms of ordersur products, especially large orders from safheur customers;
- our limited order backlog, which makes revenureany quarter substantially dependent on orderkdiband delivered in that quarter;
- the markets in which we operate, which may neetlp as rapidly as we anticipate;
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- our ability to enter into new international matkas well as sell our products to governmentatiesit
- the unpredictability of our sales cycle;

- our ability to market and sell new products, sastour see/IT-TM- Network Management Console, ligwveew products, such as
global/SITE, and introduce enhancements on a tirnagys;

- the uncertain timing and level of market accep¢aior our existing products, our products undeettoment and new products or product
enhancements introduced by us or by our competitors

- the effectiveness of resellers, original equiptmeanufacturers, systems integrators, Interneficseproviders or other channel partners in
selling BIG/ip, 3DNS-TM- and see/IT and our futym®ducts such as global/SITE;

- changes in pricing by us or our competitors;

- unfavorable changes in the prices of the compisnga purchase or license;

- our ability to attain and maintain production wmles and quality levels for our products;

- the mix of products sold and the mix of salesneleds through which they are sold;

- changes in information systems resource allondiipour customers due to their operating budgelesy
- our uncertain ability to manage costs given theability in our quarterly revenues;

- seasonality in sales of our products;

- rapid technological changes in our markets;

- deferrals of customer orders in anticipation @fvrproducts or product enhancements introducedstoyr by our competitors;
- personnel changes; and

- general economic factors.

As a result of the foregoing factors, our futur@@ting results are difficult to predict. In pauiar, we anticipate that the size of customer
orders may increase as we continue to focus oefdmgsiness accounts and sales to governmentaésnfl delay in the recognition of
revenue, even from just one account, may haveréfis@nt negative impact on our results of operagifor a given period. In the past, a
significant portion of our sales have been realizedr the end of a quarter. Accordingly, a delagriranticipated sale past the end of a
particular quarter may negatively impact our resaftoperations for that quarter. Furthermore, agebour decisions regarding our operating
expenses on anticipated revenue trends, and oensgpevels are relatively fixed. Consequentlygevienue levels fall below our expectatic
our net income (loss) will decrease (increase) iseanly a small portion of our expenses vary withrevenues. See "Management's
Discussion and Analysis of Financial Condition &websults 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 such expectationklikély seriously harm the market price of our aoon stock.

WE HAVE INCURRED LOSSES AND WE EXPECT SIGNIFICANT F UTURE 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 September1396,



$1.5 million for the year ended September 30, 129Y $3.7 million for the year ended September 8981As of March 31, 1999, we had an
accumulated deficit of $10.6 million, and we expicincur significant losses in the future.

We intend to substantially increase our operatikmgeases in fiscal 1999 and beyond as we:
- enter new markets for our products and services;
- introduce new products and product enhancements;

- increase our sales and marketing activitiespiiclg expanding our direct sales force and our@udisales channels both domestically and
internationally;

- hire additional product development personnel;

- implement new and upgraded information and finglngystems, procedures and controls as well asatolgional general and administrat
personnel; and

- broaden our customer support and professionaicesr capabilities.

As a result, we will need to generate significametéases in our quarterly net revenues to achieseraintain profitability. Although our net
revenues have grown in recent quarters, we mageable to sustain these growth rates or achiesasiain profitability, particularly becat
increased operating expenses will be incurred befe realize any net revenues from these expedsedailure to achieve and sustain
profitability will seriously harm our business aresults of operations. See "Selected Financial'Tatd "Management's Discussion and
Analysis of Financial Condition and Results of Cgieems."

OUR SUCCESS DEPENDS ON SALES OF OUR BIG/IP CONTROLIER.

We currently derive, and expect to continue to\dera substantial portion of our net revenues fsates of BIG/ip. Implementation of our
strategy depends upon BIG/ip being able to soliteeal network availability and performance probkewf our customers. If BIG/ip is unable
to solve these problems for our customers, itactitreness will be diminished. A decline in thecprof, or demand for, BIG/ip or our failure
to achieve broad market acceptance of BIG/ip, séliously harm our business and results of opemmitid/e cannot predict the lifecycle of
BIG/ip for several reasons, including:

- the recent emergence of the market for Intemadfi¢ management solutions;

- the uncertain timing and level of acceptancewfBIG/ip product enhancements;
- the risk of technological changes that may mak&/ip obsolete; and

- future competition.

OUR SUCCESS DEPENDS ON OUR ABILITY TO DEVELOP NEW PRODUCTS AND FEATURES AND ADAPT TO RAPID
TECHNOLOGICAL CHANGE.

The Internet traffic management market is charatdrby rapid technological change, frequent nevdpct introductions, changes in
customer requirements and evolving industry stadglaiVe are currently developing new product featared in the future we expect to
expand our operations by promoting new and comphéang products and services. In addition, our dbjemf providing complete Internet
traffic management solutions will require us to elep and introduce new technologies and to offactionality that we do not currently
provide. Any development of these new productstantnologies will require significant research degelopment resources and will invo
many challenges. We may not be able to expandrgiupt offerings or develop a complete Interndfittananagement solution in a cost-
effective or timely manner or at all. In the pagg have experienced delays in new product releaselsye may experience similar delays in
the future. If we fail to deploy new product relea®n a timely basis, our business and resultp@fations may be seriously harmed.
Furthermore, if



we are unable to expand our product offerings twiple a complete Internet traffic management sofytour business and future operations
may be harmed significantly. In addition, such gfanay fail to increase market acceptance of oodyrcts or other Internet traffic
management solutions, and the Internet traffic gament market may not ultimately prove to be assnable market. If we were to incur
delays in the introduction of new product featumrsf these features do not provide the benefifseeeted or do not achieve widespread mi
acceptance, our business and results of operatitirntse seriously harmed. See "Business--Producstelpment.”

THE MARKET FOR INTERNET TRAFFIC MANAGEMENT SOLUTION SIS HIGHLY COMPETITIVE.

Our markets are new, rapidly evolving and highlynpetitive, and we expect such competition to peesid intensify in the future. Our
principal competitors in the Internet traffic maeagent market are Cisco Systems, Inc. as well asrder of other public and private
companies that offer load balancing and other ndkwnagement products. We expect to continued® daditional competition as new
participants enter the Internet traffic managemmeatket. We also compete with other providers ofihare and software who offer partial
solutions to network infrastructure problems, imthg network-caching companies, clustering softwareviders, hardware server
manufacturers and other networking companies. Adtively, larger companies with significant resascbrand recognition and sales
channels may form alliances with or acquire conmgelnternet traffic management solutions and emasggignificant competitors. In
addition, potential competitors may bundle theodurcts or incorporate an Internet traffic managememponent into existing products in a
manner that discourages users from purchasingrodupts. Potential customers may also choose tthpse additional servers instead of our
products.

Many of our competitors have longer operating hmistand significantly greater financial, technjeabrketing and other resources than we
do. Many of these companies have more extensivernes bases and broader customer relationshipsaldd be leveraged, including
relationships with many of our current and potdrtisstomers. In addition, our competitors may ble & respond more quickly to new or
emerging technologies and changes in customerresgants than we do. These companies also havdisggly more established customer
support and professional services organizationsaorg extensive direct sales forces and direciragicect sales channels than we do. In
addition, these companies may adopt aggressivigniolicies to gain market share. As a resultywmay not be able to maintain a competi
position against current or future competitors. @ilure to maintain and enhance our competitivsifgan within the market may seriously
harm our business and results of operations.

CONTINUED RAPID GROWTH MAY STRAIN OUR OPERATIONS.

Since the introduction of our product line, we haxeerienced 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 March 31, 1999, timebeu of our employees increased frorr
to 124. We expect our anticipated growth and exipart® continue to strain our management, operatiand financial resources. In addition,
our management team has limited experience wotkigether. Our Chief Technical Officer joined usAipril 1998, and our Chief Financial
Officer joined us in March 1999. There can be reussnce that our management team will be able t& effectively together to manage our
organization as a public company.

To accommodate this anticipated growth, we wiltbguired to:

- improve existing and implement new and upgradéarmation and financial systems, procedures amdrols;
- hire, train and manage additional qualified parss; and

- effectively manage multiple relationships withr customers, suppliers and other third parties.
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We may not be able to install adequate controkesystin an efficient and timely manner, and oureniror planned information systems,
procedures and controls may be inadequate to suppofuture operations. The difficulties assoaiatéth installing and implementing new
systems, procedures and controls may place a isignifourden on our management and our internalress. In addition, as we grow
internationally, we will have to expand our worldigioperations and enhance our communications tnicsre. Any delay in the
implementation of such new or enhanced systemsggrioes or controls, or any disruption in the titeorsto such new or enhanced systems,
procedures or controls, may seriously harm ouitghd accurately forecast sales demand, managerodiuct inventory and record and rej
financial and management information on a timelgt aocurate basis. Our inability to manage growtbotively may seriously harm our
business and results of operations.

WE INTEND TO EXPAND OUR INTERNATIONAL OPERATIONS AN D MAY ENCOUNTER A NUMBER OF FACTORS
ASSOCIATED WITH INTERNATIONAL OPERATIONS THAT MAY S ERIOUSLY HARM OUR BUSINESS AND RESULTS OF
OPERATIONS.

International sales represented approximately G6&ur net revenues for the year ended Septemher9®7, 3.2% for the year ended
September 30, 1998 and 4.7% for the six monthsceRtrch 31, 1999. We currently have sales persanrtbe United Kingdom and in
Germany and intend to expand the scope of oumatemal operations. If we are unable to expandmternational operations successfully
and in a timely manner, our business and resultgpefations may be seriously harmed. Our contimuedith will require further expansion
of our international operations in selected coestin the European and Asia Pacific markets. We loaly limited experience in marketing,
selling and supporting our products internationglych expansion may be more difficult or take Emipan we anticipate, and we may no
able to successfully market, sell, deliver and suppur products internationally.

Our international operations are, and any expaittednational operations will be, subject to a ggyiof risks associated with conducting
business internationally that may seriously harmbusiness and future operating results, incluthrgfollowing:

- import or export licensing requirements;

- potential adverse tax consequences;

- increases in tariffs, duties, price controls thren restrictions on foreign currencies or tradeibes imposed by foreign countries;
- difficulties in collecting accounts receivable;

- longer payment cycles;

- fluctuations in currency exchange rates;

- uncertainty relating to the European monetaryweosion;

- reduced or limited protection of our intellectypabperty rights in some countries;

- seasonal reductions in business activity dutiregstummer months in Europe and certain other patte world; and

- recessionary environments in foreign economies.

WE DEPEND UPON OUR CURRENT THIRD-PARTY DISTRIBUTION RELATIONSHIPS AND NEED TO DEVELOP NEW
RELATIONSHIPS.

Our sales strategy requires that we establish phellindirect sales channels in the United Statésiaternationally through leading industry
resellers, original equipment manufacturers, systtegrators, Internet service providers and othannel partners. We have a limited
number of agreements with companies in these ctgrare we may not be able to increase our numdiswibution relationships
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or maintain our existing relationships. One of mgellers, Exodus Communications, Inc., accourded7.6% of our net revenues for the six
months ended March 31, 1999.

Typically, our agreements with our channel partrersiot prevent these companies from selling prtsdoicother companies, including
products that may compete with our products aneigdly do not contain minimum sales or marketingig@enance requirements. As a result,
our channel partners may give higher priority todarcts of other companies, or to their own produbtss reducing their efforts to sell our
products. These agreements generally are non-éxelasd are for one-year terms with no obligatibowur channel partners to renew the
agreements. Accordingly, while the loss of, or gigant reduction in sales volume to, any of ourreut or future channel partners may
seriously harm our business and results of opemstio significant increase in sales through thbaemels may negatively impact our gross
profit.

In order to support and develop leads for our extisales channels, we also plan to expand odrd$edes and customer support staff
significantly. We cannot assure you that this iné¢expansion will be successfully completed, thatcost of this expansion will not exceed
the net revenues generated or that our expandesl &adl support staff will be able to compete swefablg against the significantly more
extensive and well-funded sales and marketing op@saof many of our current or potential compettdur inability to effectively establish
our indirect sales channels or manage the expansionr sales and support staff will seriously hanm business and results of operations.

WE NEED TO EXPAND OUR MARKETING AND SALES, PROFESSI ONAL SERVICES AND CUSTOMER SUPPORT
CAPABILITIES TO INCREASE MARKET ACCEPTANCE OF OUR P RODUCTS.

Our products and services require a sophisticatetteting and sales effort targeted at several $ewéhin a prospective customer's
organization. We have recently expanded our sale® fand plan to hire additional sales personmaiztition for qualified sales personnel
is intense, and we might not be able to hire tinel kind number of sales personnel we are targélinginability to retain and hire qualified
sales personnel may seriously harm our businesseantts of operations.

We currently have a small professional servicesarstiomer support organization and will need todase our staff to support new custor
and the expanding needs of existing customersingtallation of Internet traffic management solnpthe 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 istiyidue 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 supggnsonnel that our business needs may serioasty bur business and results of
operations.

WE ARE DEPENDENT ON CERTAIN KEY PERSONNEL AND ON OU R ABILITY TO HIRE ADDITIONAL QUALIFIED
PERSONNEL.

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 Mr. Hussegtwiges would seriously harm our business and testiloperations. We do not have
employment contracts with any of our key personnel.

We believe our future success will also dependigd part upon our ability to attract and retaghhi skilled managerial, product
development, sales and marketing and finance peeto@ompetition for such personnel is intenseeeisly in the Seattle area, and there
be no assurance that we will be successful inatittigaand retaining such personnel. The loss of#reices of any of our key personnel, the
inability to attract or retain qualified personinethe future or delays in hiring required persdnparticularly engineers and sales and
marketing personnel, may seriously harm our busiaesl results of operations.
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WE HAVE AN UNPREDICTABLE SALES CYCLE.

We are unable to predict our sales cycle becaudtawe limited experience selling our products. SaleBIG/ip, 3DNS and see/IT require us
to educate potential customers on their use andfit®nThe sale of our products is also subjectaiays from the lengthy internal budgeting,
approval and competitive evaluation processedldingé corporations and governmental entities mguire. For example, customers
frequently begin by evaluating our products omaitkéd basis and devote time and resources to ¢estinproducts before they decide whe
or not to purchase. Customers may also defer oedeasresult of anticipated releases of new praducénhancements by us or our
competitors. As a result, our products have anediptable sales cycle that contributes to the uairgy of our future operating results.

COMPETITIVE PRESSURES MAY CAUSE THE AVERAGE SELLING PRICES OF OUR PRODUCTS TO DECREASE, WHICH
MAY NEGATIVELY IMPACT GROSS PROFITS.

We anticipate that the average selling prices ofppaducts will decrease in the future in respasgompetitive pricing pressures, increased
sales discounts, new product introductions by usuorcompetitors or other factors. Therefore, ithenrto maintain our gross profits, we must
develop and introduce new products and productres@ments on a timely basis and continually reducgpoduct costs. Our failure to do so
will cause our net revenue and gross profits tdigkeecwhich 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.

WE ARE DEPENDENT ON CONTRACT MANUFACTURERS AND NEED TO EXPAND OUR MANUFACTURING
OPERATIONS.

We rely on third party contract manufacturers teeasble our products, which use industry-standardwere components. We currently
subcontract substantially all of our assembly to t@mpanies, which assemble BIG/ip and 3DNS foand,we have experienced delays in
shipments from these contract manufacturers ip#st. In the future, we may experience similartbeoproblems, such as inferior quality
and insufficient quantity of product, any of whietay seriously harm our business and results ofatipeis. There can be no assurance thi
will be able to maintain adequate levels of prodmeentory, effectively manage our contract mantufeers or that these manufacturers will
meet our future requirements for timely deliveryoof products of sufficient quality and quantityeWitend to introduce new products and
product enhancements, which will require that wedig achieve volume production by coordinating etforts with those of our suppliers
and contract manufacturers. The inability of ountcact manufacturers to provide us with adequappl#es of our products or the loss of one
or more of our contract manufacturers may causslaydn our ability to fulfill orders while we olitaa replacement manufacturer and may
seriously harm our business and results of opemstio

If the demand for our products grows, we will néeéhcrease our material purchases, contract matwfag capacity and internal test and
quality functions. Any disruptions in product flaway limit our revenue, may seriously harm our cotitige position and may result in
additional costs or cancellation of orders by aistomers.
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WE CURRENTLY PURCHASE SEVERAL KEY COMPONENTS USED I N THE MANUFACTURE OF OUR INTERNET
TRAFFIC MANAGEMENT PRODUCTS FROM LIMITED SOURCES.

We currently purchase several key hardware comgsnesed in the assembly of our products from lichgeurces. Generally, purchase
commitments with our suppliers are on a purchaderdrasis. Any interruption or delay in the suppiyany of these hardware components
the inability to procure a similar component froltemnate sources at acceptable prices within aoredse time, will seriously harm our
business and results of operations. In additioalifying additional suppliers can be time-consumamgl expensive and may increase the
likelihood of errors.

Lead times for materials and hardware componergs usour products vary significantly and dependamtors such as the specific supplier
terms and demand for a component at a given tiheedérs do not match forecasts, excess or inadecuigpplies of certain materials,
including components manufactured by our subcotdracmay seriously harm our business and restiiperations. From time to time we
have experienced shortages and allocations oficdréadware components. We are likely to encoustiertages and delays in obtaining
hardware components in the future. These shor@ugslelays may seriously harm our business andtsadlwoperations.

UNDETECTED SOFTWARE OR HARDWARE ERRORS MAY SERIOUSL Y HARM OUR BUSINESS AND RESULTS OF
OPERATIONS.

Internet traffic management products frequentlytaimundetected software or hardware errors whsnifitroduced or as new versions are
released. We have experienced such errors in #terpeonnection with new products and product aggs. We expect that such errors will
be found from time to time in new or enhanced potslafter commencement of commercial shipmentssdpeoblems may cause us to incur
significant warranty and repair costs, divert titergtion of our engineering personnel from our piciddevelopment efforts and cause
significant customer relations problems. We map &ks subject to liability claims for damages rafaie product errors. While we carry
insurance policies covering this type of liabilitiese policies may not provide sufficient protetshould a claim be asserted. A material
product liability claim may seriously harm our usss 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 occurresickardware and software errors, whether causeslibyproducts or another vendor's
products, may result in the delay or loss of mageeptance of our products. The occurrence ofaaly problems may seriously harm our
business and results of operations.

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 disclosupzotect our intellectual property righ
We currently do not have any issued patents ompagnt applications pending for any of our techgglo

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

From time to time, third parties may assert patespyright, trademark and other intellectual propeights claims or initiate litigation agair
us or our contract manufacturers, suppliers orocusts
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with respect to existing or future products. Altgbuve have not been party to any claims allegifignigement of intellectual property rights,
we cannot assure you that we will not be subjestuth claims in the future. We may in the futuiigate claims or litigation against third
parties for infringement of our proprietary righdsdetermine the scope and validity of our propmgtights or those of our competitors. Any
such claims, with or without merit, may be time-soming, result in costly litigation and diversioihtechnical and management personnel or,
in the case of claims against us, require us teecaaing infringing technology, develop non-infimgtechnology or enter into royalty or
licensing agreements. Such royalty or licensingeaigrents, if required, may not be available on aabdpterms, if at all. In the event of a
successful claim of infringement and our failurérability to develop nonrfringing technology or license the infringed @mgar technology

on a timely basis, our business and results ofatjpers may be seriously harmed.

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.

As is true for most companies, the Year 2000 coemissue creates a significant risk for us. If eyt do not correctly recognize date
information when the year changes to 2000, theng easerious harm to our operations. This risktexisat 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 manuéss; 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

We are currently evaluating our exposure in athefse areas.

Although we believe our products are Year 2000 d@np we cannot anticipate all customer situatiand we may see an increase in
warranty and other claims as a result of the Y@@0Zransition. In addition, litigation regardinggar 2000 compliance issues is expected to
escalate. For these reasons, the impact of custdaiars may seriously harm our business and restittperations.

We are also in the process of conducting an invgrand evaluation of the information systems usedit our business. We plan to replace
or upgrade systems which are identified as non-diamp For the Year 2000 non-compliance issuestified to date, the cost of remediation
is not expected to exceed $50,000. However, if @amgntation of replacement systems is delayed,gifificant new non-compliance issues
are identified, our business and results of opamatmay be seriously harmed.

We are in the process of contacting our criticplpdiers and contract manufacturers to determinethngngheir operations and the products
services they provide are Year 2000 compliant. fallare of our suppliers and contract manufactuterse Year 2000 compliant may
seriously harm our business and results of opemstio

Virtually all businesses face Year 2000 compliaisseies and may require significant hardware anvaoé upgrades or modifications to t
computer systems and applications. Companies ovandgperating such systems may plan to devotbstantial portion of their
information systems' spending to fund such upgradesmodifications and divert spending away frotermet traffic management solutions
to change their computer systems later this yetliea¥ ear 2000 approaches. Such changes in custospending patterns may seriously
harm our business and results of operations.
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OUR PRODUCTS ARE SUBJECT TO UNITED STATES EXPORT LAWS.

The encryption technology contained in our prodis®ubject to United States export controls. Sexghort controls limit our ability to
distribute certain encrypted products outside efltmited States. While we take precautions againistwful exportation, such exportation
inadvertently may have occurred in the past or oeur from time to time in the future, subjectirggta potential liability and serious harm.
In addition, future legislation or regulation mayther limit levels of encryption technology thaincbe included in our products. For exam
recent proposals at the federal level call for detmecontrols on encryption products and relatedises. Such new regulation would alter the
design, production, distribution, and use of ourducts, and could reduce demand for our products.

In addition, foreign governments have import anthdstic use laws and regulations already in plagertfay restrict the type of encryption
software that is permitted for distribution in theduntries. As a consequence of such export, itrgpat use controls, we have developed and
marketed both domestic and international versidi&@/ip, with the version for the United Statesniket having encryption and the version
for export to international markets having no eptignh. We may also have to develop and market dothestic and international versions of
3DNS, global/SITE and other products and produbteoements that contain encryption software ompsetiucts with a lower level of
encryption than our customers desire. As a resgltnay incur additional costs associated with th@idation of effort and expense in
research, development, manufacturing, and distabwdf different versions of products and enhanagsidn addition, we may lose sales
from customers who wish to have the same levehofygtion security throughout their organizatiorbersubject to potential liability or oth
serious harm if the alteration of our products eaukem to perform at a level below their intenlge®@|. We may also encounter difficulties
competing with non-United States producers of petelwith higher levels of encryption, who may buottport their products into the United
States and sell products overseas. Any such egpartport restrictions, legislation, regulationwrlawful exportation or importation may
seriously harm our business and results of opemstio

RISKS ASSOCIATED WITH POTENTIAL ACQUISITIONS.

We may make investments in complementary compapiesgiucts or technologies. If we buy a companynvey have difficulty in
assimilating that company's personnel and opermationaddition, the key personnel of the acquirahgany may decide not to work for us. If
we make other types of acquisitions, we may haffecdity in assimilating the acquired technologypmroducts into our operations. These
difficulties may disrupt our ongoing business, @ist our management and employees and increasxpenses. Furthermore, we may have
to incur debt or issue equity securities to payafioy future acquisitions, the issuance of which toeylilutive to our current shareholders.

OUR FUTURE CAPITAL NEEDS ARE UNCERTAIN.

We expect that the net proceeds from this offeragh from operations and borrowings available undecredit facility will be sufficient to
meet our working capital and capital expendituredsefor at least the next twelve months. After,tivat may need to raise additional funds,
and additional financing may not be available orofable terms, if at all. Further, if we issue diaial equity securities, shareholders may
experience dilution, and the new equity securitiesy have rights, preferences or privileges senidhdse of existing holders of our common
stock. If we cannot raise funds, if needed, on piatde terms, we may not be able to develop newuyats or enhance our existing products,
take advantage of future opportunities or respontbmpetitive pressures or unanticipated requirgsndinis may seriously harm our busir
and results of operations. See "Use of ProceeBdyition" and "Management's Discussion and Analydi§inancial Condition and Results
Operations--Liquidity and Capital Resources."
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WE ARE SIGNIFICANTLY CONTROLLED BY EXISTING SHAREHO LDERS.

On completion of this offering, executive officedsrectors and their affiliates and 5% shareholdelisbeneficially own, in the aggregate,
approximately % of our outstanding common stockaAssult, these shareholders will be able to ésesignificant control over all matters
requiring shareholder approval, including the étecof directors and approval of significant corgiertransactions, which may have the et
of delaying or preventing a third party from acéugrcontrol over us. See "Principal and Sellingrghalder."

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

The initial public offering price is substantialiygher than the book value per share of our comstack. Investors purchasing common stock
in this offering will, therefore, incur immediatdwdion of $ in net tangible book value per shafeammon stock. Investors will incur
additional dilution upon the exercise of outstagditock options and warrants.

NO PUBLIC MARKET FOR OUR COMMON STOCK CURRENTLY EXI STS AND OUR STOCK PRICE MAY FLUCTUATE
AFTER THIS OFFERING.

Prior to this offering, you could not buy or sellraommon stock on a public market. An active pubiarket for our common stock may not
develop or be sustained after this offering. Althlothe initial public offering price will be detemed based on several factors, the market
price for our common stock will vary from the iwitioffering price after this offering. See "Undeitimg." The market price of our common
stock may fluctuate significantly in response toumber of factors, some of which are beyond outrobrincluding:

- quarterly variations in operating results;

- changes in financial estimates by securitiesyasits|

- announcements by us or our competitors of sicgifi contracts, acquisitions, strategic partnesshgint ventures or capital commitments;
- additions or departures of key personnel;

- any future sales by us of common stock or otkeusties; and

- stock market price and volume fluctuations, whacé particularly common among securities of higggthhology companies.

In the past, securities class action litigation bfsn been brought against a company followingaualsrof volatility in the market price of its
securities. We may in the future be the targetroflar litigation. Securities litigation may resuit substantial costs and divert management's
attention and resources, which may seriously hambasiness and results of operations.

WE HAVE IMPLEMENTED CERTAIN ANTI-TAKEOVER PROVISION  S.

Certain provisions of our articles of incorporatimd bylaws, as well as provisions of Washingtewn lmay make it more difficult for a third
party to acquire us, even if doing so would be fieia to our shareholders. See "Description of itdstock."

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

If our shareholders sell substantial amounts ofoomnmon stock, including shares issued upon theceseeof outstanding options and
warrants, the market price of our common stock falySuch 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
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shares of common stock, assuming no exercise efanding options or warrants after March 31, 1989 o exercise of the underwriters'
over-allotment option. The shares eligible for salthe public market are as follows:

SHARES
DAYS AFTER DATE OF ELIGIBLE FOR
THIS PROSPECTUS SALE COMMENT
Upon effectiveness......... Shares sold in the offering
90 days.....ccceevruveenn. Shares salable under Rule 144 that are not subject to the lock-up
180 days.....ccccveeenenn. Lock-u p released: shares salable under Rules 144 and 701

See "Shares Eligible for Future Sale" and "Unddimgi"
WE WILL HAVE BROAD DISCRETION AS TO THE USE OF THE OFFERING PROCEEDS.

The majority of the net proceeds of this offerimg aot allocated for specific uses and our managéna spend most of the proceeds from
this offering in ways with which the shareholderaynmot agree. We cannot predict that the procedtlbeninvested to yield a favorable
return. See "Use of Proceeds."

WE DO NOT INTEND TO PAY DIVIDENDS.

We have never declared or paid any cash dividendsiocapital stock. We currently intend to retaity future earnings for funding growth
and, therefore, do not expect to pay any dividendse foreseeable future.

FORWARD LOOKING STATEMENTS

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

F5 will receive net proceeds of $ from the salsladres of common stock at an assumed initial poffiezing price of $ per share after
deducting estimated underwriting commissions asdalints of $ and estimated expenses of $ . Wenulilieceive any proceeds from the :
of common stock by the selling shareholder.

The principal purpose of this offering is to creatpublic market for the common stock of F5. Weirmk to use the proceeds of this offering
for working capital and general corporate purpogés.may also use some of the proceeds for stragéegjigisitions of products and
technologies that will complement or extend oustmrg Internet traffic management solutions, altftowe are not currently planning any of
these transactions. Pending such uses, we intanddst the net proceeds of the initial public dffg in investment grade interest-bearing
securities.

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.
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CAPITALIZATION

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

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

(3) on a pro forma basis as adjusted to refleatyeceipt of the estimated net proceeds from thedfashares of common stock offered by us
at an assumed initial public offering price of $ pkare and the filing of our amended articlemobrporation upon the closing of this
offering.

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

Redeemable convertible preferred stock:
Series D convertible: no par value,
1,138,438 shares issued and outstanding, actu
no shares issued and outstanding, pro forma a
adjusted.........ooooiiiiiiiieen

Shareholders' equity:

Preferred stock: no par value, 10,000,000 share
1,806,250 shares issued and outstanding, actu
shares authorized, no shares issued and outst
and pro forma as adjusted...................

Common stock: no par value, 50,000,000 shares a
6,903,093 issued and outstanding, actual; 50,
authorized, 15,017,469 shares issued and outs

MARCH 31, 1999

P RO FORMA

ACTUAL PROFORMA (1) AS ADJUSTED

(IN THOUSANDS)
(UNAUDITED)

al;
nd pro forma as
................. $ 7,688 $ $

s authorized,

al; 10,000,000
anding, pro forma
................. 4,197
uthorized,

000,000 shares
tanding, pro

forma; and 100,000,000 shares authorized, shares issued

and outstanding, pro forma as adjusted....... 8,132 20,017
Note receivable from shareholder (750) (750)
Unearned compensation................. (4,643) (4,643)

Accumulated deficit............................ B (10,617)  (10,617)
Total shareholders' equity (deficit)....... (3,681) 4,007
Total Capitalization..........cccceeeeee. $ 4,007 $ 4,007

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

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

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

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

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

F5's pro forma net tangible book value as of M&th1999 was $3.9 million, or approximately $0.26 ghare, after giving effect to the
conversion of all outstanding preferred stock icmonmon stock on a pro forma basis. Pro forma mgfiltée book value per share represents
the amount of our total tangible assets less liatilities, divided by the number of shares of cammon stock outstanding on a pro forma
basis. Dilution in net tangible book value per shapresents the difference between the amourshaee paid by purchasers of shares of
common stock in this offering and the net tanglibek value per share of common stock immediatebr éfie completion of this offering.
After giving effect to the sale of the shares aiooon stock offered by us hereby at an assumedlipitiblic offering price of $ per share and
after deducting the estimated underwriting discewamd commissions and estimated offering expersgsbfe by us, our pro forma net
tangible book value at March 31, 1999 would haventfe million, or approximately $ per share. Thigresents an immediate increase in pro
forma net tangible book value of $ per share tsteng shareholders and an immediate dilution intawegible book value of $ per share to 1
investors of common stock in this offering. Thddualing table illustrates this dilution on a per shhasis:

Assumed initial public offering price per share.... $
Pro forma net tangible book value per share as of March 31, 1999...........cccceen. $ 0.26
Increase in net tangible book value per share a ttributable to new investors...........

Pro forma net tangible book value per share after t his offering..........cccccoevvneeen.

Dilution in net tangible book value per share to ne W INVESIOrS....vvvveveeeeeeeeerieines $

The following table sets forth, on a pro forma bas of March 31, 1999, after giving effect to tbaversion of all outstanding preferred
stock into common stock, the difference betweemtimaber of shares of common stock purchased frorthagotal cash consideration paid
and the average price per share paid by existifdph®of common stock and by the new investorgreededucting estimated underwriting
discounts and commissions and estimated offeripgmses payable by us, at an assumed initial paffécing price of $ per share.

SHARES PURCHASED TOTAL CONSIDERATION AVERAGE
P RICE PER
NUMBER PERCENT  AMOUNT PERCENT SHARE
Existing shareholders............ccccocoeenee. 15,017,469 % $13,729,000 % $ 0.91
New iNVeStOrs.........ccceevveveeeeiiiiieeeee
Total oo 100.0% $ 100.0% $

The foregoing tables assume no exercise of therumiiers' over-allotment option and exclude thédaing: 2,425,805 shares subject to
options outstanding as of March 31, 1999 with agiveid average exercise price of $0.74 per sha88642352 additional shares that could be
issued under our stock plans, including 2,600,0@0es reserved for issuance under our stock platnsuibject to shareholder approval; and
2,212,500 shares that could be issued upon exaftisarrants outstanding as of March 31, 1999 witheighted average exercise price of
$0.75 per share. To the extent that any shareisared upon exercise of outstanding options oramésror reserved for future issuance under
our stock plans, there will be further dilutionrtew investors. See "Management--Incentive StocksPland "Description of Capital Stock."

The sale by the selling shareholder in this offgniill reduce the number of shares of common stell by existing shareholders to , or
approximately % ( shares, or approximately %, & timderwriters' over-allotment option is exercigefilll) of the total number of shares of
common stock outstanding upon the closing of tfisrimg and will increase the number of shares tglashew public investors to , or
approximately % ( shares, or approximately % if thelerwriters' over-allotment option is exerciseduill) of the total number of shares of
common stock outstanding after this offering. Seeritipal and Selling Shareholder."
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SELECTED FINANCIAL DATA

The selected statement of operations data forehegFebruary 26, 1996, inception, to Septembefl 806, and for the years ended
September 30, 1997 and 1998 and the balance shteettdSeptember 30, 1997 and 1998 are derivedtfrerfinancial statements of F5,
which have been audited by PricewaterhouseCoopéd?s ihdependent accountants, and included elsewhehés prospectus. The financial
data as of and for the periods ended March 31, 48881999 are unaudited, but have been preparadasis consistent with the audited
financial statements of F5 and the notes thereddrasiude all adjustments (constituting only normedurring adjustments) which F5
considered necessary for a fair presentation ofrnfeemation. The results of operations for the si@nths ended March 31, 1999 are not
necessarily indicative of results to be expectedte year or for any future periods. The datdagh below should be read in conjunction
with "Management's Discussion and Analysis of Fai@nCondition and Results of Operations" and tharfcial statements and the notes
thereto included elsewhere in this prospectush@usands, except per share data).

STATEMENT OF OPERATIONS DATA:
Net revenues.......cccooevveeeveeeeviiiiiinennn.
Cost of net revenues.........cccceeeeeeeeeneennn.

Gross profit........ccccceveveeeieiieienennnnn.

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

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

Loss from operations............cccceeeivveeeene
Interest income (expense), Net........cc.e........

NEt l0SS....cccoiiiiiiieieeee e,

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

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

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

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

BALANCE SHEET DATA:

Cash and cash equivalents..........ccccccceeene..
Working capital (defiCit).........cccccvveeeennn.
Total assets.........cccveenne

Long-term obligations
Redeemable convertible preferred stock.............
Shareholders' equity (deficCit)..........ccco.......

PERIOD FROM  FISCAL YEAR ENDED
FEBRUARY 26, SIX MON
1996 SEPTEMBER 30, MARC
(INCEPTION) TO
SEPTEMBER 1996 1997 1998 1998

(UNAU
$ 2 $ 229% 4889 $ 1,837
1 71 1,405 459
1 158 3,484 1,378
62 565 3,881 1,342
103 569 1,810 534
180 383 1,041 438
4 69 420 91
349 1,586 7,152 2,405

(348)  (1,428) (3,668) (1,027
18 (28) (@ (19

$ (330) $ (1,456)% (3,672)$ (1,046

$ (0.06) $ (0.24)$ (0.60)$ (0.17

5,932 6,000 6,086 6,258

$ (0.26)

SEPTEMBER 30, MARCH 31,

1996 1997 1998 1999

(UNAUDITED)

..... $ 624 % 143 $ 6206 $ 2460
..... 617  (317) 6,763 2,561
..... 817 919 9432 8516
..... 29 216 - -

..... - -~ 7688 7,688

..... 737 (231) (80) (3,681)

THS ENDED
H 31,

DITED)

$ 6,457
2,029




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 Controller, and began to expand our operaidVe increased our investments in
research and development, marketing programs, danael international sales channels, customeratigmd services and our general and
administrative infrastructure. Since June 30, 198¥ have:

- hired more than 120 employees;

- hired sales representatives in six domestic iooat

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

- released several upgrades to BIG/ip;

- released two new products, our 3DNS Controller aur see/IT Network Management Console;
- engaged sales representatives in the EuropeaAsaadPacific markets; and

- established a distributor relationship with oneinational reseller.

Our net revenues grew from $229,000 for the yededrSeptember 30, 1997 to $4.9 million for the yeated September 30, 1998, and were
$6.5 million for the six months ended March 31,4980 date, we have derived substantially all afrewenues from sales of BIG/ip.

Net revenues derived from customers located outsfitlee United States were $15,000 in 1997, $1®i0@ 998 and $327,000 for the :
months ended March 31, 1999. We plan to expandhtermational operations significantly, particuleih selected countries in the European
and Asia Pacific markets, because we believe iatermal markets represent a significant growth opity. The expansion of our
international operations will be subject to a vigrief risks that could significantly harm our busas and results of operations.

Customers who purchase BIG/ip or 3DNS receive liaditan services and an initial customer supporttzact, typically covering a 12-month
period. Customers may also purchase additionalcgermwhich are customarily billed at fixed ratelsis out-ofpocket expenses. We gener
combine the software license, installation, andamsr support elements of our products into a pgeketh a single price. We allocate a
portion of the sales price to each element of thedled package based on their respective fair galtreen the individual elements are sold
separately. Revenues from the license of softwmareeognized when the product has been shippetharalistomer is obligated to pay for
the product. Installation revenue is recognizedmihe product has been installed at the customitég'sRevenues for customer
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support are recognized on a straight-line basis theeinitial service contract term. Estimated sakgurns are based on historical experience
by product and are recorded at the time revenweseabgnized.

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

We have recorded a total of $6.2 million of unedroempensation costs since our inception througrcMal, 1999. These charges represent
the difference between the exercise price and ¢eenéd fair value of certain stock options grantedur employees and outside directors.
These options generally vest ratably over a foaryeriod. We are amortizing these costs over éistéing period of the options and have
recorded unearned compensation charges of $69r@D$H420,000 for the years ended September 30, 49971998, respectively, and
$91,000 and $1.0 million for the six months endeatdh 31, 1998 and 1999, respectively.

We expect to recognize amortization expense retatetearned compensation of approximately $2.6amjl$1.8 million, $961,000 and
$408,000 during the years ended September 30, 2009, 2001 and 2002, respectively. We cannot gieeahowever, that we will not
accrue additional unearned compensation cost®ifutiire or that our current estimate of thesescadt prove accurate, either of which
events could seriously harm our business and sesfitiperations.

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

Through March 31, 1999, we capitalized a total 20285000 of software development costs. We amorthZe@00 and $79,000 of these costs
during the years ended September 30, 1997 and i&§&:ctively, and $31,000 and $52,000 for thersinths ended March 31, 1998 and
1999, respectively.

In view of the rapidly changing nature of our besia 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 inttinatof 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 perimadd the rapid acceleration of our activities ardtesl expenses throughout the 1997 period.

SIX MONTHS ENDED

YEAR ENDED
SEPTEMBER 30, MARCH 31,
1997 1998 1998 1999
(UNAUDITED)
STATEMENT OF OPERATIONS DATA:
Net reVENUES......cviviiiiiiiccecceneeees s 100.0% 100.0 % 100.0% 100.0%
COoSt Of NEL FEVENUES......evviviiiiiieiieeies e 31.0 28.7 24.9 31.4
GrOSS MArGiN..cciiviiiieiiic e 69.0 71.3 75.1 68.6
Operating expenses:
Sales and marketing...........cccooveevrnennn. 246.8 79.4 73.1 79.0
Research and development 248.5 37.0 29.1 36.3
General and administrative....................... 167.2 21.3 23.8 185
Amortization of unearned compensation............ 30.1 8.6 5.0 16.1
Total operating eXPeNSeS.....cccoovevvvveees 692.6 146.3 131.0 1499
LOSS from Operations.......c.ccccvvvvvvvcccncces e (623.6) (75.0 ) (55.9) (81.3)
Interest income (EXPENSE), NeL....cccvcevincees e (12.2) (01 ) (1.0) 14
NetloSS....cccovvviiiiiiiciicciiicee (635.8)% (75 1)% (56.9)% (79.9)%

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

NET REVENUES. Net revenues increased by 251.5% .8 million for the six months ended March 3398 to $6.5 million for the si
months ended March 31, 1999. One of our reseliersgdus Communications, accounted for approximéit&l$% of our net revenues for the
six months ended March 31, 1999. This increaseinagvenues resulted primarily from an increashénquantity of our products shipped
to increased market acceptance, growth of our mestdase through our direct and indirect salesrlanrepeat business from our existing
customers, and to a lesser extent, introductiameaf products. As our net revenue base increasedpwet believe we can sustain the
historical percentage growth rates of net revenues.

COST OF NET REVENUES. Cost of net revenues conpistsarily of out-sourced hardware components aadurfacturing, fees for third-
party software products integrated into our proslugérsonnel and an allocation of our facilitied depreciation expenses. Cost of net
revenues increased by 342.0%, from $459,000 fosithmonths ended March 31, 1998 to $2.0 milliontfe six months ended March 31,

1999. This increase was due to the increased nuafilpeoducts shipped and to increases in persausts associated with product
installation and service.

Cost of net revenues as a percentage of net resevag24.9% for the six months ended March 31, B89&mpared to 31.4% for the six
months ended March 31, 1999. This increase inafastt revenues as a percentage of net revenueduggsimarily to an increase in the
percentage of total net revenues generated froeflees who buy our products for lower averagegsithan our direct sales prices and se
revenues which have higher relative costs thanymtoshles. Both of these factors result in lowesgrprofit margins. We anticipate that gr
margins may decrease in the future to the extetivile experience price erosion or due to an inereathe percent of total net revenue

generated from our channel partners or providimgise This decrease may be offset to the exterlicgase software versions of our
products that have higher gross margins.

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

25



relations, advertising and trade shows and anatilme of our facilities and depreciation expen&ses and marketing expenses increased by
280.3%, from $1.3 million for the six months endédrch 31, 1998 to $5.1 million for the six monthsled March 31, 1999. This increase
was due primarily to an increase in sales and niagkpersonnel and professional services persdnml 24 to 54, increased advertising and
promotional activities, expansion of our other nedifkg programs, and an increase in total sales easgiion. We expect to increase sales
marketing expenses in order to grow net revenué®apand our brand awareness.

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

product development personnel and an allocatiamuofacilities and depreciation expenses. Reseamdhdevelopment expenses increased by
339.0%, from $534,000 for the six months ended M&L, 1998 to $2.3 million for the six months endiéarch 31, 1999. This increase was
due to an increase in product development persdromal9 to 46. Our future success is dependergripel part on the continued enhancement
of our current products and our ability to devehaw, technologically advanced products that meestphisticated needs of our customers.
We expect research and development expenses &agein future periods.

GENERAL AND ADMINISTRATIVE. Our general and admiriative expenses consist primarily of salaries effiehand related costs of our
executive, finance, human resource and legal peedpthirdparty professional service fees, and an allocaifavur facilities and depreciati
expenses. General and administrative expensesaseatdy 171.9% from $438,000 for the six monthedridarch 31, 1998 to $1.2 million
for the six months ended March 31, 1999. This iaseewas due primarily to an increase in generabdnuinistrative personnel from 7 to 24.
We expect general and administrative expensestease as we expand our staff, further developndemal information systems and incur
costs associated with being a publicly held company

UNEARNED COMPENSATION. We recorded unearned comp#as charges of $91,000 and $1.0 million for tixensonths ended March
31, 1998 and 1999, respectively. See Note 8 ofsrtoteur financial statements.

INTEREST INCOME (EXPENSE) NET. Interest income dstssof earnings on our cash and cash equivaldantes offset by interest
expense associated with debt obligations. Netdstezxpense was $19,000 for the six months endedhi\vgd,, 1998 compared to net interest
income of $89,000 for the six months ended Marchl®99. This increase was due primarily to incrdasterest earned on cash and cash
equivalents received from the sale of preferredksio August 1998.

INCOME TAXES. There was no provision for federalstaite income taxes for any period as we have iedwperating losses since
inception. As of September 30, 1998, we had appratély $4.6 million of net operating loss carryfands for federal income tax purposes.
Utilization of the net operating loss carryforwarday be subject to annual limitations due to tha@enship 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 stateésnen

YEARS ENDED SEPTEMBER 30, 1997 AND 1998

NET REVENUES. Net revenues increased by 2,034.@¥ $229,000 for the year ended September 30, 19$7.9 million for the yee
ended September 30, 1998. This increase in nehuegeresulted primarily from an increase in thentjtyaof our products shipped due to
increased market acceptance of our products, inttaxh of enhanced versions of BIG/ip, growth of oustomer base and repeat business
from our existing customer base.
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COST OF NET REVENUES. Cost of net revenues incrbagel ,878.9% from $71,000 in 1997 to $1.4 millinrl998. This increase was ¢
primarily to the increase in volume of shipment®of products sold. Cost of net revenues as a ptxge of net revenues decreased from
31.1% in 1997 to 28.7% in 1998 due to a decread@éat product cost. This decrease was partidfsed by a higher percentage of sales by
resellers and net revenues from services, whick l@aver gross profit margins than net revenuesvddrirom direct product sales.

SALES AND MARKETING. Our sales and marketing expesmsicreased by 586.9%, from $565,000 in 1997 18 B8llion 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 uing fees, travel expenses, and related
facility and equipment costs as well as increasatketing activities, including advertising, tradews and other promotional expenses. S
and marketing expenses decreased from 246.8% ofvetues in 1997 to 79.4% of net revenues in 18B8. percentage decrease was due
primarily to our net revenues growing faster than 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 in@eéa®ur software engineers and other technic#lfstan 9 to 27. Research and
development expenses decreased from 248.5% ofedbuevenues in 1997 to 37.0% of our net revenud998. This percentage decrease
due primarily to our net revenues growing fastantbur research and development expenses.

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

in 1998. This increase was due primarily to anéase in general and administrative personnel freen16. 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 quartezsults of operations for the seven quarterseiizrch 31, 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 recurriniatinents that we consider necessary for a fair
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presentation of our operating results for the qurarpresented. You should not draw any conclusbosit our future results from the results

of operations for any quarter.

Net revenues.........cccvevvrciieiiiienneen,
Cost of net revenues...........c.ceeveveene.

Gross Profit.......cccceveceerveiininnnns

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

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

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

NEet10SS....ccoiieiieiiieeieee e

NEt reVENUES. .......ooveeereeerienieiareeiens $
Cost of net revenues

Gross Profit.......cceeceeeiieenieeenns

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

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

Loss from operations
Interest income (expense), net

NEt 10SS.......ovoveiiiiiiieiiicie $

Net revenues.........cccvcevvceveiiieeineen.
Cost of net revenues...........c.cceeveveeene.

Gross Margin........ccceveeeereeereeennns

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

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

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

Net loss....

Net revenues......
Cost of net revenues

THREE MONTHS ENDED

SEPT.30, DEC.31, MARCH 31, JUNE 30,
1997 1997 1998 1998
(IN THOUSANDS)
(UNAUDITED)
$ 166 $842  $ 995 $1,144
55 210 249 406
111 632 746 738
203 555 787 1,007
210 194 340 525
110 202 236 252
69 31 60 114
592 982 1,423 1,988
(481) (350) (677)  (1,250)
(26) (23) 4 2
$(507) $(373)  $(673) $(1,252)
RCH 31,
1999
3,762
1,209
2,553
2,887
1,324
666
670
5,547
2,994)
31
(2,963)
THREE MONTHS ENDED
SEPT.30, DEC.31, MARCH 31, JUNE 30,
1997 1997 1998 1998
(IN THOUSANDS)
(UNAUDITED)
100.0% 100.0%  100.0%  100.0%
33.1 24.9 250 355
66.9 75.1 750 645
1223 65.9 791 959
126.5 23.0 342 459
66.3 24.0 237 220
415 3.7 6.0  10.0
356.6 116.6 1430 1738
(289.7) (415)  (68.0) (109.3)
(15.7) (2.8) 04  (0.1)

100.0%
32.1

SEPT. 30, DEC. 31,
1998 1998

751 1,020
351 525
215 368

1998 1998

28.3 30.4
71.7 69.6
75.5 82.2
39.4 37.8
18.4 19.5
11.3 13.7
144.6 153.2



Gross Margin.......cccooeeevereeneninenns

Operating expenses:

Sales and marketing...........c.cccceveenne 76.7
Research and development.. 35.2
General and administrative................... 17.8
Amortization of unearned compensation........ 17.8
Total operating expenses................... 147.5
Loss from operations............ccccccoeveneen (79.6)
Interest income (expense), Net................. 0.8
NEet10SS.....coiieiieiieieieee e (78.8)%

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

future operating results remain uncertain."
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LIQUIDITY AND CAPITAL RESOURCES

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

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

We have a $2.0 million working capital revolvingéi of credit with a lender that is collateralizgddur accounts receivable and bears interest
at the lender's prime rate plus one-half percelis facility allows us to borrow up to the less€76% of our eligible accounts receivable or
$2.0 million. The agreement under which the linemfdit was established contains certain covenardsiding a provision requiring us to
maintain specific financial ratios. As of March 3B99, there were no outstanding borrowings urtderine of credit. We also had a capital
equipment line with a lender for $100,000. Thi®lexpired in August 1998 and was never utilized.

Cash used in our operating activities was $1.4ionilin 1997, $3.4 million in 1998 and $3.5 millior the six months ended March 31, 1999.
These net cash outflows resulted from operatinggl®osis well as increases in accounts receivablethedcurrent assets and were partially
offset by increases in accounts payable, accraddities and deferred revenues.

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

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

We intend to substantially increase our operatipgeases in 1999 and beyond as we:

- enter new markets for our products and services;

- introduce new products and product enhancements;

- increase our sales and marketing activities apared our direct sales force and indirect salesméla both domestically and internationally;
- hire additional product development personnel;

- implement new and upgraded information and fifersystems; and

- broaden our customer support professional sepapabilities.

These operating expenses will consume a materialiatrof our cash resources, including a portiothefnet proceeds of this offering. We
believe that the net proceeds from this offeriraghcfrom operations and borrowings under our cfadility will be sufficient to meet our
working capital and capital expenditures needsfdeast the next twelve months. After that we magd to raise additional funds, and
additional financing may not be available on fatdeaerms, if at all. Further, if we issue
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additional equity securities, shareholders may ggpee dilution, and the new equity securities rhaye rights, preferences or privileges
senior to those of existing holders of our commimels If we cannot raise funds, if needed, on ataddp terms, we may not be able to
develop new products or enhance our existing prsdteke advantage of future opportunities or redpfo competitive pressures or
unanticipated requirements. This may seriously haumbusiness and results of operations.

RECENT ACCOUNTING PRONOUNCEMENTS

As of October 1, 1998 we adopted Financial AccownBtandards Board Statement No. 130, "Reportinggehensive Income," which
establishes standards for reporting and displagamprehensive income and its components in adtilbsgeneral-purpose financial
statements. We had no material components of cdrapsive income. The adoption of this statemenhladsho impact on our financial
position, shareholders' equity (deficit), result@perations or cash flows. Accordingly, our coniesive loss for the three months ended
December 31, 1998 is equal to our reported loss.

Additionally, the Financial Accounting StandardsaB issued Statement No. 131, "Disclosures abagmn8ets of an Enterprise and Related
Information," which establishes standards for ttag Wusiness enterprises report information in ahstaéements 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, 199% adoption of this statement did not have a rizdtienpact on the way we report
information in our financial statements.

In March 1998, the American Institute of Certifiedblic Accountants issued Statement of Positiod $&80P 98-1"), "Accounting for the
Costs of Computer Software Developed or Obtainedinternal Use," which establishes guidelines Far &iccounting for the costs of all
computer software developed or obtained for intiewsa. We are required to adopt SOP 98-1 for #wafiyear beginning in October 1999.
Our adoption of SOP 98-1 is not expected to havaierial impact on our financial statements.

In June 1998, the Financial Accounting Standardsr@@ssued 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 fair value of derivasiage recorded each period in current earningsher comprehensive income, depending on
whether a derivative is designated as a part @dgé transaction and, if it is, the type of hedgadaction. This statement is effective for all
fiscal quarters of all fiscal years beginning aftene 15, 1999. We do not use derivative instrusaénérefore the adoption of this statement
will not have any effect on our results of openmasi@r financial position.

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)tugndates. This situation could result in systaitufes or miscalculations causing business
disruptions. As a result, many companies' softvaae computer and communications systems may ndwsel 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 ojregagnvironments 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 thei®e we believe our products to be Year 2000ptiamt with respect to date
calculations and internal storage of date infororati
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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. In certain caseslitiaimay result to the extent our products are alole to store, display, calculate, compute and
otherwise process date-related data. We couldasubject to claims based on the failure of oadpcts to work with software or hardware
from other vendors.

INTERACTION OF OUR PRODUCTS WITH THIRD-PARTY SOFTWRE. Our products contain, operate with and depentthiod-party
software. We have contacted the companies we kceoftware from and each has made representalianthe licensed software is Year
2000 compliant. However, we may not be able tofyehis by independent testing. Our products afgeract with external sources such as
other software programs and operating systemsriagtnot be Year 2000 compliant. Any interactionhvtiird-party software that is not Ye
2000 compliant could cause our products to fadperate or to process date information properly.

OUR INTERNAL SYSTEMS. We are also in the processaiducting an inventory and evaluation of thefinfation systems used to run
business. These systems include those relatedtin@rdevelopment, product delivery, customer sepinternal and external
communications, accounting and payroll, which wesider critical areas of our business. We are sgekéndor certification for all third-
party systems and plan to develop a detailed sskssment and action plan that will include testingoth critical systems and systems for
which no certification has been obtained.

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, sfigaint uncertainty exists concerning
the potential costs and effects associated withr 2880 compliance. Any Year 2000 compliance probéxperienced by us or our customers
could decrease demand for our products which ceeflidusly harm our business and results of operstio

CONTINGENCY PLANNING. We are in the process of cdatjmg our contingency planning for all risk are@ke contingency plans
include, among other things, manual "work-arourfds’potential software and hardware failures, améharease in year-end inventory to
allow for production disruptions that could occardianuary 2000.
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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. @oprietary software-based solutions monitor arahage local and geographically
dispersed servers and intelligently direct trafficthe server best able to handle a user's reqDasiproducts are designed to ensure fault-
tolerance and provide timely responses to userestgland data flow. Our BIG/ip-Registered Trademankli 3DNS-TM- Controllers, when
combined with our see/IT-TM- Network Management §ala, help organizations optimize their networkvseavailability and performance
and cost-effectively manage their Internet infracture. Our solutions are used by organizations rghoon the Internet as a fundamental
component of their business. Our customers inclogignet service providers, such as Exodus Comnatinits, PSINet, MCI WorldCom, e-
commerce companies and many other organizatiohethmaloy high-traffic Internet sites. Since shigpiur first product in July 1997, we
have sold our products to over 300 end-customers.

INDUSTRY BACKGROUND

The Internet has emerged as a critical commerceamanunications platform for businesses and conssimerldwide. International Data
Corporation estimates that there were 97 millicermet users at the end of 1998 and anticipatesitimber will grow to approximately 320
million by 2002. This dramatic growth in the numioéinternet users coupled with the increased aldity of powerful new tools and
equipment that enable the development, processidglistribution of data across the Internet hadedea proliferation of Internet-based
applications and services, such as e-commercejleategtronic file transfers and online interaetiapplications. At the same time that the
number of users of, and uses for, the Internetri@eased significantly, the complexity and voluafénternet traffic has increased
dramatically. According to UUNet, Internet traffloubles every 100 days.

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

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

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

F5 SOLUTION

We develop, market and support cost-effective giraeed Internet traffic management solutions desdigie ensure that mission-critical
Internet-based servers and applications are canisiy available and perform reliably. Our proprigtaoftware-based solutions monitor and
manage locally and geographically dispersed seasmatdntelligently direct traffic to the server bable to handle the user request. We be
that our products deliver Internet quality contiglproviding the following 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@thuce single points of failure. Our solutionstamiously monitor network
performance to enable real-time detection of selygplication and content degradation or failuras&l on this information, our solutions
automatically direct user requests to functioniaegyers and applications. Our products also enadtleark administrators to deploy new
servers and take individual servers offline forthoel maintenance without disrupting service to esers.

INCREASED PERFORMANCE. Our proprietary software4dxdsolutions provide a significant performance iovement over other current
approaches. Our solutions monitor server and agpdic response time and verify content. This infation is used to intelligently direct user
requests to the server with the fastest respomse 8y intelligently allocating traffic throughotite network, our solutions reduce server
overload conditions that may cause performanceadizgion.

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 integoéfature hardware investments.

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

33



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 configured to utilize the nuast-efficient communication links or,
alternatively, to achieve the most rapid respomse.t

STRATEGY

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

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

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 Network Managementgdtathat communicates with our
BIG/ip and 3DNS Controllers to enable real-timewmk monitoring and pro-active network managemEgantthermore, we are currently
developing our global/SITE-TM- Controller that issigned to ensure data integrity by automaticathchronizing content across local and
geographically dispersed network servers. To fursi@port our suite of products, we intend to gargito invest in our professional services
group to provide the installation, training and [goip services required to help our customers opgrtheir use of our Internet traffic
management solutions.

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

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

EXPAND SALES CHANNELS AND GEOGRAPHIC SCOPE OF SALBSe plan to invest significant resources to expaumddirect sales
force and further develop our indirect sales chimrie addition to maintaining a strong direct sdierce, we plan to expand our indirect sales
channels through leading industry resellers, oalygguipment manufacturers, systems integratorsiriat service providers and other chal
partners. Furthermore, we plan to pursue salesiofnternet traffic management solutions to govezntal entities. We also plan to
aggressively develop our direct and indirect iri¢ional sales capabilities, particularly in seldateuntries in the European and Asia Pacific
markets.

LEVERAGE OUR MARKET LEADERSHIP TO CONTINUE TO BUILOTHE F5 BRAND. We plan to continue building brantaaeness
that positions us as one of the leading providétaternet traffic management solutions. Our ggébir 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, includiciiva tradeshow participation, advertising in ppablications, direct marketing, high-
profile Web events and our Internet site.

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

PRODUCTS AND TECHNOLOGY

We have developed BIG/ip, 3DNS and see/IT as @& sdiilnternet traffic management products thatlitaté high performance, high
availability and scalable access to network seaverys located at a single site or across multg@egraphically dispersed sites. Our suite of
products helps to ensure that Web
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servers can respond to ever-increasing Interniéictr@he following is a summary of our productsi@ntly available and under development:

PRODUCT NAME DE SCRIPTION INTRODUCTION DATE
BIG/ip-Registered Trademark- Intelligent lo ad balancer for local July 1997
Controller area networks
3DNS-TM- Controller Intelligent lo ad balancer for wide September 1998

area networks
see/lIT-TM- Network Management Traffic analys is and network April 1999
Console management sof tware application for
BIG/ip and 3DN
global/SITE-TM- Controller File replicati on and Under development
synchronizatio n controller for
managing conte nt across
geographically dispersed Internet
sites

BIG/IP CONTROLLER. BIG/ip is an intelligent load bacer consisting of proprietary software installeda pre-configured, industry-
standard hardware platform. Situated between aarksvrouters and server array, BIG/ip continuousbnitors the array of local servers to
ensure application availability and performance antmatically directs user requests to the sdrgst able to handle such requests. By
quickly detecting application, server and netwaikures and directing service toward those serardsapplications that are functioning
properly, BIG/ip is designed to ensure fault-toler@ and provide timely responses to user requaesdtdata flow. BIG/ip offers a
comprehensive choice of load-balancing algorithimag €nables an organization to choose a load-ha@oonfiguration that best suits its
particular needs. Additionally, BIG/ip actively qies and checks content received from applicatitheseby helping to ensure the quality of
static and dynamic Web content. Thus, if a sermdrapplication are responding to users' requestsimgorrect content, BIG/ip redirects
requests to those servers and applications thaeapending properly.

BIG/ip can be used in any Internet protocol, ordRvironment and can operate with multiple, hetenegpus hardware platforms. This enal
organizations to leverage their existing infrastmoe without limiting their options to meet futunetwork needs. BIG/ip supports a wide
variety of network protocols, including Web, e-maildio, video, database and file transfer protcad manages traffic for network devices
such as firewalls, cache servers, proxy serversyariimedia servers, to help provide reliable cahtevailability for end users. BIG/ip's
ability to intelligently distribute traffic acrosgerver arrays reduces the need for increasinghgtand more expensive servers to
accommodate increases in network traffic. This igumétion also reduces the single point of failunigerent with a single large server and
allows for the orderly addition of new serverstog toutine maintenance or upgrades of servers utittigrupting service to the end user. A
typical configuration of redundant BIG/ip Contraldocated between the server array and netwakas/n below.
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[ILLUSTRATION]
Additional BIG/ip features include:

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

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

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

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

3DNS CONTROLLER. 3DNS is an intelligent load balanthat manages and distributes user requestssagids area networks. 3DNS
consists of proprietary software installed on agoefigured, industrystandard hardware platform. Like BIG/ip, 3DNS fuans with multiple
heterogeneous hardware platforms and supportseawsidety of network protocols, including Web, eilmaudio, video, database and file
transfer protocol, and manages traffic for netwabekices such as firewalls, cache servers, proxeseand multimedia servers.

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

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

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

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

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

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

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

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

GLOBAL/SITE CONTROLLER. global/SITE is a global damanagement solution currently under developnieithtas been designed to
help organizations automate publishing, distributmd synchronization of file-based content andiegioons to local and geographically
dispersed Internet sites. global/SITE is being thpeax to work with our other products to provideimtegrated Internet traffic management
solution. global/SITE will consist of proprietargfewvare installed on a pre-configured, industryrsi@rd hardware platform and is being
developed to intelligently deploy both program aladia files to arrays of heterogeneous Web sergkasal/SITE's configuration database
allow administrators to define standard rules fumtent deployment as well as accommodate uniquesisbdistribution events as needed.

PRODUCT DEVELOPMENT

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

of our suite of Internet traffic management produartd develop additional products that maintaintecinological competitiveness. Our
product development group, which is divided alongdpict lines, employs a standard process for tseydedevelopment, documentation and
quality control of our Internet traffic managemsntutions. As of March 31, 1999, we employed 46pten this group. Each product line is
headed by a lead architect, who is responsiblddgeloping the technology behind the product. Tlp Hevelop the technology, the lead
architects work closely with our customers to brattederstand their requirements. Each line alsah@®duct manager, who ensures that the
team develops and delivers a product that satisfiesustomers' needs. Software engineers, whodasiign and build the products, and
technicians, who perform test engineering, confijon management, quality assurance and documemfatictions, complete our product
development teams. The test engineering team dealtize overall quality of our products and detessiwhether they are ready for release.

Our product development expenses for fiscal 1998711998 and the six months ended March 31, 1398 $103,000, $569,000, $1.8
million and $2.3 million, respectively. We expecir@roduct development expenses to increase asrevadditional research and
development personnel to develop new products pgdade our existing ones.

CUSTOMERS

Our target customers include Internet service gieng and companies with e-commerce sites and hadfictinternet or intranet Web sites.
We have also participated in several high profileb/vents. For example, BIG/ip and 3DNS were usedanage traffic for the official
shuttle.nasa.gov Web site for the John Glenn sglagttle mission. This site featured a real-timei@aad video simulcast of the live NASA
broadcast of the shuttle liftoff. In addition, vaelips covering the remainder of the mission wergodically updated and made available
through the site. On its most active day, this teived over 7 million user requests. Since shippur first product in July 1997, we have
sold our products directly or through resellersjuding Exodus Communications and Frontier Globat€g to over 300 end-
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customers. The following is a list of customerg theve purchased at least $100,000 of our prodirte the end of March 1998:

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

- StarMedia Network, Inc.

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

SALES AND MARKETING

We market and sell our Internet traffic managensehitions through a direct sales force in the UhB¢ates, the United Kingdom and
Germany, as well as through domestic and internatichannel partners. We plan to invest significasburces to expand our direct sales
force and further develop our indirect sales chinbg developing relationships with leading indystsellers, original equipment
manufacturers, systems integrators, Internet sepioviders and other channel partners. We ateeiptocess of seeking international
channel partners for our products in selected cmmin the European and Asia Pacific markets. e iatend to increase the number of
individuals focused on sales to governmental estitand develop strategic relationships that weilp iacilitate these sales. As of March 31,
1999, we employed 40 people in sales and marketing.

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

We plan to continue to build strong brand awaretes$sverage the value of our Internet traffic mgaraent products and professional
services in the marketplace. We believe brand Wityilis a key factor in increasing customer awassy and our goal is for the F5 brand to be
synonymous with superior performance, high qualitstomer service and ease of use. We market odugi®and services through a broad
range of marketing programs, including active tedmbav participation, advertising in print publicatsy direct marketing, high-profile Web
events and our Internet site. Our marketing program focused on creating awareness of our Intgafét management solutions and
services and are targeted at information technofogfessionals such as chief information officers.

PROFESSIONAL SERVICES AND TECHNICAL SUPPORT

We believe that our ability to consistently providgh-quality customer service and support willsbleey factor in attracting and retaining
customers. Prior to the installation of our Intértnaffic management
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solutions, our professional services team workh witjanizations to analyze and understand thetgiapeetwork needs. They also make
recommendations on how to integrate our solutiorisest utilize our product features and functidgab support their unique network
environment. Once our customers purchase our ptedwe go on-site to help with installation andypde an initial training session to help
our customers make use of the functionality buatioiour products.

Our technical support team provides remote sughootigh a 24x7 help desk. Our technical supporhtalso assists our customers with
online updates and upgrades. We also offer semamatsraining sessions for our customers on thégumation and use of our products,
including local and wide area network system adstiation and management. In addition, we provifldlaange of consulting services to
our customers, including comprehensive network mament, documentation and performance analysisapakcity planning to assist in
predicting future network requirements. As of MaBd) 1999, our professional services and techsigaport team consisted of 14 employ

MANUFACTURING

We outsource the manufacturing of our pre-configunedustry-standard hardware platforms to prinyaxlo contract manufacturers who
assemble such hardware platforms to our specificatiThese platforms consist primarily of an Iftebed computing platform, rackeuntec
enclosure system and custom-designed front pareingfall our proprietary software onto the hardwglatforms and conduct functionality
testing, quality assurance and documentation cbpttiar to shipping our products.

We have experienced delays in shipments from tbestact manufacturers in the past and may expegidelays in the future or other
problems, such as inferior quality and insufficigoaintity of product, any of which may seriouslyrhaur business and results of operations.
There can be no assurance that we will effectinedyiage our contract manufacturers or that thesef@emrers will meet our future
requirements for the timely delivery of our hardevatatforms in sufficient quality and quantity. Rrdime to time, we intend to introduce

new products and product enhancements, which @gllire that we coordinate our efforts with thosewf contract manufacturers to ensure a
sufficient quantity of hardware components. In #ddi as our sales increase our contract manufastwyill need to achieve volume
production to meet our demand. The inability of contract manufacturers to provide us with adeqsiapplies of high-quality hardware
platforms or the loss of one or more of our contraanufacturers may cause a delay in our abilifylfdl orders while we obtain a
replacement manufacturer and may seriously harnbesiness and results of operations.

Subcontractors supply our contract manufacturetls thie standard parts and components for our ptedWe currently purchase several key
hardware components used in the manufacture gbrmatucts from limited sources. Generally, purchasemitments with our limited source
suppliers are on a purchase order basis. An iggBoruor delay in the supply of any of these hand@mponents, or the inability to procure
these components from alternate sources at acéegades and within a reasonable time, will seslgtharm our business and results of
operations. In addition, qualifying additional slipps can be time-consuming and expensive and magéase the likelihood of errors.

Lead times for purchasing materials and hardwangpoments vary significantly and depend on factachss the specific supplier, contract
terms and demand for a component at a given tihwedérs do not match forecasts, excess or inadegugplies of certain materials,
including components manufactured by our subcotdracmay seriously harm our business and restitip@rations.

COMPETITION

Our markets are new, rapidly evolving and highlynpetitive, and we expect such competition to peesid intensify in the future. Our
principal competitors in the Internet traffic maeragent market include Cisco Systems as well as dauof other public and private
companies that offer load balancing and other ndkwnagement products. We expect to continued® éaditional competition as new
participants enter the Internet traffic managemmeatket. We also compete with other providers of
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hardware and software who currently offer partidlisons to network infrastructure problems, inéhginetwork-caching companies,
clustering software providers, hardware server rfearturers and other networking companies. Altewadyi larger companies with significe
resources, brand recognition and sales channeldamayalliances with or acquire competing Intertmaffic management solutions and
emerge as significant competitors. In addition, petitors may bundle their products or incorporatérdernet traffic management compon
into existing products in a manner that discouragess from purchasing our products. Potentialornsets may also choose to purchase
additional servers instead of our products.

Many of our competitors have longer operating lisgand significantly greater financial, technjcabrketing and other resources than we
do. Many of these companies have more extensivernes bases and broader customer relationshipsaldd be leveraged, including
relationships with many of our current and potdrtisstomers. In addition, our competitors may ble & respond more quickly to new or
emerging technologies and changes in customerrggants than us. These companies also have satiffanore established customer
support and professional services organizationsaomg extensive direct sales force and direct adutéct sales channels than we do. In
addition, these companies may adopt aggressivgniolicies to gain market share. As a resultywmay not be able to maintain a competi
position against current or future competitors. @ilure to maintain and enhance our competitiveitian within the market may seriously
harm our business and results of operations.

INTELLECTUAL PROPERTY

We rely on a combination of copyright, trademarll &nade secret laws and restrictions on disclosupzotect our intellectual property righ
We currently do not have any issued patents ompagnt applications pending for any of our techgglo

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

From time to time, third parties may assert exeligatent, copyright, trademark and other inteliacproperty rights claims or initiate
litigation against us or our contract manufactursuppliers or customers with respect to existinfuture products. Although we have not
been a party to any claims alleging infringemenintéllectual property rights, we cannot assure i we will not be subject to such claims
in the future. We may in the future initiate claiorsitigation against third parties for infringenteof our proprietary rights to determine the
scope and validity of our proprietary rights orgbmf our competitors. Any such claims, with orhwiit merit, may be time-consuming, result
in costly litigation and diversion of technical amnagement personnel or require us to cease dimging technology develop non-
infringing technology or enter into royalty or liteing agreements. Such royalty or licensing agreésm# required, may not be available on
acceptable terms, if at all. In the event of a eastul claim of infringement and our failure orhiidy to develop norinfringing technology o
license the infringed or similar technology onradly basis, our business and results of operatitmsbe seriously harmed.

EMPLOYEES

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

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

LEGAL PROCEEDINGS

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

EXECUTIVE OFFICERS AND DIRECTORS

NAME AGE POSITION

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

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

and Treasurer

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

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

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

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

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

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

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

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

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

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

ROBERT J. CHAMBERLAIN has served as our Vice Prestdf Finance, Chief Financial Officer and Treaswwince March 1999. From
September 1998 to February 1999, Mr. Chamberlaieseas Senior Vice President and Chief Financiit€ of Yesler Software, an early
stage company developing a personal multimediac@ebmunication product. From February 1998 to J998L Mr. Chamberlain served as
Co-President of Photodisc, a provider of digitahgary, which merged with Getty Images Inc. in Fabyul998. From May 1997 to February
1998, Mr. Chamberlain served as Senior Vice Presided Chief Financial Officer of Photodisc. FromriA1996 to May 1997, Mr.
Chamberlain served as Executive Vice PresidenCinef Financial Officer of Midcom Communicationscina telecommunications service
provider. From January 1992 to December 1995, Marfiberlain served as Vice President Finance andafiges of ElseWare Corporation,
a font technology company. From July 1989 to Ap8i81, Mr. Chamberlain was an audit partner in tlgh kechnology practice of KPMG
Peat Marwick, and was employed by KPMG Peat Margioke January 1980. Mr. Chamberlain holds a BL.8usiness Administration and
Accounting from California State University, Noridige.

STEVEN GOLDMAN has served as our Vice Presidersales and Marketing since July 1997. From Decerh®@6 to February 1997, Mr.
Goldman served as Vice President, Enterprise $alésServices, for Microtest, Inc., a network tegtipment and CD ROM server company,
after its acquisition of Logicraft. From March 19&@bDecember 1996, Mr. Goldman served as ExecMive President, North American
Operations, for Logicraft, a CD ROM server compaafier its merger with Virtual Microsytems,

43



a CD ROM server company. From 1990 to March 1995,@bldman served as Vice President of Sales fau®l Microsystems. Mr.
Goldman holds a B.A. in Economics from the Univigrsif California at Berkeley.

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

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

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

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

ALAN J. HIGGINSON has served as one of our direztince May 1996. From November 1995 to Novemb®881®ir. Higginson served as
President of Atrieva Corporation, a provider of adeed data backup and retrieval technology. From M&0 to November 1995, Mr.
Higginson served as Executive Vice President ofldWade Sales and Marketing for Sierra On-line, sedeper of multimedia software for
the home personal computer market. From May 199%bteember 1995, Mr. Higginson served as PresideSteyra On-line's Bright Star
division, a developer of educational software. Migginson holds a B.S. in Commerce and an M.B.8mifithe University of Santa Clara.

SONJA L. HOEL has served as one of our directarsesAugust 1998. Ms. Hoel has been a managingtdirand general partner of Menlo
Ventures, a venture capital firm, since July 1986 has been employed by Menlo Ventures since Afi¢.1From August 1993 to April 19¢
Ms. Hoel was an associate at the Edison Venturd Faimenture capital firm. From December 1991 tweJi993, Ms. Hoel served as a
business development consultant at Symantec Cdipora consumer software applications company,feord January 1989 to June 1991,
served as an investment analyst at TA Associatesntre capital firm. Ms. Hoel holds a B.S. in Goerce from the University of Virginia
and an M.B.A from the Harvard Business School.
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KENT L. JOHNSON has served as one of our direcdorse May 1996. Mr. Johnson is President of Alexardutton Capital, L.L.C., which
he co-founded in August 1994. From April 1989 toyM&94, Mr. Johnson served as Senior Vice Presa@hiChief Operating Officer of
Brazier Forest Industries, a forest products complatn. Johnson is also a director of Timeline, |recsoftware company. Mr. Johnson hole
B.A. in Business Administration from the UniversalWashington and an M.B.A. from Seattle Universit

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

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

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

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

BOARD COMMITTEES

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

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

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

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

Directors currently receive no cash compensatiomfF5 for their services as members of the boadirettors. They are reimbursed for
certain expenses in connection with attendanceaiband committee meetings. From time to timegagenon-employee directors have
received grants of options to purchase sharesroé@uamon stock. In May 1996, Messrs. Higginson dotthson each were granted an option
to purchase 84,000 shares of our common stock exentise price of $0.50 per share. In May 1998,AMMndahl was granted an option to
purchase 84,000 shares of our common stock atemsisg price of $0.50 per share. Upon the consuinmat this offering, eligible non-
employee directors will receive automatic optioargs under our 1999 Non-Employee Directors' Opfitam. See "--Equity Incentive Plans--
Amended and Restated Directors' Nonqualified S@pkion Plan" and "--1999 Non-Employee Directorsti@pPlan."

EXECUTIVE COMPENSATION

The table below sets forth the compensation paidsbguring the fiscal year ended September 30, 1®%8) our President and Chief
Executive Officer and (b) our only other executbfécer other than the Chief Executive Officer whasalary and bonus for fiscal 1998
exceeded $100,000 and who served as an executiveraff F5 during such fiscal year.

SUMMARY COMPENSATION TABLE

ANNUAL COMPENSATION

NAME AND PRINCIPAL POSITION SALARY BONUS ALL OTHER COMPENSATION

Jeffrey S. HUSSEY......cceeocvveeeiieeiieen, $128,749 $ 3,196
President and Chief Executive Officer

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

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

OPTION GRANTS IN LAST FISCAL YEAR

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

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

NUMBER OF SECURITIES VALUE OF UNEXERCISED
UNDERLYING UNEXERCISED OPTIONS IN -THE-MONEY OPTIONS AT
VALUE AT SEPTEMBER 30, 1998 SEP TEMBER 30, 1998 ($) (1)
SHARES ACQUIRED REALIZED = = = e s e
NAME ON EXERCISE (#)  ($) (1) EXERCISABLE (#) UNEXERCISABLE (#) EXERCISAB LE (3) UNEXERCISABLE ($)
Jeffrey S.
Hussey.......... -- -- -- - --
Steven Goldman.... 59,250 $ -- 177,750(2) $ $

(1) Based on the assumed initial public offerinigg@iof $ per share less the exercise price, midtifhy the number of shares underlying the
option.

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

1998 EQUITY INCENTIVE PLAN. Our board of directoaslopted our 1998 Equity Incentive Plan on Octol2er1®98, and our shareholders
approved it on November 12, 1998. We have resemvethl of 800,000 shares for issuance under e jrh addition, in April 1999 we
reserved, subject to shareholder approval, aniaddit1,500,000 shares for issuance under the plaaplan provides for grants of incentive
stock options that qualify under Section 422 ofltiternal Revenue Code of 1986, as amended, toogms, including officers, of F5 or any
affiliate of F5, and nonstatutory stock optionstrieted stock purchase awards, and stock bonasasployees, including officers, or
directors of and consultants to F5 or any affilieté5. The board or a committee appointed by therdb administers the plan. References in
this description of the plan to the board includg auch committee. Our board has the authorityeterthine which recipients and what types
of awards are to be granted, including the exeqmige, number of shares subject to the award laa@xercisability of the awards.

The term of a stock option granted under the plmegally may not exceed 10 years. The board ofidire determines the exercise price of
options granted under the plan. However, in the cdsn incentive stock option, the exercise pcaenot be less than 100% of the fair me
value of our common stock on the date of grant anthe case of a nonstatutory stock option, trer@sge price cannot be less than 50% o
fair market value of our common stock on the détgrant. Options granted under the plan vest atdbespecified in the option agreement.
Except as expressly provided by the terms of atatutery stock option agreement, an optionee mayransfer options other than by will or
the laws of descent or distribution, provided tabptionee may designate a beneficiary who masceseethe option following the optionee's
death. An optionee whose relationship with us grratated corporation ceases for any reason, exnegéath or permanent and total
disability, generally may exercise vested optiopsaithree months following such cessation. Vesiaibns may generally be exercised for
up to 12 months after an optionee's relationshth Wb or any affiliate of F5 ceases due to disgbidhd for generally up to 18 months after
such relationship with F5 or any affiliate of Ffases due to death. However, options may termirmaggpre sooner or later as may be
determined by the board and set forth in the opigreement.

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

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

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

Restricted stock purchase awards granted undgrdinemay be granted pursuant to a repurchase oiptionr favor in accordance with a
vesting schedule determined by the board. The pechrice of such awards will be at least 50% efféir market value of our common st
on the date of grant. Stock bonuses may be awandazhsideration for past services. Rights undgtoak bonus or restricted stock purchase
agreement may not be transferred other than byowlly the laws of descent and distribution unkssh stock bonus or restricted stock
purchase agreement specifically provides for tienadfility.
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Upon certain changes in control of F5, the sungwemtity will either assume or substitute all catgting stock awards under the plan. If the
surviving entity determines not to assume or stiistisuch awards, then with respect to persons evb@wice with F5 or an affiliate of F5 |
not terminated before such change in control, tsting of 50% of such stock awards (and the timendwhich such awards may be
exercised) will accelerate and the awards terméhiiteot exercised before such change in control.

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

AMENDED AND RESTATED 1996 STOCK OPTION PLAN. Our dal of directors adopted the Amended and Rest&86 $tock Option
Plan on December 2, 1996, and our shareholderswaggbit on January 28, 1997. We have reservedahdd®,600,000 shares for issuance
under the plan, less any shares issuable uporxéneige of options granted under the Amended arstiafeel Directors' Nonqualified Stock
Option Plan. The plan provides for grants of inoenstock options that qualify under Section 422haf Internal Revenue Code to employ:
including officers and employee directors, of Fany affiliate of F5 and nonstatutory stock optitm&mployees, consultants and other
persons selected by the board. The board or a cideenaippointed by the board administers the plaferf@nces in this description of the plan
to the board include any such committee. The bbasdthe authority to determine which recipientsahdt types of options are to be gran
including the exercise price, number of shareseslip the option and the exercisability of theiam.

The term of a stock option granted under the plmegally may not exceed 10 years. The exercise pfilmmcentive stock options and non-
statutory stock options granted under the 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 such optionee who F5 or an affiliat&5 has continuously employed for two years atltomatically 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 followindhstessation or such longer period as may be extidoygléhe board in the case of a
nonstatutory stock option. Options may be exercisedp to 12 months after an optionee's relatignslith F5 or its affiliate ceases due to
death or disability or such longer period as thardf directors may extend in the case of a ntunstisy stock option.

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 Gfirgrant, of the shares of our common stock wapect to which incentive stock options
are exercisable for the first time by an optionesrd) any calendar year under the plan and allrattuek plans of F5 and its affiliates may
exceed $100,000. The options, or portions of th®np, which exceed this limit are treated as 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.
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Upon certain changes of control of F5, or in theecaf a dividend in excess of 10% of the thenrfarket value of our stock, all outstanding
options will automatically become fully vested anarcisable for the duration of the option term.

As of March 31, 1999, we had issued 438,843 shgren the exercise of options granted under the qut@hoptions to purchase 1,768,547
shares were outstanding with 98,610 shares resévéature grants or purchases under either tleia pr our Amended and Restated
Directors' Nonqualified Stock Option Plan. We dad plan to grant any additional options under th@&p

AMENDED AND RESTATED DIRECTORS' NONQUALIFIED STOCKPTION PLAN. Our board of directors adopted the Anhed and
Restated Directors' Nonqualified Stock Option RlarDecember 2, 1996, and our shareholders appibweadlanuary 28, 1997. The plan
provides for the issuance of up to 2,600,000 shafresir common stock, less the number of any shiasesble upon exercise under the
Amended and Restated 1996 Stock Option Plan. Aduofnon-employee directors who joined our boardidctors before August 21, 1998
were entitled to receive non-discretionary stockampgrants under the plan. Options granted urtteptan do not qualify as incentive stock
options under the Internal Revenue Code. Each mgtianted pursuant to the plan has an exercise pgual to $0.50. Under the plan, each
non-employee director who joined the board follogvihe closing of the offering of our Series A Predd Stock and before May 1, 1998 and
who was not elected in direct connection with hier investment in such stock (or with the investitrin such stock by an affiliated or
representative entity of such person) was automitigranted an option to purchase that numbehafes of our common stock equal to one
percent of the then-current fully-diluted numbesbéres of our common stock. After May 1, 1998heach non-employee director was
automatically granted an option to purchase 84db@0es of our common stock. Options granted ureplian 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 followindhstessation, unless such options terminate or @spioner by 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, the plan's
options will automatically become fully vested arelexercisable for the duration of the option term.

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

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

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.
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The optionholder may not transfer the option extpuvill or by the laws of descent and distributiédthough only the optionholder may
exercise the option during his or her lifetime, dpdionholder may designate a third party who masrese the option in the event of the
optionee's death. Options granted under the 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 &ff# terminates, the optionholder may
exercise the option for 12 months if terminatiodi 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 reemy consolidation in which F5 is not the
surviving corporation or a reverse merger in whiéhis the surviving corporation but the sharesashimon stock outstanding immediately
preceding the merger are converted by virtue oftibeger into other property.

1999 EMPLOYEE STOCK PURCHASE PLAN. In April 1999ewadopted, subject to shareholder approval, th® E@8ployee Stock
Purchase Plan, authorizing the issuance of 1,00GB8res of common stock pursuant to purchasesrgganted to employees of F5 or to
employees of any designated affiliate of F5. Theclpase plan is intended to qualify as an employaekgpurchase plan within the meaning
Section 423 of the Internal Revenue Code.

The purchase plan provides a means by which emgsoymy purchase our common stock through payrdliici®ns. We implement this
purchase plan by offerings of purchase rightsigl#é employees. Under the purchase plan, we maegify offerings with a duration of not
more than 27 months, and may specify shorter psechariods within each offering. The first offeriwdl begin on the effective date of this
offering. Unless otherwise determined by the badrdirectors, common stock is purchased for acaahemployees participating in the
purchase plan at a price per share equal to therlofv

(1) 85% of the fair market value of a share of camnratock on the first day of the offering or (228%f the fair market value of a share of
common stock on the date of purchase.

Generally, full-time employees may participatehie purchase plan and may authorize payroll dechetd up to 15% of their base
compensation for the purchase of stock under thehpise plan. Employees may end their participatidhe offering at any time up to one
day before the offering ends. Participation endsraatically on termination of employment with F5aor affiliate.

We may grant eligible employees purchase righteutids plan only if the rights together with arther rights granted under other employee
stock purchase plans established by F5 or anaéfibf F5, if any, do not permit such employegjhts to purchase our stock to accrue at a
rate which exceeds $25,000 of fair market valusuah stock for each calendar year in which sudttsigre outstanding. No employee is
eligible for the grant of any rights under the ghase plan if immediately after we grant such righteh employee has voting power over 5%
or more of our outstanding capital stock. As of dlage hereof, no shares of common stock had beehgsed under 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 percentddpeir eligible compensation in the

401(k) Plan, subject to the statutorily prescrinedual limit. We may make matching contributionsbehalf of all participants in the 401(k)
Plan in an amount determined by our board of dirscWWe may also make additional discretionaryipsbfaring contributions in such
amounts as determined by the board of directolgestto statutory limitations. Matching and preshiaring contributions, if any, are subject
to a vesting schedule; all other contributionsadrall times fully vested. We intend the 401(k)rRland the accompanying trust, to qualify
under Sections 401(k) and 501 of the Internal Regefode so that contributions by employees or bioRbe 401(k) Plan, and income
earned (if any) on plan contributions, are not bdedo employees until withdrawn from the 401 (kafPland so that we will be able to deduct
our contributions, if any, when made. The trusteden the 401(k) Plan, at
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the direction of each participant, invests the sskthe 401(k) Plan in any of a number of investiroptions.
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 Whigbn Business Corporation Act, no director wil jpersonally liable to us or our
shareholders for monetary damages resulting franohher conduct as a director of F5, except lighfibr:

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

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

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

Upon the closing of this offering, we will entetagragreements to indemnify our directors and ceéficers, in addition to indemnification
provided for in our articles of incorporation orlémys. These agreements, among other things, indgmmi directors and certain officers for
certain expenses, including attorneys' fees, judgsnéines and settlement amounts incurred by ank person in any action or proceeding,
including any action by us arising out of such pats services as our director or officer or anyeottompany or enterprise to which the pe
provides services at our request. We believe tieste provisions and agreements are necessarydot ahd retain qualified persons as
directors and officers. We also currently maintébility insurance for our officers and directors.

CHANGE OF CONTROL ARRANGEMENTS

Upon certain changes in control of F5, all outstagdtock awards under the 1998 Equity Incentivan®ill either be assumed or substituted
by the surviving entity. If the surviving entity tdemines not to assume or substitute such awdrels,with respect to persons whose service
with F5 or an affiliate of F5 has not terminateddoe such change in control, the vesting of 50%uafh stock awards and the time during
which such awards may be exercised will be acceldrand the awards terminated if not exercisedrbefoch change in control.

Upon certain changes of control of F5, or in theecaf a dividend in excess of 10% of the thenrfarket value of our stock, then all
outstanding options under the Amended and Resi®@6 Stock Option Plan will automatically becombyfuested and exercisable for the
duration of the option term.

Upon certain changes of control of F5, the Amenaledl Restated Directors' Nonqualified Stock OptitanPptions will automatically
become fully vested and be exercisable for thetauraf the option term.
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Pursuant to the terms of an agreement betweend®anGoldman, in the event of a business combamaith which F5 is not the surviving
entity, if the surviving entity terminates Mr. Gahén as Vice President of Sales and Marketing ongbs his position to one that is not equal
or greater in scope, responsibility, compensatiostature, then Mr. Goldman may be entitled tovesmnce payment equal to his 1998
compensation.
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CERTAIN TRANSACTIONS

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

executive officers, directors or principal shareleos.

SERIESA SERIES B
PREFERRED PREFERRED

SERIESC SERIES D
PREFERRED PREFERRED

WARRANTS COMMON

INVESTOR (1) STOCK (2) STOCK (3) STOCK (4) STOCK (5) (6) STOCK
Brian R. Dixon........... - - - - -- 106,813
Robert J. Chamberlain.... - - - - -- 150,000
Steven Goldman........... -- - -- - - 92,250
Alan J. Higginson........ 10,000 -- -- -- -- --
Jeffrey S. Hussey........ - - - - -- 3,448,000
Kent L. Johnson.......... 10,000(7) - - - -- 56,000
Michael D. Almquist...... -- -- -- -- -- 1,480,000
Britannia Holdings

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

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

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

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

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

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

(1) See "Principal and Selling Shareholder” for endetail on shares held by these purchasers.

(2) The per share purchase price for our Seriesefepred stock was $3.00. Upon the closing of tifierimg, each outstanding share of Series

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

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

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

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

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

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

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

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

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

(7) Consists of 10,000 shares held by KLJ Ventwésshich Mr. Johnson is President.
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(8) The shares listed represent 809,910 sharedlgditenlo Ventures VII, L.P. and 34,016 shares hwidMenlo Entrepreneurs Fund VII, L
Ms. Hoel, one of our directors, is a managing doeand general partner of Menlo Ventures.

(9) Mr. Johnson, one of our directors, is Presidémtlexander Hutton Capital, L.L.C.

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

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

In May, August and December 1996, we sold an aggeegf 400,000 shares of Series A Preferred stockittain investors, including Mess
Higginson and Johnson, two of our directors, membéthe Hussey family, and Encompass Group Limibee of our principal shareholde
at an aggregate purchase price of $1.2 million300@& per share. We paid Alexander Hutton Capitdl,@. a placement agent fee of $70,000
in connection with the sale of our Series A prefdrstock. Mr. Johnson, one of our directors, isident of Alexander Hutton Capital, L.L.C.

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

including Brittania Holdings and Encompass Groumitéd, two of our principal shareholders, at anraggte purchase price of $2.0 million
or $1.60 per share. We also issued Brittania Hgkle warrants exercisable for 1,825,000 sharesrofrion stock at per share exercise prices
ranging from $0.50 to $0.80 and Encompass Grouptkédra warrant exercisable for 187,500 shares winzon stock at a per share exercise
price of $0.80.

On April 15, 1998, we sold an aggregate of 156 2ires of Series C Preferred Stock to Cypressd?artimited Partnership at an aggregate
purchase price of $1.5 million or $9.60 per sharel issued Cypress Partners Limited Partnershigreant exercisable for 93,750 shares of
common stock at a per share exercise price of $wbieh was exercised for 187,500 shares at ahmesxercise price of $0.80 on February
1, 1999.

On August 21, 1998, we sold an aggregate of 1, BBSsthares of Series D Preferred Stock to certaesiors, including affiliates of Menlo
Ventures and IDG Ventures, two of our principalrehalders, at an aggregate purchase price of $iflidmor $6.79 per share. Ms. Hoel, ¢
of our directors, is a managing director and gdragner of Menlo Ventures, and Ms. Davis, onewrf directors, is a general partner of IDG
Ventures.

In March 1999, we issued 150,000 shares of our comstock to Mr. Chamberlain in exchange for a peswiy note. These shares were
acquired by exercising stock options that vest avperiod 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 agreemenhawe the obligation to repurchase any
remaining unvested shares, and the note becomasgpdueMr. Chamberlain's termination. Further, thares may not be transferred until t
are vested and paid for except under certain cistances as provided under the pledge agreement.

We plan to enter into indemnification agreement$hwur directors and certain officers for the inaéfination of and advancement of
expenses to such persons to the fullest extentipiednby law. We also intend to enter into theseeaments 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 fututransactions between us and any of our officrsctors or principal shareholders will be
approved by a majority of the independent and thsasted 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 busia@sirposes.
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PRINCIPAL AND SELLING SHAREHOLDER

The following table summarizes certain informatiegarding the beneficial ownership of our outstagdiommon stock as of March 31, 1!
for:

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

- our chief executive officer;

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

- a shareholder who is selling shares in this ofégrand

- all of our directors and executive officers agaup.

SHARES BENEFICIALLY

OWNED PRIOR TO SHARES BENEFICIALLY
OFFERING NUMBER OF OWNED AFTER OFFERING
---------------------- SHARES BEING e
NAME AND ADDRESS (1) NUMBER PERCENT (2) OFFERED NUMBER PERCENT (2)

5% SHAREHOLDERS

Michael D. AIMQUiSt .....coovevvveeviiieeicee 1,480,000 9.86%
2232 12th Avenue West
Seattle, Washington 98119

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

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

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

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

Encompass Ventures, INC. (5) coevvvveeviveennee 1,100,000 7.32 - 1,100,000

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

CURRENT EXECUTIVE OFFICERS AND DIRECTORS

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

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

* Less than 1%

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

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

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

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

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

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

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

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

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

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

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

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

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

(13) Includes 150,000 shares subject to repurdmasé and 300,691 shares issuable upon exercigtiohs exercisable within 60 days of
March 31, 1999.

56



DESCRIPTION OF CAPITAL STOCK
GENERAL

Upon the completion of this offering, we will haaathorized 100,000,000 shares of common stockanegue, and 10,000,000 shares of
undesignated preferred stock, no par value. ThewWoilg description of our capital stock does notgaut to be complete and is subject to and
qualified in its entirety by our Second Amended &astated Articles of Incorporation and bylaws bydhe provisions of applicable
Washington law.

COMMON STOCK

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

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

PREFERRED STOCK

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

WARRANTS

As of March 31, 1999, warrants to purchase 2,2X2dares of common stock were outstanding at ahtedgaverage exercise price of $0.75
per share. Each warrant contains provisions foatjestment of the exercise price and the aggregateer of shares issuable upon the
exercise of the warrant in the event of stock dinidis, stock splits, reorganizations, reclassificegtiand consolidations. Warrants exercisable
for an aggregate of 2,200,000 shares of commork stmttain additional provisions for the
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adjustment of the exercise price and the aggregateer of shares issuable upon certain dilutivesisses of securities at prices below the
then existing warrant exercise price.

REGISTRATION RIGHTS

Following this offering, holders of 8,114,376 slsoé common stock and of warrants exercisable 202000 shares of common stock will
have certain rights relating to the registratioswéh shares under state and federal securities Evese rights, which are assignable, are
outlined in an agreement between F5 and such toldemajority of these holders may generally regtiirat we register the common stock
subject to these rights for public resale provittet the proposed aggregate selling offering prioald exceed $5.0 million. If we register ¢
of our common stock either for our own accountasrthe account of other security holders, suchédrslanay also include their common st
subject to these rights in such registration, stitijethe ability of the underwriters to limit theimber of shares included in such offering. The
holders of our common stock that were issued upowersion of our Series A, B, C and D PreferrectiStoay also require us to register all
or a portion of their common stock subject to thégets on Form S-3, when use of such form becomwvesdable, provided that among other
limitations, the proposed aggregate offering priceild be at least $2.0 million. The registratioghts of such holder terminate, with respect
to an individual holder, when the holder can, withithree month period, offer and sell all of hegRtrable Securities pursuant to Rule 144
and as to all holders, three years after this wiger

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

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

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

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

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

SHAREHOLDER MEETINGS. Upon the closing of this affey our bylaws will provide that, except as othissvwrequired by law or by our
amended articles of incorporation, special meetofghe shareholders can only be called pursuaatrésolution adopted by our board of
directors, the chairman of the board or presidEim¢se provisions of our amended articles of inc@on and bylaws could discourage
potential acquisition proposals and could delagrervent a change in control. These provisionsraenied to enhance the likelihood of
continuity and stability in the composition of theard of directors and in the policies formulatgdhe board of directors and to discourage
certain types of transactions that may involve @oal or threatened change of control. These pimvisare designed to reduce our
vulnerability to an unsolicited acquisition propbséhe provisions also are intended to
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discourage certain tactics that may be used inypfights. However, such provisions could have tfieot of discouraging others from maki
tender offers for our shares and, as a consequéryealso may inhibit fluctuations in the marketp of our shares that could result from
actual or rumored takeover attempts. Such provésadso may have the effect of preventing changesiinmanagement.

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 coriora for a period of five years after such acdiasi, 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 dipprtionate 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 commocksi® American Stock Transfer & Trust Company.
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SHARES ELIGIBLE FOR FUTURE SALE

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

Upon completion of this offering, we will have otasding shares of common stock, assuming the issuainshares of common stock offered
hereby, conversion of all shares of preferred stoukno exercise of options or warrants after M&th1999. Of these shares, the shares solc
in this offering will be freely tradable withoutstiction or further registration under the SegesitAct; provided, however, that if shares are
purchased by "affiliates," as that term is defime&ule 144 under the Securities Act, their safeshares would be subject to certain
limitations and restrictions that are describedwel

The remaining 15,017,469 shares of common stoskinaisig conversion of all shares of preferred sthelg by existing shareholders as of
March 31, 1999 were issued and sold by us in reian exemptions from the registration requiremehthe Securities Act. Of these shares,
shares will be subject to lock-up agreements desdrbelow on the effective date of the offeringobgxpiration of the lock-up agreements
180 days after the effective date of the prospestuares will become eligible for sale, subjeaniost cases to the limitations of Rule 144. In
addition, holders of stock options and warrantdaexercise their options and warrants and selktiaes issued upon exercise as described
below.

SHARES
DAYS AFTER DATE OF ELIGIBLE FOR
THIS PROSPECTUS SALE COMMENT
Upon effectiveness......... Shares sold in the offering
90 days.....ccccevruvenenn. Shares salable under Rule 144 that are not subject to the lock-up
180 days.....ccccveeenenn. Lock-u p released: shares salable under Rules 144 and 701

As of March 31, 1999, there were a total of 2,208,5hares of common stock that could be issued apertise of outstanding warrants. All
of these shares are subject to lock-up agreemisitst March 31, 1999, there were a total of 2,485,8hares of common stock subject to
outstanding options under our stock plans, 200gf3thich were vested. However, all of these sharessubject to lock-up agreements.
Immediately after the completion of the offeringg imtend to file registration statements on For@ Bder the Securities Act to register al
the shares of common stock issued or reservediforef issuance under our stock plans. On the @&fieldys after the effective date of this
prospectus, a total of shares of common stock sutjeoutstanding options will be vested. After #igective dates of the registration
statements on Form S-8, shares purchased uporissxefoptions granted pursuant to our AmendedRestated 1996 Stock Option Plan,
Amended and Restated Directors' Nonqualified S@pkon Plan, 1998 Equity Incentive Plan, 1999 Naonpbyees Directors' Plan and 1999
Employee Stock Purchase Plan generally would biade for resale in the public market.

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

RULE 144

In general, under Rule 144 as currently in effeeginning 90 days after the date of this prospeetyperson who has beneficially owned
shares of F5's common stock for at least one yeatdibe entitled to sell, within any three-monthipé, a number of shares that does not
exceed the greater of:
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- 1% of the number of shares of common stock thastanding, which will equal approximately sharasnediately 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 such sale.

Sales under Rule 144 are also subject to otheirszgants 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 offeisngntitled to resell such shares 90 days
after the effective date of this offering in relé@non Rule 144, without having to comply with certeestrictions, including the holding peric
contained in Rule 144.

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

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

LOCK-UP AGREEMENTS

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

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

NAME NUMBER OF SHARES

Hambrecht & Quist L.L.C.....cccvvvvvvvvvveveeee. L

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

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

The Underwriting Agreement provides that the olilmyzs of the underwriters are subject to certainditions precedent, including the
absence of any material adverse change in ourdéssind the receipt of certain certificates, opimiand letters from F5 and the selling
shareholder, his counsel and the independent asditbhe nature of the underwriters' obligationuststhat they have committed to purchase
all shares of common stock offered hereby if anguath shares are purchased.

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

Certain shareholders have granted to the underaiaie option, exercisable no later than 30 days #ie date of this prospectus, to purchase
up to additional shares of common stock at théairfiublic offering price, less the underwritingsdount set forth on the cover page of this
prospectus. To the extent that the underwriterscéseethis option, each of the underwriters wil/@a firm commitment to purchase
approximately the same percentage thereof whichtingber of shares of common stock to be purchagétdshown in the above table bears
to the total number of shares of common stock effdrereby. Such shareholders will be obligatedsymant to the option, to sell shares to the
underwriters to the extent the option is exercigde: underwriters may exercise such option onlgoteer over-allotments made in connection
with the sale of shares of common stock offereawer

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

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

F5, the selling shareholder and certain other $twdders of F5, including executive officers andediors, who will own in the aggregate
shares of common stock after the offering, haveagjthat they will not, without the prior writtearesent of Hambrecht & Quist L.L.C., off
sell or otherwise dispose of any shares of comnmeksoptions or warrants to acquire shares of comstock or securities exchangeable for
or convertible into shares of common stock ownethieyn during the 180-day period following the dafti¢his prospectus. We have agreed
that we will not, without the prior written consesftHambrecht & Quist L.L.C., offer, sell or othass dispose of any shares of common
stock, options or warrants to acquire shares ofraomstock or securities exchangeable for or coiblerinto shares of common stock during
the 180-day period following the date of this presps, except that we may issue shares upon theigxef options granted prior to the date
hereof, and may grant additional options understack option plans.
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Certain persons participating in this offering nuagr-allot or effect transactions that stabilize, mamtar otherwise affect the market price
the common stock at levels above those that mitjlerevise prevail in the open market, including byeging stabilizing bids, effecting
syndicate covering transactions or imposing perallg. A stabilizing bid means the placing of amy & effecting of any purchase, for the
purpose of pegging, fixing or maintaining the pradehe common stock. A syndicate covering traneaaneans the placing of any bid on
behalf of the underwriting syndicate or the effiegtof any purchase to reduce a short position edeiatconnection with the offering. A
penalty bid means an arrangement that permitsrttlerwriters to reclaim a selling concession frogyadicate member in connection with
the offering when shares of common stock sold kysfndicate member are purchased in syndicateiogvieansactions. Such transactions
may be effected on the Nasdaq National Marketénaver-the-counter market, or otherwise. Suchlitiy, if commenced may be
discontinued at any time.

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

LEGAL MATTERS

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

EXPERTS

The financial statements of F5 Networks, Inc. aSeftember 30, 1997 and 1998 and for the periad FFebruary 26, 1996, inception, to
September 30, 1996 and each of the years in thgéaoperiod ended September 30, 1998, includ#usiregistration statement have been
so included in reliance on the report of PricewadteseCoopers LLP, independent accountants, givéheoauthority of said firm as experts
auditing and accounting.

ADDITIONAL F5 INFORMATION

We have filed with the SEC a registration statenoenEorm S-1 with respect to the common stock etfdrereby. This prospectus, which
constitutes a part of the registration statemesgsdot contain all of the information set forththe registration statement or the exhibits and
schedules which are part of the registration staténi-or further information with respect to F5 amol common stock, reference is made to
the registration statement and the exhibits andddes thereto. You may read and copy any documefile at the SEC's public reference
rooms in Washington, D.C., New York, New York anki¢ago, Illinois. Please call the SEC at 1-800-3B360 for further information about
the public reference rooms. Our SEC filings are algailable to the public from the SEC's Web site a

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

Upon completion of this offering, we will becomebgect to the information and periodic reportinguiggments of the Securities Exchange
Act of 1934 and, in accordance therewith, will fileriodic reports, proxy statements and other imédion with the SEC. Such periodic
reports, proxy statements and other informatioth vélavailable for inspection and copying at th&€SEpublic reference rooms, our Web site
and the Web site of the SEC referred to above.
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REPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Directors and Shareholders of FawdEks, Inc.

In our opinion, the accompanying balance sheetdladelated statements of operations, of sharergldquity (deficit) and of cash flows
present fairly, in all material respects, the ficiahposition of F5 Networks, Inc. at September BE97 and 1998, and the results of its
operations and its cash flows for the period frogbriaary 26, 1996 (inception) to September 30, Ibfor each of the years in the two year
period ended September 30, 1998, in conformity géherally accepted accounting principles. Thasaniial statements are the
responsibility of the Company's management; oysamasibility is to express an opinion on these foahstatements based on our audits. We
conducted our audits of these statements in aceoedaith generally accepted auditing standards lwiequire that we plan and perform the
audit to obtain reasonable assurance about whigtthdinancial statements are free of material rateshent. An audit includes examining, on
a test basis, evidence supporting the amounts ianlbsgures in the financial statements, asseskm@dcounting principles used and
significant estimates made by management, and a¥aduthe overall financial statement presentative.believe that our audits provide a
reasonable basis for the opinion expressed above.

PricewaterhouseCoopers LLP

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

BALANCE SHEETS

(IN THOUSANDS, EXCEPT SHARE DATA)

Current assets:
Cash and cash equivalents........................
Accounts receivable, net of allowances of $0, $38

Total current assets.........ccceeeevnns
Property and equipment, net..............ccccveeee
Software development costs, net of accumulated

amortization of $4, $83 and $135.................
Other assets.......coeveiviiiieeiiiiiiee s

Total assets......ccccceeevevviiiininnnnns

LIABILITIES AND S
Current liabilities:
Current portion of long-term debt................
Capital lease obligations, current portion.......
Accounts payable............ccccoiiiiiiinnnnnn.
Accrued liabilities... .
Deferred revenue...........ccoceeeeeviieeeennne

Total current liabilities..................
Capital lease obligations, net of current portion..
Long-term debt, net of current portion.............

Total liabilities...........ccccccvvvvees

Commitments (Note 9)
Redeemable convertible preferred stock, no par valu
Series D Convertible, $0, $15,460 and $15,460
liquidation preference, none, 1,138,438 and 1,1
shares issued and outstanding..................

Shareholders' deficit:
Preferred stock, no par value; 10,000,000 shares
authorized
Series A Convertible, $1,200 liquidation prefer
400,000 shares issued and outstanding........
Series B Convertible, $250, $2,000 and $2,000
liquidation preference, 156,250, 1,250,000 an
1,250,000 shares issued and outstanding......
Series C Convertible, $0, $1,500 and $1,500
liquidation preference, none, 156,250 and 156
shares issued and outstanding................
Common stock, no par value; 50,000,000 shares
authorized, 6,000,000, 6,021,500 and 6,903,093
issued and outstanding.................c.one
Note receivable from shareholder.................
Unearned compensation............cccccceeeunee.
Accumulated deficit...........ccocceeriiinennn.

Total shareholders' deficit..................

Total liabilities and shareholders' deficit

SEPTEMBER 30, SEPTEMBER 30,

1997 1998 1999
(UNAUDIT

SSETS
...... $ 143 $ 6,206 $ 24
2 and
...... 329 2,032 3,3
...... 77 99 3
...... 3
...... 68 250 4
...... 617 8,587 7,0
...... 196 682 1,2
...... 52 118
...... 54 45 1

...... $ 919 $ 9,432 $ 85

HAREHOLDERS' DEFICIT

...... $ 500

...... 19 $ 19 $

...... 117 559 1,4
...... 114 458 1,4
...... 184 788 15
...... 934 1,824 4,5
...... 19

...... 197

...... 1,150 1,824 4,5
e:

38,438

...... 7,688 7,6
ence,

...... 1,123 1,123 1,1
d

...... 208 1,656 1,6
,250

...... 1,418 1,4
shares

...... 393 2,875 8,1
...... 7

...... (169) (1,694) (4,6
...... (1,786) (5,458) (10,6
...... (231) (80) (3,6

...... $ 919 $ 9,432 $ 85

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

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

PERIOD FROM
FEBRUARY 26,
1996 YEAR ENDED SEPTEMBER SIX MONTHS ENDED MARCH
(INCEPTION) 30, 31,
TO SEPTEMBER
30, 1996 1997 1998 1998 1999
(UNAUDITED) (UNAUDITED)
Net revenues............cccoe...... $ 2 $ 229 % 4889 $ 1,837 $ 6,457
Cost of net revenues............... 1 71 1,405 459 2,029
Gross profit.......cccceeeeeeee.. 1 158 3,484 1,378 4,428
Operating expenses:
Sales and marketing.............. 62 565 3,881 1,342 5,103
Research and development......... 103 569 1,810 534 2,344
General and administrative....... 180 383 1,041 438 1,191
Amortization of unearned
compensation................... 4 69 420 91 1,038
Total operating expenses....... 349 1,586 7,152 2,405 9,676
Loss from operations............... (348) (1,428) (3,668) (1,027) (5,248)
Other income (expense):
Interest expense................. (46) (42) (26) (1)
Interest income 18 38 7 90
Net 10SS......ccevvvrvereenne $ (330) $ (1,456) $ (3,672) $ (1,046) $ (5.,159)
Net loss per share--basic and
diluted.......coceverrinnnenne $ (0.06) $ (0.24)$ (0.60) $ (0.17) $ (0.82)
Weighted average shares--basic and
diluted.......cccvverrinnnene 5,932 6,000 6,086 6,258 6,297
Pro forma net loss per share
(unaudited):
Net loss per share--basic and
diluted.........ccoveeeinnns $ (0.26) $ (0.36)
Weighted average shares--basic
and diluted.................... 14,201 14,412

The accompanying notes are an integral part oktfiancial statements.
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F5 NETWORKS, INC.
STATEMENT OF SHAREHOLDERS' EQUITY (DEFICIT)
FOR THE PERIOD FROM FEBRUARY 26, 1996 (INCEPTION) TO MARCH 31, 1999
(IN THOUSANDS, EXCEPT SHARE DATA)

CONVERTIBLE PREF ERRED STOCK AMOUNT

Common stock issued to
founding shareholders.......
Common stock issued for
MEIger....cccuvverueeeannen.
Sales of Series A Convertible
Preferred Stock,
(net of issuance costs of
$T77) 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 loss.......ccccvvvvinnns
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 $15)...... 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...................
Issuance of common stock under
shareholder agreement.......
Conversion of note payable to
common stock................
Unearned compensation.........
Amortization of unearned
compensation................
Net 10SS......cceevvienerenn.
Balance, September 30, 1998... 1,806,250 1,123 1,656 1,418
Exercise of stock options by
employees (unaudited).......
Exercise of stock warrants
(unaudited).................
Note receivable from
shareholder for exercise of
stock options (unaudited)...
Unearned compensation



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

SUBSCRIPTIONS

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

Sales of Series A Convertible

Preferred Stock,

(net of issuance costs of

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

Issuance of Series A

Convertible Preferred Stock

upon payment of subscription

receivable from

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

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

Convertible Preferred Stock

upon payment of subscription

receivable from

shareholders................ 60 60
Sales of Series B Convertible

Preferred Stock............. 250
Value ascribed to warrants

issued in conjunction with

sale of Convertible

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

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

compensation................ 69 69
Net 10SS......cceevvienernn. (1,456) (1,456

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

Preferred Stock, (net of

issuance costs of $15)...... 1,740
Sales of Series C Convertible

Preferred Stock, (net of

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

issued in conjunction with

sales of Convertible

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

employees.................. 215,750 29 29
Exercise of stock warrants.... 5750 5 5

Repurchase of common stock
under shareholder

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

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

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

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

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



Exercise of stock warrants

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

shareholder for exercise of

stock options (unaudited)... 150,000 750 (750)
Unearned compensation
(unaudited)................. 3,987 (3,987)
Amortization of unearned
compensation (unaudited).... 1,038 1,038

Net loss (unaudited) (5,159) (5,159

Balance, March 31, 1999
(unaudited)................. 6,903,093 $8,132 $(750) $(4,643) $(10,617) $(3,681

The accompanying notes are an integral part oktfiancial statements.

F-5



F5 NETWORKS, INC.

STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

YEAR ENDED SEPTEMBER SIX MO NTHS ENDED MARCH 31,
P ERIOD FROM FEBRUARY 30,
2 6, 1996 (INCEPTION) -----mmmmmmmmmmmon comeeee e
T O SEPTEMBER 30, 1996 1997 1998 199 8 1999
(UNAUD ITED) (UNAUDITED)
Cash flows from operating activities:
$ (330) $ (1,456)$ (3672) $ (1 ,046) $ (5,159)
Adjustments to reconcile net loss to net cash
used in operating activities:
Amortization of unearned compensation....... 4 69 420 91 1,038
Provision for doubtful accounts and sales
=110 01 PR 412 105 246
Depreciation and amortization............... 14 59 323 115 235
Non cash interest expense................... 6 12 12
Changes in operating assets and liabilities:
Accounts receivable.............cccoc... 1) (328) (2,115) (826) (1,593)
Inventories. ................ (29) (48) (22) (31) (299)
Other current assets.. (@) (55) (186) (34) (188)
Other assets........coccevvvveeiiiveenns (6) (48) 9 (114) (116)
Accounts payable and accrued
liabilities.......cccooenireiiris 37 194 806 699 1,521
Deferred revenue 184 604 65 780
Net cash used in operating activities... (318) (1,423) (3,409) (964) (3,535)
Cash flows from investing activities:
Issuance of notes to officer.................. (20)
Purchases of property and equipment........... (150) (98) (731) (267) (720)
Additions to software development costs....... (56) (145) (130)
Proceeds from sale leaseback.................. 30
Net cash used in investing activities... (120) (154) (886) (397) (720)
Cash flows from financing activities:
Proceeds from issuance of Series A Convertible
Preferred StocK.......ccooevveeeieeeieennnn. 1,063 60
Proceeds from issuance of Series B Convertible
Preferred StocK........ccoeeveevreenieennnn. 250 1,235 1 ,235
Proceeds from issuance of Series C Convertible
Preferred StocK........ccoeeveevieeeieennnn. 1,493
Proceeds from issuance of Series D Redeemable
Convertible Preferred Stock................. 7,688
Proceeds from the exercise of stock options
and Warrants..........cocoeeeeeeeennenne 34 23 520
Repurchase of common stock under shareholder
AQreemeNt.......ccoveevvveeniieeeennnen (245) (245)
Proceeds from issuance of common stock under
shareholder agreement.............ccccccue. 172 172
Proceeds from line of credit................. 825 250
Repayments of line of credit.... (825)
Proceeds from issuance of long-term debt...... 800
Principal payments on capital lease
obligations..........ccccveviiiiieinnns (1) (14) (19) 9) (11)
Net cash provided by financing
aCtiVItieS......cveverieicicnis 1,062 1,096 10,358 1 426 509
Net increase (decrease) in cash and cash
equivalents.........cccocveeviieenne 624 (481) 6,063 65 (3,746)
Cash and cash equivalents, at beginning of
=L LTRSS - 624 143 143 6,206
Cash and cash equivalents, at end of year....... $ 624 $ 143 $ 6,206 $ 208 $ 2,460

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

F5 is a leading provider of integrated Interneffitananagement solutions designed to improve traglability and performance of mission-
critical Internet-based servers and applications. @oprietary software-based solutions monitor arahage local and geographically
dispersed servers and intelligently direct traffithe server best able to handle a user's request.

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
USE OF ESTIMATES

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

UNAUDITED INTERIM FINANCIAL STATEMENTS

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

RECLASSIFICATIONS

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

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

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

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

for 17.6% of net revenues. During the period frosbfeiary 26, 1996 (inception) to September 30, 1886years ended September 30, 1997
and 1998, and the six months ended March 31, 1898ingle customer accounted for more than 10%efXompany's net revenues. At
March 31, 1998, two customers represented 23.486@junts receivable and at March 31, 1999, on®westrepresented 18.3% of accounts
receivable. At September 30, 1997 and 1998, there wo significant accounts receivable from a sigistomer. The Company does not
require collateral to support credit sales. Allosas are maintained for potential credit lossessates returns.

INVENTORIES

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

PROPERTY AND EQUIPMENT

Property and equipment is stated at cost. Equiponeahiér capital leases is stated at the lower opthsent value of the minimum lease
payments discounted at the Company's incremented\wing rate at the beginning of the lease terrfamrvalue at the inception of the lease.
Depreciation of property and equipment and amditinaof capital leases are provided on the straliglet method over the estimated useful
lives of the assets of 2 to 5 years. Leaseholddwgments are amortized over the term of the leafieecestimated useful life of the
improvements. Manufacturing tools represents tts abconstruction of equipment to produce brarehidication parts for Company
products.

The cost of normal maintenance and repairs is eliaig expense as incurred and expenditures forrnmovements are capitalized at cost.
Gains or losses on the disposition of assets imonmal course of business are reflected in theltseef operations at the time of disposal.
Gains from sale leaseback transactions are defangé@mortized over the term of the lease.

SOFTWARE DEVELOPMENT COSTS

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

VALUATION OF LONG-LIVED ASSETS

The Company periodically evaluates the carryingialf long-lived assets to be held and used, imatydut not limited to, property and
equipment and other assets, when events and citanoes warrant such a review. The carrying valuelohg-lived asset is considered
impaired when the anticipated undiscounted casi ftom such asset is separately identifiable aridss than its carrying value. In that ev
a loss is recognized based on the amount by whilkedrrying value
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

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

EQUITY FINANCING COSTS

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

REVENUE RECOGNITION

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

The Company generally combines software licensailation and customer support elements into &ggge with a single "bundled"” price.
The Company allocates a portion of the sales poi@ach element of the bundled package based onrékpective fair values when the
individual elements are sold separately. Revenues the license of software are recognized whermtbduct has been shipped and the
customer is obligated to pay for the product. lifestian revenue is recognized when the productiiess) installed at the customer's site.
Revenues for customer support are recognized tmaigls-line basis over the service contract terfstimated sales returns are based on
historical experience by product and are recordéldestime revenues are recognized.

ADVERTISING

Advertising costs are expensed as incurred. Adsingiexpense was $0, $0 and $256,000 for the p&ad February 26, 1996 (inception) to
September 30, 1996 and the years ended SeptemhE®B0Dand 1998, respectively, and $42,000 and $887 for the six months ended
March 31, 1998 and 1999, respectively.

INCOME TAXES

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

STOCK-BASED COMPENSATION

The Company accounts for stock-based employee amsagien arrangements in accordance with the prawssdf Accounting Principles
Board Opinion No. 25 ("APB No. 25"), "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
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (CONNUED)

APB No. 25, compensation expense is based on tiegafice, if any, on the date of the grant, betwibendeemed fair value of the Compal
stock and the exercise price of the option aneisdamortized over the vesting period using arlacated method. The Company accounts
for equity instruments issued to nonemployees goatance with the provisions of SFAS No. 123 ancefjimg Issues Task Force 96-18.

FAIR VALUE OF FINANCIAL INSTRUMENTS

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

NET LOSS AND PRO FORMA NET LOSS PER SHARE

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

In accordance with SFAS No. 128, basic net losspare has been computed using the weighted-aveteeer of shares of common stock
outstanding during the period, except that purst@aBecurities and Exchange Commission Staff ActingrBulletin No. 98, if applicable,
common shares issued in each of the periods pegbémt nominal consideration have been includetiéncalculation as if they were
outstanding for all periods presented.

Pro forma basic and diluted net loss per shardobas computed as described above and also giveg &ffthe conversion of the convertible
instruments that will occur upon completion of @mpany's initial public offering. The Company lreduded the equivalent number of
common shares from the conversion of preferreckstothe calculation of pro forma net loss per shdihe preferred stock series are asst
converted because their terms require conversion ap initial public offering, subject to certaionglitions.
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

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

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

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

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

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

NEW ACCOUNTING PRONOUNCEMENTS

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

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

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

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

In March 1998, the American Institute of Certifiedblic Accountants issued Statement of Positiod 9&ccounting for the Costs of
Computer Software Developed or Obtained for Intetise,” which establishes guidelines for the actiogrfor the costs of all computer
software developed or obtained for internal uses Statement is effective for fiscal years begigrafter December 15, 1998. The Company
does not expect the statement to have a matendton its financial statements.

In June 1998, the FASB issued Statement of FinhAcieounting Standards No. 133, "Accounting for Dative Instruments and Hedging
Activities." This statement requires that all dative instruments be recorded on the balance stidle¢ir fair value. Changes in the fair value
of derivatives are recorded each period in cureanbings or other comprehensive income, dependinghether a derivative is designated as
part of a hedge transaction and, if it is, the tgpbedge transaction. This statement is effedtivall fiscal quarters of all fiscal years
beginning after June 15, 1999. The Company doegs®terivative instruments, therefore the adopiidhis statement will not have any
effect on the Company's results of operationssdfiritancial position.
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

3. PROPERTY AND EQUIPMENT:
At September 30, 1997 and 1998, and March 31, 1@@perty and equipment were approximately as fiadto

SEPTEMBER 30,
.................... MARCH 31,
1997 1998 1999

(IN THOUSANDS)

(UNAUDI TED)
Computer eqUIPMENt.......covvvveciieeiieevcieee e, $ 161 % 529 $ 955
Equipment under capital leases...........ccceeeeeee. e 54 54 54
Office furniture and equipment........cccccceeeeee. 17 293 418
Leasehold improvements.......ccocccevvvccees e 29 116 148
Manufacturing tooIS......cccccveveiiiiiieees s 137
261 992 1 712
Accumulated amortization for equipment under
capital 1eases....ccccccvveveviviiiciieeee e (15) (33) 42)
Accumulated depreciation.......ccccccvcveevees e (50) (277) ( 451)
$ 196 $ 682 $ 1, 219

Depreciation expense was approximately $14,00€h®period from February 26, 1996 (inception) tpt8mber 30, 1996 and $55,000 and

$244,000 for the years ended September 30, 19971%88] respectively. Depreciation expense was appeiely $93,000 and $183,000 for
the six months ended March 31, 1998 and 1999, c&sply (unaudited).

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

SEPTEMBER 30,
-------------------- MARCH 31,
1997 1998 1999

(UNAUDI TED)
Accrued payroll and benefits....................... 37 % 237 $ 449
Accrued deferred financing costs................... 395
Accrued sales and use taxes..........cccceeeenunns 17 141 155
Other.....coiiiiiiiiiece e 60 80 476
$ 114 $ 458 $ 1, 475
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

5. INCOME TAXES:

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

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

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

Deferred tax assets:

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

Depreciation.....ccccovvvviiiciiiiiiees e

Total deferred tax asSetS....ccccvvvvuevecees e 591

Deferred tax liabilities:

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

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

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

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

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

6. LINES OF CREDIT:

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

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

plus 0.5% and an extension of the due date to3ILL999. The line of credit contains certain cards, including, but not limited to, meeti
minimum financial ratios and earnings. No amouns watstanding under the line of credit at Septer8bed 998 or March 31, 1999
(unaudited).

In February 1998, the Company entered into a $D00j@e of credit with a bank, bearing interestregt prime rate plus 1.5%. The line of
credit was restricted in use to the purchase oipegent. This line expired in August 1998 and wagenaitilized.

7. LONG-TERM DEBT:

In March and August 1997, the Company entered$6t0,000 and $300,000 convertible note agreemeittisavpreferred shareholder,
respectively. These notes bore simple interest® annually, matured 18 months from the date ofélspective agreements and were
collateralized by substantially all of the Compargssets. The notes were convertible into the Coygaommon stock at the lesser of $1.00
per share or 80% of the sales price of the Compasties B Preferred Stock and $0.50 per shamggateely. In conjunction with these
notes, the Company issued to the preferred shatehafarrants to purchase 100,000 and 600,000 shatks Company's common stock at
$0.64 and $0.50 per share, respectively. The agtgeglue assigned to the warrants issued witlethetes payable of $0 and $109,000,
respectively, was reflected as both a debt discandtan increase to common stock. The debt disspasitaccounted for as a component of
interest expense using a method which approximhagdterest method.

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

8. SHAREHOLDERS' EQUITY:
A. PREFERRED 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 thenPany's restated articles of incorporation. TheéeSek Convertible Preferred Stock is
mandatorily convertible into common stock upon ctatipn of an initial public offering of the Compasycommon stock in which the price
per share equals or exceeds $1.50 and gross peoegedl or exceed $12.0 million, or when two-thinfighe shares of Series A Convertible
Preferred Stock have been converted. The holddtedberies A Convertible Preferred Stock haveagektoting rights 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 Compangdsstarrants, to which no value was
assigned, to purchase 240,000 shares of the Corsganmmon stock at $0.50 per share. On Decembd9®8, 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 invedior an aggregate of $90,000. These notes redeibale interest at 9% per annum and
maturity periods
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
8. SHAREHOLDERS' EQUITY: (CONTINUED)

ranging from 3 to 6 months from the date of theeagrents. In August 1996, 10,000 shares of the Coyp'gpp&eries A Convertible Preferred
Stock were issued upon payment in full of $30,000qipal value and accrued interest of a subsatipégreement. In fiscal year 1997, the
Company issued the remaining 20,000 shares unbsciption upon payment in full of the remainingngpipal amount and accrued interest.

In September 1997, the Company issued 156,250ssb&f&eries B Convertible Preferred Stock for agregate purchase price of $250,000.
In conjunction with this issuance, the Companyésswarrants to purchase 187,500 shares of the Gonspeommon 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 tasadpnt upon the occurrence of certain
events provided for in the Company's amended astdtezl articles of incorporation. The Series B @otivle 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@ed $8.0 million, or when two-thirds of thei8eB shares have been converted. The
holders of the Series B Convertible Preferred Stwoke certain voting rights and liquidation preferes equal to $1.60 per share.

In October and November 1997, the Company issuedtiditional 1,093,750 shares of the Company's S&i€onvertible Preferred Stock
an additional aggregate purchase price of $1.8amjlincluding conversion of the $500,000 note andrued interest of approximately
$20,000 from a preferred shareholder (see Notk ©onjunction with this issuance, the Companyéskswarrants to purchase 1,312,500
shares of the Company's common stock at $0.80haee sThe Company has allocated approximately $2020f the purchase price of the
Series B Convertible Preferred Stock as the valikese warrants.

In April 1998, the Company issued 156,250 sharegh@fCompany's Series C Convertible Preferred Sdodkwarrants 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 ofSages C Convertible Preferred Stock as the vdltleeowarrants issued. On February 1,
1999 these warrants were exercised. Shares ofahmany's Series C Convertible Preferred Stock anscamulative and convertible into <
shares of the Company's common stock, subjecetotburrence of certain events provided for inGbenpany's amended and restated
articles of incorporation. The shares are mandgtoonvertible upon the completion of an initiallghie offering in which the per share price
equal to or exceeds $3.20 and gross proceeds egerteed $8.0 million, or when two-thirds of theri8s C Convertible Preferred shares
have been converted. The holders of the Seriesrwettible Preferred Stock have certain voting gind liquidation preferences equal to
$9.60 per share.

In August 1998, the Company issued 1,138,438 sludr8sries D Redeemable Convertible Preferred Stmcén aggregate purchase price of
approximately $7.7 million. Holders of the Compan$eries D Redeemable Convertible Preferred Steckrditled to receive an annual non-
cumulative dividend of $0.68 per share, subjectedaration by the Board of Directors, at theiestiscretion. The shares are convertible
two shares of the Company's Common Stock, suljetbiet occurrence of certain events provided fahenCompany's amended and restated
articles of incorporation. The shares are mandgtoonvertible into common stock upon the completid an
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
8. SHAREHOLDERS' EQUITY: (CONTINUED)

initial public offering in which the per share priequals or exceeds $5.00 and gross proceedsuakte®r exceed $15.0 million. The
Company is required to redeem all outstanding shairéhe Series D Redeemable Convertible Prefe3tedk at $6.79 per share, plus all
declared and unpaid dividends, either in Augus5280in three annual installments beginning Au@@43 at the request of holders of at I¢
two-thirds of the outstanding Series D Redeemable QtibieePreferred Stock. The holders of the Serideddeemable Convertible Prefer
Stock have certain voting rights and liquidatioefprences equal to $13.58 per share.

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

B. COMMON STOCK

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

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. Amafices to number of shares and per share amduthes @ompany's common stock in
the accompanying financial statements and notes begn restated to reflect such stock splits.

Upon incorporation of the Company, the foundingrehalders entered into an agreement (as amendetareholder 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 then@any. In February 1998, one of the founders, was also an officer of the Company,
and the Company purchased 2,600,000 shares ofaimp&hy's common stock under the Shareholder Agneteimen two founders who had
terminated their employment. The Company facildatee transactions between the shareholders uhe&hareholder Agreement, retaining
800,000 of the repurchased shares.

In February 1999, the Company issued a warrantitohase up to 12,500 shares of the Company's corstnok at $8.00 per share to a
certain customer in conjunction with a sale of jprad.

C. INITIAL PUBLIC OFFERING

In April 1999, the Company's Board of Directorstaurized the Company to file a Registration Stateragth the Securities and Exchange
Commission to permit the Company to proceed witingial public offering of its common stock. Up@onsummation of such offering, all
the outstanding Series A, B, and C Convertibled?refl Stock, and Series D Redeemable Convertilefiefed Stock will be converted into
8,114,376 shares of common stock.
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED)
D. EQUITY INCENTIVE PLANS

In January 1997, Company's shareholders approecArttended and Restated 1996 Stock Option Plari18®6 Employee Plan") that
provides for discretionary grants of non-qualifesttl incentive stock options for employees and atkerice providers, and the Amended and
Restated Directors' Nonqualified Stock Option Rlie "1996 Directors' Plan"), which provides fot@uatic grants of non-qualified stock
options to eligible non-employee directors. A tafP,600,000 shares of common stock has beenvesbéor issuance under the 1996
Employee Plan and the 1996 Directors' Plan. Em@systock options typically vest over a periodafrfyears from the grant date; director
options typically vest over a period of three ydaps the grant date. All options under the 1996pryee Plan and the 1996 Directors' Plan
expire 10 years after the grant date. In Augus7 188 Company repriced all existing employee opito an exercise price of $0.05 per
share. This repricing was accounted for as a chatiosl of existing stock options and grant of neack options. All outstanding, unvested
options under the 1996 Employee Plan and the 198&©r's Plan vest in full upon a change in cdmfdhe Company. The Company does
not intend to grant any additional options undéreiof these Plans.

In November 1998, the Company's shareholders addpée1998 Equity Incentive Plan (the "1998 Plawhich provides for discretionary
grants of non-qualified and incentive stock optisteck purchase awards and stock bonuses for gagsdand other service providers. A
total of 800,000 shares of common stock have beserved for issuance under the 1998 Plan. Stoadrgpgranted under this plan typically
vest over a period of four years from the granedahd expire 10 years from the grant date. Thegaomhas not granted any stock purchase
awards or stock bonuses under the 1998 Plan. Ugrbairt changes in control of the Company, the simgientity will either assume or
substitute all outstanding options or stock awanmtser the 1998 Plan. If the surviving entity detiexs not to assume or substitute such
options or awards, then with respect to personsseliservice with the Company or an affiliate of @@mmpany has not terminated before such
change in control, the vesting of 50% of such opttior stock awards (and the time during which sayeards may be exercised) will
accelerate and the options or awards terminatectiéxercised before such change in control.

The Company applies the accounting provisions pitest in APB No. 25 and related interpretationscéntain instances, the Company has
issued stock options with an exercise price leas the deemed fair value of the Company's comnumk gtt the date of grant. Accordingly,
total compensation costs related to such stoclonptf approximately $238,000 and $1.9 million waterred during fiscal years 1997 and
1998, respectively, and $251,000 and $3,986,00thiosix months ended March 31, 1998 and 1999¢untisely, and is being amortized over
the vesting period of the options, generally foeans. Amortization of unearned compensation cdsaproximately $4,000 has been
recognized as an expense for the period from Fep&6 1996 (inception) to September 30, 1996, @8 and $420,000 for the years ended
September 30, 1997 and 1998, respectively. Amaitizaf unearned compensation amounted to $91,66064,038,000 for the six months
ended March 31, 1998 and 1999, respectively (uteddi
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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 PRICE

OPTIONS PER SHARE

Inception

Options granted........cccevveevcieiiieaeeees 1,146,000 $ 0.38
Options canceled........c.cccoovvveeiiciccs L (150,000) 0.34
Balances at September 30, 1996.............ccceeee. L 996,000 0.38
Options granted........cccoeoeeeevicvneenaeeeee L 1,349,000 0.15
Options canceled..........cccoovvvveeiiccs L (1,119,000) 0.36
Balances at September 30, 1997.........ccccceeeee. L 1,226,000 0.15
Options granted........cccoeveeeevicieeeeaeeeee L 1,543,000 0.29
Options exercised......ccccovveeeeveviivccccee L (215,750) 0.11
Options canceled......cccccoeveeeeveiiiiciccceee L (476,000) 0.11
Balances at September 30, 1998.......ccccccceeeeeee. L 2,077,250 0.26
Options granted (unaudited).......ccccceeeeeeeeee. L 981,448 2.27
Options exercised (unaudited)......cccccccveeeeee. L (454,093) 1.91
Options canceled (unaudited).......ccccccevveeeee. L 0.38
Balances at March 31, 1999 (unaudited).............. ... 0.74

Pro forma information regarding net loss is requiioy SFAS No. 123, and has been determined as i€dmpany 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 igsudide period from February 26, 1996 (inceptitmpeptember 30, 1996, and for the
years ended September 30, 1997 and 1

PERIOD FROM
FEBRUARY 26,
1996 YEAR ENDED SEPTEMBER
(INCEPTION) TO 30,
SEPTEMBER 30, --------------------
1996 1997 1998
Risk-free interest rate............ccccocveeeee. 6.21% 6.21%  4.62%
Dividend yield...........cccoovvvviiiiiiiinenns 0.00% 0.00%  0.00%
Expected term of option..........ccccceeeriinns 4 years 4 years 4 years
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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
FEBRUARY 26,
1996 YEAR ENDED SEPTEMBER

(INCEPTION) TO 30,
SEPTEMBER 30, --------ememeeees
1996 1997 1998

(IN THOUSANDS, EXCEPT
PER SHARE DATA)

Net loss--as reported.............ccoeeeevveennnen. . $ (330) % (1,456)9% (3,672)
Net 10SS--pro forma.........ccceeeeiiiiiieennnnns . (331) (1,468) (3,742)
Net loss per share--as reported.................... . (0.06) (0.24) (0.60)
Net loss per share--pro forma............ccc...... . (0.06) (0.24) (0.61)

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, ¥9fbfor the years ended September 30, 1997 ar@lvi8& as follows:

PERIOD FROM
FEBRUARY 26, 1996 YEAR ENDED SEPTEMBER
(INCEPTION) TO 30,
SEPTEMBER 30, -----------mmm-mmee-
1996 1997 1998
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$% o008
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
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
Weighted-average exercise price of options granted
with exercise prices less than the market value o f
the stock at the date of grant................... . 0.05 0.05 0.28
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

8. SHAREHOLDERS' EQUITY: (CONTINUED) The followingble summarizes information about fixed-price @i outstanding at
September 30, 1998 as follows:

WEIGHTED
AVERAGE WEIGHTED WEIGHTED
REMAINING AVERAGE AVERAGE
EXERCISE NUMBER CONTRACTUAL EXERCISE NUMBER  EXERCISABLE
PRICES OUTSTANDING LIFE PRICE EXERCISABLE  PRICE
$0.02-0.05 1,034,626 888 $ 0.05 133,250 $ 0.04
0.25 436,624 9.70 0.25
0.50 336,000 8.49 0.50 112,000 0.50
0.75 255,000 9.89 0.75
1.50 15,000 9.98 1.50

9. COMMITMENTS:

The Company is committed under non-cancelable tipgrieases for its current and former office spadgich expire in 2002 and 1999,
respectively. During 1998, the Company leasedits1ér office space under a non-cancelable subAgasrangement for amounts equal to
the liability of the commitment, which expires iB99. Additionally, the Company is committed unden+tancelable operating leases for
certain office equipment. Minimum operating leaagrpents and sub-leasing receipts for future figeals, as of September 30, 1998, are
approximately as follows:

OPERATING LEASE OPERATING SUBLEASE

PAYMENTS RECEIPTS
(IN THOUSANDS)
1999 oo $367 $18
2000, .o 385
200Lucccomcoeicomeeseemeeneeeeeee 75
2002, 1
$828 $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 $71,000 and $168,00€hsix months ended March 31, 1998 and 1999, c&sply (unaudited).
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

9. COMMITMENTS: (CONTINUED) The Company leases a@rtequipment under a capital lease which expird®9b9. Future minimum
lease payments and the present value of the né@nonimlease payments for capital lease obligatiensfé&eptember 30, 1998 are as follows.

CAPITAL LE ASE

(IN THOUSAN DS)
Future minimum lease paymentsS......cccocceceeeee e $ 2 2
Less amounts representing iNtereSt......ccccccceeee e ( 3)
Obligations under capital 1ease.........ccceeeeee. $ 1 9

10. RELATED PARTY TRANSACTIONS:

In September 1996, the Company sold certain equiptoea related party for approximately $39,000ichhncluded relief of a liability of
approximately $2,000 and a receivable of approxage7,000. The Company then leased back this ddii@nal equipment from the relat
party under a capital lease of approximately $43,0Bie Company recorded a deferred gain of apprabein $5,000 on this sale leaseback
transaction to be recognized over the term ofélsd using the straight-line method. The unreafimetion of the deferred gain of
approximately $2,000 and $5,000 has been includeddrued liabilities at September 30, 1997 and 18%pectively. At September 30,
1996, approximately $7,000 of receivables fromrtiated party, related to the sale of equipmesetjresiuded in other current assets. In 1¢
the Company recognized approximately $2,000 ofigferred gain on the sale leaseback transaction.

In August 1997, the Company entered into a cafatale of office equipment of approximately $11,6@0n a related party. In January 1998,
the Company loaned $10,000 to an officer of the @amy under a note agreement bearing interest & @sich was originally due in
January 1999 and was extended to January 200Ce@kefber 30, 1998, this note and accrued inteeas been included in other current
assets. Additionally, approximately $14,000 of evypk receivables have been included in other cuassets at September 30, 1998.

In March 1999, the Company issued 150,000 sharesrofmon stock to an officer of the Company in exgeafor a note receivable. These
shares were acquired by exercising stock optiosisvilist over a period of four years. The note biedesest at a rate of 4.83%, is
collateralized by the shares, partially guarantaethe officer and is due in 2003. Under the pledgeeement, the Company has the oblig:
to repurchase any remaining unvested shares, anmbte becomes due upon the officer's terminafiarther, the shares may not be
transferred until they are vested and paid for.
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F5 NETWORKS, INC.
NOTES TO FINANCIAL STATEMENTS (CONTINUED)
11. SUPPLEMENTAL CASH FLOW INFORMATION:

Supplemental disclosure of cash flow informatiosusnmarized below for the years ended September9®7, and 1998, for the period from
February 26, 1996 (inception) to September 30, 1866 for the six months ended March 31, 1998 &991

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

(UNAUDITED) (UNAUDITED)
Noncash investing and financing activities:

Equipment obtained through capital lease.........
Disposal of property and equipment for note and r
accounts payable...........ccooceeiiiennene
Deferred gain on sale leaseback
Series A Convertible Preferred Stock
Conversion of note payable and related accrued in
Series B Convertible
Preferred StOCK......coccovvvcvvvcciieeees $520 $520
Value ascribed to warrants in conjunction with sa le of
Convertible Preferred Shares.................... .~ .. 42 292 292
Value ascribed to warrants issued with note payab le... 109
Conversion of note payable to common stock.......
Note receivable from shareholder for exercise of
Unearned compensation.............cc.ccovvenne
Write-off of accounts receivable.
Cash paid for interest............cccccvvevernenns

209 209
$750
4 238 1,945 252 3,987
30 78
19 30 12 1

F-23



SHARES
[LOGO]

COMMON STOCK

PROSPECTUS

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

, 1999

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

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

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



PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 13. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

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

SEC registration fe€......ccccoeeveevveevcveeeees $ 11,120
NASD filing fee...cccccceeviviiiiiieeee. 4,500
Nasdag National Market listing fee.......c......... .~ ... 95,000
Printing and engraving COStS.......ccccceevvcceeees 120,000
Legal fees and expenses...........cccceeeeeuenenn. 350,000
Accounting fees and expenses..............cccuee. 200,000
Blue Sky fees and expenses.......... 5,000
Transfer Agent and Registrar fees.................. 10,000
Miscellaneous exXpenses.......coceveevcveveennees e 54,380
Total oo, $ 850,000

ITEM 14. INDEMNIFICATION OF DIRECTORS AND OFFICERS

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

Section 23B.08.320 of the WBCA authorizes a corfionao limit a director's liability to the corpdran or its shareholders for monetary
damages for acts or omissions as a director, exeagtrtain circumstances involving intentional aoisduct, knowing violations of law or
illegal corporate loans or distributions, or argnsaction from which the director personally reesia benefit in money, property or services
to which the director is not legally entitled. SentXA of the registrant's Second Amended and RedtArticles of Incorporation, as amenc
by Articles of Amendment (Exhibit 3.1 hereto) cdntaprovisions implementing, to the fullest extpatmitted by Washington law, such
limitations on a director's liability to the regisht and its shareholders.

The registrant has entered into certain indemnificeagreements with its directors and certairtobfficers, the form of which is attached as
Exhibit 10.1 to this Registration Statement anaiporated 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 hereto)\ades for indemnification by the Underwriters oétlegistrant 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 byetftunderwriters for inclusion in this Registratiom@mt®ment.

ITEM 15. RECENT SALES OF UNREGISTERED SECURITIES

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

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

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

(2) In May, August and December 1996 and April 1994 sold an aggregate of 400,000 shares of S&riesnvertible Preferred Stock to
certain investors at an aggregate purchase pri#,200,000 or $3.00 per share.

(3) From April 16, 1997 to February 25, 1999, F5 Issued warrants to purchase an aggregate of 831 2hares of common stock with a
weighted average exercise price of $0.75.

(4) In September, October and November 1997, Fbawolaggregate of 1,250,000 shares of Series BeTulple Preferred Stock to certain
investors at an aggregate purchase price of $200@r $1.60 per share.

(5) On April 15, 1998, F5 sold an aggregate of 258,shares of Series C Convertible Preferred Stwckrtain investors 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 ConvertiblerPed Stock to certain investors at
an aggregate purchase price of $7,729,994 or $&iShare.

ITEM 16. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) EXHIBITS

1.1+ Form of Underwriting Agreement.

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

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

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

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

Registration Statement.

4.1* Specimen Common Stock Certificate.

5.1+ Opinion of Cooley Godward LLP.

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

10.2* 1998 Equity Incentive Plan.

10.3* Form of Option Agreement under the 1998 Equi ty Incentive Plan.
10.4* 1999 Employee Stock Purchase Plan.
10.5* Amended and Restated Directors' Nonqualified Stock Option Plan.
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10.6* Form of Option Agreement under the Amended
Nonqualified Stock Option Plan.

10.7* Amended and Restated 1996 Stock Option Plan

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

10.9* 1999 Non-Employee Directors' Stock Option P

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

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

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

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

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

10.17* Form of Common Stock Purchase Warrant.

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

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

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

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

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

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

23.1 Consent of PricewaterhouseCoopers LLP, Inde

23.2+ Consent of Counsel (included in Exhibit 5.1

24.1* Power of Attorney (contained on signature p

27.1 Financial Data Schedule.

+ To be filed by amendment.

* Previously filed.

ITEM 17. UNDERTAKINGS
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The registrant hereby undertakes to provide tdtheerwriters at the closing specified in the Undiimg Agreement certificates in such
denominations and registered in such names asreeloy the Underwriters to permit prompt delivasyetich purchaser.

Insofar as indemnification by the registrant fabiiities arising under the Securities Act may kenpitted to directors, officers and controlli
persons of the registrant pursuant to the provssion
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referenced in Item 14 of this Registration Statenoemtherwise, the registrant has been advisedrtihe opinion of the Securities and
Exchange Commission such indemnification is agginbtic policy as expressed in the Securities Ang is, therefore, unenforceable. In the
event that a claim for indemnification against slighilities (other than the payment by the registrof expenses incurred or paid by a
director, officer, or controlling person of the iggant in the successful defense of any actioib osproceeding) is asserted by such director,
officer or controlling person in connection withetbecurities being registered hereunder, the ragiswill, unless in the opinion of its counsel
the matter has been settled by controlling prededebmit to a court of appropriate jurisdictior t(uestion whether such indemnification by
it is against public policy as expressed in theuites Act and will be governed by the final adgation of such issue.

The registrant hereby undertakes that:

(1) For purposes of determining any liability untfee Securities Act, the information omitted frome form of Prospectus filed as part of this
Registration Statement in reliance upon Rule 4306& @ntained 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 dhetime 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 such securities at that time shall
be deemed to be the initial bona fide offering ¢loér
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SIGNATURES

Pursuant to the requirements of the SecuritiesoA&033, as amended, the registrant has duly cabsedmendment No. 1 to the
Registration Statement to be signed on its behyalhe undersigned, thereinto duly authorized, ety of Seattle, State of Washington, on
the 23rd day of April, 1999.

F5 NETWORKS, INC.

By: *

Jeffrey S. Hussey
CHIEF EXECUTIVE OFFICER AND PRESIDENT

Pursuant to the requirements of the SecuritiesoAtB33, as amended, this Amendment No. 1 to tlggsRation Statement has been signed
by the following persons in the capacities andrendates indicated:

SIGNATURE TITLE DATE
Chairman of the Boa rd,
* Chief Executive O fficer
and President (Pr incipal  April 23, 1999
Jeffrey S. Hussey Executive Officer
Vice President of F inance,
/s/ ROBERT J. CHAMBERLAIN Chief Financial O fficer
and Treasurer (Pr incipal  April 23, 1999
Robert J. Chamberlain Finance and Accou nting
Officer)
*
Director April 23, 1999

Carlton G. Amdahl

*

Director April 23, 1999
Kimberly D. Davis
*
Director April 23, 1999
Alan J. Higginson
*
Director April 23, 1999
Sonja L. Hoel
*
Director April 23, 1999
Kent L. Johnson
*By: /sl ROBERT J. CHAMBERLAIN

Robert J. Chamberlain
(ATTORNEY-IN-FACT)
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F5 NETWORKS, INC.
EARLY EXERCISE STOCK PURCHASE AGREEMENT

THIS AGREEMENT is made by and between F5 Netwolks, a Washington corporation with principal officeocated at 200 First Avenue
West, Suite 500, Seattle, WA 98119 ("Company"), BRoblert Chamberlain, 1927 45th Ave. SW, Seattle, ¥8A16 ("Purchaser").

BACKGROUND

The Company has two plans, the Amended and Rest8&8iStock Option Plan ("1996 Plan") and the 1888ity Incentive Plan ("1998
Plan") pursuant to which the Company may grantomstito purchase shares of the Company's commok §@ommon Stock"). Purchaser
holds an option dated March 2, 1999 to purchasg0B0shares of Common Stock of the Company purgoghe 1996 Plan ("1996 Option")
and an option to purchase 100,000 shares of Con8tawk pursuant to the 1998 Plan ("1998 Option"tH=af the 1996 and 1998 Options
consist of a Stock Option Grant Notice, a Stocki@pExercise Notice and a Stock Option Agreeme@pfion Documents"). Each of the
1996 and the 1998 Plans may be referred to hesdinea'Plan."

Purchaser wishes to exercise the 1996 Option an@988 Option on the terms and conditions contalmezdin; to take advantage of the early
exercise provisions of the respective Stock Opfigreements and therefore to enter into this Agregme

NOW, THEREFORE, IT IS AGREED between the partiefodlews:

1. INCORPORATION OF PLAN AND OPTION DOCUMENTS BY FHERENCE. For the 1996 Option, this Agreement igestttio all of
the terms and conditions contained in the 1996 Bfahthe applicable Option Documents. For the X988on, this Agreement is subject to
all of the terms and conditions contained in th@88LBlan and the applicable Option Documents. Ifeli®a conflict between the terms of this
Agreement and the applicable Option Documents hadarms of the applicable Plan, the terms of gi@able Plan will control. If there is
conflict between the terms of this Agreement artéims of the applicable Option Documents, thmsesf the Option will control. Defined
terms not explicitly defined in this Agreement blefined in the applicable Plan will have the samfnitions as in that Plan. Defined terms
not explicitly defined in this Agreement or the Apable Plan but defined in the Option will have ttame definitions as in the Option.

2. PURCHASE AND SALE OF COMMON STOCK.

(&) AGREEMENT TO PURCHASE AND SELL COMMON STOCK. Rhaser hereby agrees to purchase from the Compadythe
Company hereby agrees to sell to Purchaser, aegaftgrof One Hundred Fifty Thousand (150,000) shaf€ommon Stock at $5.00 per
share, pursuant to the Exercise Notices executdtlbghaser in the form included with the Option ments, for an aggregate purchase |
of $750,000 payable by a Promissory Note in thenfattached to this Agreement as Exhibit A (the ‘@ptand subject to a pledge in the fi
attached to this Agreement as Exhibit B.

(b) CLOSING. The closing for this purchase, inchglpayment for and delivery of the Common StocH, @gcur at the offices of the
Company immediately following the execution of thigreement, or at such other time and place apdh#ées may mutually agree.

Chamberlain
Early exercise
March 8, 199¢



3. UNVESTED SHARE REPURCHASE OBLIGATION

(&) REPURCHASE OBLIGATION. In the event Purchas@tmtinuous Employment, as defined in the 1996 RlaContinuous Service, as
defined in the 1998 Plan, as applicable, terminatesn the Company will have an obligation (the gRehase Obligation™) to, within 30 days
of such termination, repurchase from PurchasewuocHaser's personal representative, as the caseen#lyose shares that Purchaser receivec
pursuant to the exercise of the Option that hateaget vested as of such termination date inrdeome with the Vesting Schedule indicated
on Purchaser's respective Stock Option Grant Nofitee "Unvested Shares"). The Repurchase Obligdie@s not apply to any shares that
have vested, and the Company will have no righépaurchase any such vested shares.

(b) SHARES REPURCHASABLE AT PURCHASER'S ORIGINAL ERCISE PRICE. The Company will repurchase all or @fithe
Unvested Shares at a price ("Option Price") equitié Purchaser's Exercise Price for such shariesligated on Purchaser's Stock Option
Grant Notices.

4. REPURCHASE. The Company will be entitled to f@yany shares of Common Stock purchased pursaatst Repurchase Obligation at
the Company's option in cash or by offset againgtiadebtedness owing to the Company by Purchasguding without limitation any Not
given in payment for the Common Stock), or by a bomation of both. Upon payment of the purchaseepiricany of the ways described
above, the Company will become the legal and beia¢fhwner of the Common Stock being repurchased véill have the right to transfer to
its own name the Common Stock being repurchasetouti further action by Purchaser.

5. CAPITALIZATION ADJUSTMENTS TO COMMON STOCK. Inhe event of a "Capitalization Adjustment" affectithg Company's
outstanding Common Stock as a class as desigmatkd Plan, then any and all new, substituted ditiadhal securities or other property to
which Purchaser is entitled by reason of Purches@rhership of Common Stock will be immediatelyjsabto the Repurchase Obligation
and be included in the word "Common Stock" forpaifposes of the Repurchase Obligation with the dance and effect as the shares of the
Common Stock presently subject to the Repurchasigd&ibn, but only to the extent the Common Stagkait the time, covered by such
Repurchase Obligation. While the total Option Prickremain the same after each such event, thioo®@Price per share of Common Stock
upon repurchase pursuant to the Repurchase Obligatil be appropriately adjusted.

6. CHANGE IN CONTROL. In the event of a "Changedantrol" as designated in the applicable Plan, therRepurchase Obligation may
be assigned by the Company to the successor @dhgany (or such successor's parent company)yifiaconnection with such Change in
Control. To the extent the Repurchase Obligationaias in effect following such Change in Controlyill apply to the new capital stock or
other property received in exchange for the Com®imtk in consummation of the Change in Control,dnly to the extent the Common
Stock was at the time covered by such right. Appate adjustments will be made to the price perespayable upon repurchase pursuant to
the Repurchase Obligation to reflect the Chandeantrol upon the Company's capital structure; mtedli however, that the aggregate Op
Price will remain the same.

7. DELIVERY OF STOCK ASSIGNMENTS AND CERTIFICATE®s security for Purchaser's performance underetrag of this
Agreement and to insure the availability for defivef Purchaser's Common Stock upon repurchaseiaat$o the Repurchase Obligation,
Purchaser agrees, at the closing described in

Section 2(b) above, to deliver to the Company tliggeigned stock assignments (with date and numbghares blank) in the form attached
to this Agreement as Exhibit C, together with difieate or certificates evidencing all of the CommStock subject to the Repurchase
Obligation; such documents are to be held by the@my until the possibility of any Repurchase Cddiign has lapse



provided however, that if Purchaser makes paynmamtie Promissory Note of even date herewith iarapunt equal to the Option Price for
any number of vested shares, the Company will deofurchaser with certificates evidencing any sinares at the time such payments are
made.

8. RIGHTS OF PURCHASER. Subject to the provisiohthe applicable Option Documents, Purchaser wilreise all rights and privileges
of a shareholder of the Company with respect testtazes held by the Company. Purchaser will be ddembe the holder of the shares for
purposes of receiving any dividends that may bd path respect to such shares and for purposesastising any voting rights relating to
such shares, even if some or all of such shares hatvyet vested and been released from the CorigpBepurchase Obligation.

9. LIMITATIONS ON TRANSFER. In addition to any othBmitation on transfer created by applicable s#ims laws, Purchaser will not
sell, assign, hypothecate, donate, encumber oneitedispose of any interest in the Common Stoletenthe Common Stock is subject to
the Repurchase Obligation except for transfersttast for the benefit of Purchaser's minor chitdpeovided that the trust will be subject to
the terms of this Agreement. After any Common Stoa& been released from the Repurchase Oblig&ioxhaser and such trust will not
sell, assign, hypothecate, donate, encumber ornwitedispose of any interest in the Common Sto@ept in compliance with the provisio
of this Agreement and applicable securities laws.

10. RESTRICTIVE LEGENDS. All certificates represagtthe Common Stock will be endorsed with legeindsubstantially the following
forms :

(a) "THE SHARES REPRESENTED BY THIS CERTIFICATE ARBUBJECT TO A REPURCHASE OBLIGATION SET FORTH IN AN
AGREEMENT BETWEEN THE COMPANY AND THE REGISTERED HDER, OR SUCH HOLDER'S PREDECESSOR IN INTERE
A COPY OF WHICH IS ON FILE AT THE PRINCIPAL OFFICBF THIS COMPANY. ANY TRANSFER OR ATTEMPTED TRANSFE
OF ANY SHARES SUBJECT TO SUCH OBLIGATION IS VOID WHOUT THE PRIOR EXPRESS WRITTEN CONSENT OF THE
COMPANY."

(b) "THE SHARES REPRESENTED BY THIS CERTIFICATE HAWOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933 AS AMENDED. THEY MAY NOT BE SOLD, OFFERED FORALE, PLEDGED OR HYPOTHECATED IN THE ABSENCE OF /
EFFECTIVE REGISTRATION STATEMENT AS TO THE SECURHES UNDER SAID ACT OR AN OPINION OF COUNSEL
SATISFACTORY TO THE COMPANY THAT SUCH REGISTRATIONs NOT REQUIRED."

(c) Any legend required by appropriate blue skycidfs.

11. INVESTMENT REPRESENTATIONS. In connection witte purchase of the Common Stock, Purchaser regsetsethe Company the
following:

(a) Purchaser is aware of the Company's businésissadind financial condition and has acquiredisidgifit information about the Company to
reach an informed and knowledgeable decision taieethe Common Stock. Purchaser is acquiring th@@on Stock for investment for
Purchaser's own account only and not with a viewtitdor resale in connection with, any "distrilout? thereof within the meaning of the
Securities Act.

(b) Purchaser understands that the Common Stockdidseen registered under the Securities Act Bgae of a specific exemption
therefrom, which exemption depends upon, among ¢iiiregs, the bona fide nature of Purchaser's tinvest intent as expressed hert



(c) Purchaser further acknowledges and understhatishe Common Stock must be held indefinitelyeaalthe Common Stock is
subsequently registered under the Securities Aaha@xemption from such registration is availaBlerchaser further acknowledges and
understands that the Company is under no obligatioagister the Common Stock. Purchaser understiédad the certificate evidencing the
Common Stock will be imprinted with a legend thadtpbits the transfer of the Common Stock unlessGbommon Stock is registered or s
registration is not required in the opinion of ceehfor the Company.

(d) Purchaser is familiar with the provisions ofl@a144 and 701, under the Securities Act, asfecefrom time to time, which, in substance,
permit limited public resale of "restricted sedest acquired, directly or indirectly, from the ugs thereof (or from an affiliate of such issu

in a nonpublic offering subject to the satisfaction of eémtconditions. Rule 701 provides that if the issygalifies under Rule 701 at the til
of issuance of the securities, such issuance withtempt from registration under the Securities Kcthe event the Company becomes
subject to the reporting requirements of SectiowrlB5(d) of the Securities Exchange Act of 1984, decurities exempt under Rule 701 may
be sold by Purchaser ninety (90) days thereafidjest to the satisfaction of certain of the coiodis specified by Rule 144 and the market
stand-off provision described in Section 12 belbwthe event that the sale of the Common Stock doesgualify under Rule 701 at the time
of purchase, then the Common Stock may be resoflbghaser in certain limited circumstances sulietite provisions of Rule 144, which
requires, among other things: (i) the availabitifycertain public information about the Company &i)dhe resale occurring following the
required holding period under Rule 144 after thecRaser has purchased, and made full payment dfifwthe meaning of Rule 144), the
securities to be sold.

(e) Purchaser further understands that at the iurehaser wishes to sell the Common Stock therebmayo public market upon which to
make such a sale, and that, even if such a puldikehthen exists, the Company may not be satigfifia current public current information
requirements of Rule 144 or 701, and that, in sw@nt, Purchaser would be precluded from sellieg@bmmon Stock under Rule 144 or~
even if the minimum holding period requirement bhaen satisfied.

12. MARKET STAND-OFF AGREEMENT. By exercising thg@on Purchaser agrees that the Company (or agepiative of the
underwriters) may, in connection with any undenaritregistration of the offering of any securitidghe Company under the Securities Act,
require that the Purchaser not sell, dispose arfisfier, make any short sale of, grant any optiothf® purchase of, or enter into any hedgin
similar transaction with the same economic effeca gale, any shares of Common Stock or otheriieswsf the Company held by Purcha
for a period of time specified by the underwritgifsot to exceed one hundred eighty (180) day®viohg the effective date of the
registration statement of the Company filed untler$ecurities Act. Purchaser further agrees towegeand deliver such other agreements as
may be reasonably requested by the Company af#/amderwriter(s) that are consistent with thedoieg or that are necessary to give
further effect thereto. In order to enforce theefing covenant, the Company may impose stop-gairsftructions with respect to
Purchaser's Common Stock until the end of suclogeri

13. SECTION 83(b) ELECTION. Purchaser understahds $ection 83(a) of the Code, taxes as ordinagnie the difference between the
amount paid for the Common Stock and the fair markie of the Common Stock as of the date anyictisnhs on the Common Stock lap

In this context, "restriction" includes the rigtitthe Company to buy back the Common Stock purstaatite Repurchase Obligation set forth
above. Purchaser understands that Purchaser nehyeelse taxed at the time the Common Stock islmaged, rather than when and as the
Repurchase Obligation expires, by filing an elettimder Section

83(b) (an "83(b) Election") of the Code with thédmal Revenue Servic



within thirty (30) days from the date of purchaBeen if the fair market value of the Common Stottha time of the execution of this
Agreement equals the amount paid for the CommockSthe 83(b) Election must be made to avoid incoméer Section 83(a) in the future.
Purchaser understands that failure to file suc83gh) Election in a timely manner may result in @e tax consequences for Purchaser.
Purchaser further understands that Purchaser iteuanfadditional copy of such 83(b) Election wlitls or her federal income tax return for
the calendar year in which the date of this Agre®rfadls. Purchaser acknowledges that the foregmimmly a summary of the effect of
United States federal income taxation with respegiurchase of the Common Stock hereunder, andramqsurport to be complete.
Purchaser further acknowledges that the Companginasted Purchaser to seek independent advicediegahe applicable provisions of t
Code, the income tax laws of any municipality,estat foreign country in which Purchaser may reséhe] the tax consequences of Purche
death. Purchaser assumes all responsibility fimgfiin 83(b) Election and paying all taxes resglfiom such election or the lapse of the
restrictions on the Common Stock.

14. REFUSAL TO TRANSFER. The Company will not bguiged (a) to transfer on its books any sharesamfi@on Stock of the Company
which have been transferred in violation of anyhaf provisions set forth in this Agreement or

(b) to treat as owner of such shares or to ac¢wdight to vote as such owner or to pay dividandsny transferee to whom such shares will
have been so transferred.

15. NO EMPLOYMENT RIGHTS. This Agreement is notemployment contract and nothing in this Agreemeailitaffect in any manner
whatsoever the right or power of the Company (paent or subsidiary of the Company) to terminatecRaser's employment for any reason
at any time, with or without cause and with or with notice.

16. MISCELLANEOUS.

(a) NOTICES. Any notice required or permitted hexder will be given in writing and will be deemedesttively given upon personal delive

or sent by telegram or fax or upon deposit in tintédl States Post Office, by registered or cedifigil with postage and fees prepaid,
addressed to the other party at such party's agldeefirst written above, or at such other addasssuch party may designate by ten (10) days'
advance written notice to the other party.

(b) SUCCESSORS AND ASSIGNS. This Agreement willrento the benefit of the successors and assigtieedompany and, subject to the
restrictions on transfer herein set forth, be bigdipon Purchaser, Purchaser's successors, agdsasgie Company may assign the
Repurchase Obligation hereunder at any time or fioma to time, in whole or in part.

(c) ATTORNEYS' FEES; SPECIFIC PERFORMANCE. Purchagd reimburse the Company for all costs incurlgdthe Company in
enforcing the performance of, or protecting ithtiggunder, any part of this Agreement, includingsmnable costs of investigation and
attorneys' fees. It is the intention of the partfest the Company, upon exercise of the RepurcBatigation and payment of the Option Pri
pursuant to the terms of this Agreement, will batkenl to receive the Common Stock, in specie,riteo to have such Common Stock
available for future issuance without dilution b&tholdings of other shareholders. Furthermoiie,ékpressly agreed between the parties that
money damages are inadequate to compensate thea@pifgr the Common Stock and that the Company wilgn proper exercise of the
Repurchase Obligation, be entitled to specific m&ment of its rights to purchase and receive Gaithmon Stock.

(d) GOVERNING LAW; VENUE. This Agreement will be gerned by and construed in accordance with the &ivise State of Washingto
The parties agree that any action brought by efthety to interpret or enforce any provision okthigreement will be brought in, and each
party agrees tc



and does hereby, submit to the jurisdiction andueenf, the appropriate state or federal courthierdistrict encompassing the Company's
principal place of business.

(e) FURTHER EXECUTION. The parties agree to takesath further action(s) as may reasonably be sacgso carry out and consummate
this Agreement as soon as practicable, and tovwhlgever steps may be necessary to obtain any meertal approval in connection with or
otherwise qualify the issuance of the securitias$ #ne the subject of this Agreement.

() REVIEW BY COUNSEL. Purchaser has been providéith an opportunity to consult with Purchaser's aennsel with respect to this
Agreement.

(g) ENTIRE AGREEMENT; AMENDMENT. This Agreement cstitutes the entire agreement between the paritbsr@spect to the subject
matter hereof and supersedes and merges all gieements or understandings, whether written dr ©hés Agreement may not be amenc
modified or revoked, in whole or in part, exceptadsyagreement in writing signed by each of theigmhereto.

(h) SEVERABILITY. If one or more provisions of thigreement are held to be unenforceable undercgipé law, the parties agree to
renegotiate such provision in good faith. In thergvhat the parties cannot reach a mutually abtee@and enforceable replacement for such
provision, then (i) such provision will be excludiedm this Agreement, (ii) the balance of the Agneait will be interpreted as if such
provision were so excluded and (iii) the balancéhefAgreement will be enforceable in accordandé s terms.

(i) COUNTERPARTS. This Agreement may be executetivimor more counterparts, each of which will bemed an original and all of
which together will constitute one instrument.

IN WITNESS WHEREOF, the parties hereto have exeatthis Agreement as of March 10, 1999.
F5 NETWORKS, INC.

By /sl Jeffrey Hussey

Jeffrey Hussey
Presi dent and Chief Executive Oficer

PURCHASER

/'s/ Robert Chanberl ain

Robert Chanberl ain



EXHIBIT A

PROMISSORY NOTE



PROMISSORY NOTE
$750,000 Seattle, WA March 10, 1999

FOR VALUE RECEIVED, the undersigned hereby uncadondilly promises to pay to the order of F5 Netwoiks, a Washington
corporation (the "Company"), at 200 First Avenuesty&uite 500, Seattle, WA 98119, or at such gtkeze as the holder hereof may
designate in writing, in lawful money of the Unit8tates of America and in immediately availabledfurthe principal sum of Seven Hundred
Fifty Thousand Dollars ($750,000) together witheietst accrued from the date hereof on the unpaidipal at the rate of 4.83% per annum,
or the maximum rate permissible by law (which unttierlaws of the State of Washington will be deeiteeble the laws relating to permissi
rates of interest on commercial loans), whicheséess, as follows:

PRINCIPAL REPAYMENT. The outstanding principal anmbinereunder will be due and payable in full on tha®, 2003.

INTEREST PAYMENTS. Interest will be payable qualygen arrears and will be calculated on the ba$ia 860-day year for the actual
number of days elapsed,;

PROVIDED, HOWEVER, that in the event that the ursitpred's employment by or association with the Camypor its Affiliate is
terminated for any reason prior to payment in édilthis Note, this Note will be accelerated andrathaining unpaid principal and interest \
become due and payable within 30 days after suatiriation.

If the undersigned fails to pay any of the printigad accrued interest when due, the Companys able option, will have the right to
accelerate this Note, in which event the entiraqipial balance and all accrued interest will becammaediately due and payable, and
immediately collectible by the Company pursuarapplicable law.

This Note may be prepaid at any time without pgnaltl money paid toward the satisfaction of thist® will be applied first to the payment
of interest as required hereunder and then todtiement of the principal.

The full amount of this Note is secured by a pledfjghares of Common Stock of the Company, andbgest to all of the terms and
provisions of the Early Exercise Stock PurchasesAgrent and Stock Pledge Agreement of even datevitielgetween the undersigned and
the Company. The Company will have recourse agaungt Common Stock for the entire principal amanirihis Note and against the
undersigned for the first 20% of the principal amodue and for all interest accrued under this Nobe Company will have no recourse
against the undersigned for the last 80% of thecgzal amount due under this Note.

The undersigned hereby represents and agreesi¢hatounts due under this Note are not consumér aledb are not incurred primarily for
personal, family or household purposes, but arédisiness and commercial purposes only.

-1-



The undersigned hereby waives presentment, pratelshotice of protest, demand for payment, notfadistnonor and all other notices or
demands in connection with the delivery, acceptapedormance, default or endorsement of this Note.

The holder hereof will be entitled to recover, &nel undersigned agrees to pay when incurred, sts@nd expenses of collection of this N
including without limitation, reasonable attornefgss.

This Note will be governed by, and construed, esédrand interpreted in accordance with, the lanth@fState of Washington, excluding
conflict of laws principles that would cause thelagation of laws of any other jurisdiction.

Signed /s/ Robert Chanberlain

ROBERT CHAMBERLAI N
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EXHIBIT B

PLEDGE AGREEMENT



STOCK PLEDGE AGREEMENT

THIS STOCK PLEDGE AGREEMENT ("Pledge Agreement"jriade by Robert Chamberlain, 1927 45th Ave SW,tee&lYA 98116
("Pledgor"), in favor of F5 Networks, Inc. a Wastion corporation with its principal place of busieat 200 First Avenue, West, Seattle,
WA 98119 ("Pledgee").

WHEREAS, Pledgor has concurrently herewith execthaticertain Promissory Note (the "Note") in fawbiPledgee in the amount of Seven
Hundred Fifty Thousand Dollars ($750,000) in payt@rthe purchase price of One Hundred Fifty Thowlsél 50,000) shares of the
Common Stock of Pledgee; and

WHEREAS, Pledgee is willing to accept the Note frBtadgor, but only upon the condition, among othirat Pledgor will have executed
and delivered to Pledgee this Pledge Agreementtan@ollateral (as defined below):

NOW, THEREFORE, in consideration of the foregoiagitals and for other good and valuable considemathe receipt and adequacy
which are hereby acknowledged, and intending tledally bound, Pledgor hereby agrees as follows:

1. As security for the full, prompt and completgp@nt and performance when due (whether by statgdrity, by acceleration or otherwise)
of all indebtedness of Pledgor to Pledgee createléiithe Note (all such indebtedness being thediliti@s"), together with, without
limitation, the prompt payment of all expenses|uding, without limitation, reasonable attorneyee$ and legal expenses, incidental to the
collection of the Liabilities and the enforcemenpootection of Pledgee's lien in and to the celial pledged hereunder, Pledgor hereby
pledges to Pledgee, and grants to Pledgee, afiosity security interest in the following collate ("Pledged Collateral”): One Hundred Fifty
Thousand (150,000) shares of Common Stock of Pedgmesented by Certificate number (the "Pledged Shares"), and all
dividends, cash, instruments, and other properfyraceeds from time to time received, receivabi@tberwise distributed in respect of or in
exchange for any or all of the Pledged Shares;

The term "indebtedness" is used herein in its roostprehensive sense and includes any and all agsagdebts, obligations and Liabilities
heretofore, now or hereafter made, incurred ortetkavhether voluntary or involuntary and whethee dr not due, absolute or contingent,
liquidated or unliquidated, determined or undetaedi and whether recovery upon such indebtednegdenar hereafter becomes
unenforceable.

2. At any time, without notice, and at the expewoisBledgor, Pledgee in its name or in the namésaiominee or of Pledgor may, but will not
be obligated to: (1) collect by legal proceedingstherwise all dividends (except cash dividendepthan liquidating dividends), interest,
principal payments and other sums now or herepfigable upon or on account of said Pledged Codlhté?) enter into any extension,
reorganization, deposit, merger or consolidatiore@gent, or any agreement in any wise relating &ffecting the Pledged Collateral, and in
connection therewith may deposit or surrender obotrsuch Pledged Collateral thereunder, accdmrgiroperty in exchange for such
Pledged Collateral and do and perform such actghangs as it may deem proper, and any money qrguty received in exchange for such
Pledged Collateral will be applied to the indebtesinor thereafter held by it pursuant to the prongshereof; (3) insure, process and preserve
the Pledged Collatere



(4) cause the Pledged Collateral to be transféorés name or to the name of its nominee; (5) @geras to such Pledged Collateral all the
rights, powers and remedies of an owner, excepsthiong as no default exists under the Note ceureder Pledgor will retain all voting
rights as to the Pledged Shares.

3. Pledgor agrees to pay prior to delinquencyaakks, charges, liens and assessments againsetigeRICollateral, and upon the failure of
Pledgor to do so, Pledgee at its option may paycditlyem and will be the sole judge of the legatityalidity thereof and the amount
necessary to discharge the same.

4. At the option of Pledgee and without necesdfitgammand or notice, all or any part of the indebtsxs of Pledgor will immediately become
due and payable irrespective of any agreed matunitgn the happening of any of the following eve(it} failure to keep or perform any of
the terms or provisions of this Pledge Agreemedjtfdilure to pay any installment of principal atérest on the Note when due; (3) the levy
of any attachment, execution or other process apie Pledged Collateral; or (4) the insolvenoymmission of an act of bankruptcy, gen
assignment for the benefit of creditors, filingaofy petition in bankruptcy or for relief under g®visions of Title 11 of the United States
Code of, by, or against Pledgor.

5. In the event of the nonpayment of any indebtesimehen due, whether by acceleration or othenwisepon the happening of any of the
events specified in the last preceding sectiorddgde may then, or at any time thereafter, at éstiein, apply, set off, collect or sell in one or
more sales, or take such steps as may be necésdigyidate and reduce to cash in the hands afd@le in whole or in part, with or without
any previous demands or demand of performancetaenar advertisement, the whole or any part ofRlelged Collateral in such order as
Pledgee may elect, and any such sale may be miqwe &i public or private sale at its place of hass or elsewhere, or at any broker's board
or securities exchange, either for cash or upoditcoe for future delivery; provided, however, thiasuch disposition is at private sale, then
the purchase price of the Pledged Collateral veileljual to the public market price then in effectjf at the time of sale no public market for
the Pledged Collateral exists, then, in recognitibthe fact that the sale of the Pledged Colldteoald have to be registered under the
Securities Act of 1933 and that the expenses di segistration are commercially unreasonable fertyipe and amount of collateral pledged
hereunder, Pledgee and Pledgor hereby agree tttapsivate sale will be at a purchase price mujuadireed to by Pledgee and Pledgor or, if
the parties cannot agree upon a purchase priae athee purchase price established by a majoritiirele independent appraisers
knowledgeable of the value of such collateral, mamed by Pledgor within ten (10) days after writtequest by the Pledgee to do so, one
named by Pledgee within such 10-day period, andhihe named by the two appraisers so selectedh, tvét appraisal to be rendered by such
body within thirty (30) days of the appointmenttloé third appraiser. The cost of such appraisaluding all appraiser's fees, will be charged
against the proceeds of sale as an expense okalelPledgee may be the purchaser of any oreadiget Collateral so sold and hold the s
thereafter in its own right free from any claimRiédgor or right of redemption. Demands of perfarog notices of sale, advertisements and
presence of property at sale are hereby waivedPsdbee is hereby authorized to sell hereundeesitgnce of debt pledged to it. Any
officer or agent of Pledgee may conduct any saleuraler.

6. The proceeds of the sale of any of the Pledg#i@di€ral and all sums received or collected bydgé= from or on account of such Pledged
Collateral will be applied by Pledgee to the paytridrexpenses incurred or paid by Pledgee in cdiorewith any sale, transfer or delivery
of the Pledged Collateral, to the payment of aimgotosts, charges, attorneys' fees or expenseasomesh herein, and to the payment of the
indebtedness or any part hereof, all in such caddrmanner as Pledgee in its discretion may deterrRiledgee will then pay any balance to
Pledgor.



7. Upon the transfer of all or any part of the intdelness Pledgee may transfer all or any parteoPtedged Collateral and will be fully
discharged thereafter from all liability and resgibility with respect to such Pledged Collateratrsmsferred, and the transferee will be
vested with all the rights and powers of Pledgeetmeder with respect to such Pledged Collateradestsferred; but with respect to any
Pledged Collateral not so transferred Pledgeeretilin all rights and powers hereby given.

8. Until all indebtedness will have been paid ith flue power of sale and all other rights, powerd eemedies granted to Pledgee hereunder
will continue to exist and may be exercised by Bésdat any time and from time to time irrespectithe fact that the indebtedness or any
part thereof may have become barred by any stafdimitations, or that the personal liability ofddgor may have ceased.

9. Pledgee agrees that so long as no default exislisr the Note or hereunder, the Pledged Shatksipon the request of Pledgor, be
released from pledge as the indebtedness is paath. 18leases will be at the rate of one sharedohn €&ive Dollars ($5.00) of principal amo
of indebtedness paid.

10. Pledgee may at any time deliver the Pledgethteohl or any part thereof to Pledgor and theiptad Pledgor will be a complete and full
acquittance for the Pledged Collateral so deliveaed Pledgee will thereafter be discharged frognliahility or responsibility therefor.

11. The rights, powers and remedies given to Pletigehis Pledge Agreement will be in addition Haights, powers and remedies given to
Pledgee by virtue of any statute or rule of lawyAorbearance or failure or delay by Pledgee irr@g@ng any right, power or remedy
hereunder will not be deemed to be a waiver of sigttt, power or remedy, and any single or pasiarcise of any right, power or remedy
hereunder will not preclude the further exercisrdof; and every right, power and remedy of Pledgéeontinue in full force and effect
until such right, power or remedy is specificallgived by an instrument in writing executed by Pklg

12. If any provision of this Pledge Agreement itdhe be unenforceable for any reason, it will Hguated, if possible, rather than voided in
order to achieve the intent of the parties to tkterdt possible. In any event, all other provisiohthis Pledge Agreement will be deemed valid
and enforceable to the full extent possible.

13. This Pledge Agreement will be governed by, @mstrued in accordance with, the laws of the SthWashington as applied to contracts
made and performed entirely within the State of Mifagton by residents of such State.

Dat ed: March 10, 1999 PLEDGOR
/'s/ Robert Chanberl ain

Robert Chanberl ain



EXHIBIT C

STOCK ASSIGNMENT SEPARATE FROM CERTIFICATE



STOCK ASSIGNMENT SEPARATE FROM CERTIFICATE

FOR VALUE RECEIVED, Robert Chamberlain hereby sallssigns and transfers unto F5 Networks, Inc.aghivigton corporation (the
"Company"), pursuant to the Repurchase Obligatiwteu that certain Early Exercise Stock Purchaseément, dated March 10, 1999 by
between the undersigned and the Company (the "Agret), ( ) shar€swifmon Stock of the
Company standing in the undersigned's name ondblkstof the Company represented by Certificate No(s and does
hereby irrevocably constitute and appoint the CamijsaSecretary attorney to transfer such CommookSia the books of the Company with
full power of substitution in the premises. Thissigment may be used only in accordance with abgesuto the terms and conditions of the
Agreement, in connection with the repurchase ofeshaf Common Stock issued to the undersigned patga the Agreement, and only to
the extent that such shares remain subject to tinep@ny's Repurchase Obligation under the Agreement.

Dat ed:

/'s/ Robert Chanberl ain

Robert Chanberl ain
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CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the use in this RegistrattateBient on Form S-1 of our reports dated April999 relating to the financial statements

of F5 Networks, Inc., which appear in such RegigtraStatement. We also consent to the referemcas tinder the headings "Experts" and
"Selected Financial Data" in such Registration tegnt.

PricewaterhouseCoopers LLP

Seattle, Washington
April 23, 1999



ARTICLE 5

PERIOD TYPE 12 MO¢S 6 MOS
FISCAL YEAR END SEP 30 199 SEP 30 199
PERIOD START OCT 01 199 OCT 01 199
PERIOD END SEP 30 199 MAR 31 199¢
CASH 6,20¢ 2,46(
SECURITIES 0 0
RECEIVABLES 2,41¢ 3,92¢
ALLOWANCES 382 55C
INVENTORY 99 39¢€
CURRENT ASSET¢ 8,587 7,07C
PP&E 997 1,712
DEPRECIATION 31C 49¢
TOTAL ASSETS 9,432 8,51¢
CURRENT LIABILITIES 1,82¢ 4 ,50¢
BONDS 0 0
PREFERRED MANDATORY 7,68¢ 7,68¢
PREFERREL 4,197 4,197
COMMON 2,87 8,13-
OTHER SE (7,152 (16,010
TOTAL LIABILITY AND EQUITY 9,432 8,51¢
SALES 4,88¢ 6,457
TOTAL REVENUES 4,88¢ 6,457
CGS 1,40¢ 2,02¢
TOTAL COSTS 7,152 9,67¢
OTHER EXPENSE¢ 0 0
LOSS PROVISION 0 0
INTEREST EXPENSE 41 (89)2
INCOME PRETAX (3,672 (5,159
INCOME TAX 0 0
INCOME CONTINUING (3,672 (5,159
DISCONTINUED 0 0
EXTRAORDINARY 0 0
CHANGES 0 0
NET INCOME (3,672 (5,159
EPS PRIMARY (0.60' (0.82
EPS DILUTED (0.60 (0.82
1 *Net of Interest Income of $38

2 **Net of Interest Income of $¢
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