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NETWORES

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS

To Be Held on April 20, 2001

TO SHAREHOLDERS OF F5 NETWORKS, INC.:

The Annual Meeting of shareholders of F5 Neksplnc. (the “Company™ill be held on April 20, 2001
9:00 a.m. Pacific time at the W Hotel, 1112 Fouktlenue, Seattle, Washington 98101 for the following
purposes, as more fully described in the accompagnyroxy Statemen

1. To elect two Class 2 directors to hold officdiluthe 2004 Annual Meeting of Shareholders andlunt
their successors are elected and qualit

2. To consider and vote upon a proposal to ameaé&BShNetworks, Inc. 1998 Equity Incentive Plan to
increase the number of shares of common stockbswader the Plan by an additional 2,000,000 sh
and

3. To transact such other business as may propentg before the meeting or any adjournments thereof

Only shareholders of record at the close sfrirss on February 20, 2001 are entitled to neficand to
vote at, the Annual Meetin

By Order of the Board of Directors,

Jeffrey S. Hussey
Chair

Seattle, Washington
March 20, 2001

YOUR VOTE IS IMPORTANT!

Whether or not you plan to attend the meeting, plese complete, sign, date and mail promptly the
accompanying proxy card in the enclosed return envepe, which requires no postage if mailed in the
United States. This will ensure the presence of augrum at the meeting. If you attend the meeting, yo
may vote in person if you wish to do so even if yduave previously sent in your proxy card

F5 NETWORKS, INC.
401 Elliott Avenue West



Seattle, WA 98119

PROXY STATEMENT
2000 ANNUAL MEETING OF SHAREHOLDERS

F5 Networks, Inc. (the “Company”) is furnispithis Proxy Statement and the enclosed proxy iimection
with the solicitation of proxies by the Board ofrBgtors of the Company for use at the Annual Meetih
Shareholders to be held on April 20, 2001, at 280 Pacific time at the W Hotel, 1112 Fourth Avenue
Seattle, Washington 98101, and at any adjournnikatsof (the “Annual Meeting”). These materials laeéng
mailed to shareholders on or about March 20, 2001.

Only holders of the Company’s common stock (fBommon Stock”) as of the close of business on
February 20, 2001 (the “Record Date”) are entittedote at the meeting. As of the Record Date ehesre
21,931,322 shares of Common Stock outstanding.

A majority of the outstanding shares of Commoock entitled to vote at the Annual Meeting niest
present in person or by proxy in order for therbem quorum at the meeting. Shareholders of regbaare
present at the meeting in person or by proxy and aiistain from voting, including brokers holdingtmmers’
shares of record who cause abstentions to be rdatthe meeting, will be included in the numkfer o
shareholders present at the meeting for purposdstefmining whether a quorum is present.

Each shareholder of record is entitled towrte at the Annual Meeting for each share of Com&imtk
held on the Record Date. Shareholders may voteghares by using the proxy card enclosed withRhisy
Statement or by electronic proxy. All proxy cardseived by the Company which are properly signed, &l
electronic proxies that have not been revokedhelizoted in accordance with their instructions Higned
proxy card or electronic proxy is received whicleslmot specify a vote or an abstention, the shapesente
by that proxy card or electronic proxy will be votr the nominees to the Board of Directors listedhe
proxy card or electronic proxy and in this Proxat8ment and for approval of the proposed amendtoghe
Company’s 1998 Equity Incentive Plan (the “1998nPJaThe Company is not aware, as of the date Hgofo
any matters to be voted upon at the Annual Meeithgr than those stated in this Proxy Statementtzand
accompanying Notice of Annual Meeting of Sharehddd any other matters are properly brought beethe
Annual Meeting, the enclosed proxy card or eledgtrpnoxy gives discretionary authority to the persmamet
as proxies to vote the shares represented by thxg pard in their discretion.

Under Washington law and the Company’s Sedaneénded and Restated Articles of Incorporation and
Bylaws, if a quorum exists at the meeting, (a)tthe nominees for director who receive the greatestber of
votes cast will be elected to the Board of Diresi@nd (b) the proposal to amend the 1998 Plarctease the
number of shares of Common Stock reserved for ieuander the Plan will be approved if the numifer o
votes cast in favor of the proposal exceeds thebeurof votes cast against it. Abstentions and brokevotes
will have no impact on the election of directonsca they have not been cast in favor of or againgt
nominee, nor will they have any effect on the psgddo amend the 1998 Plan, since approval ofpiltiposal
is based solely on the number of votes actually. cas

A shareholder may revoke a proxy at any tim@ie it is voted at the Annual Meeting by (a) deting a
proxy revocation or another duly executed proxyringga later date to the Corporate Secretary oftbimpany
at 401 Elliott Avenue West, Seattle, Washington1@Bdar (b) attending the Annual Meeting and voting i
person. Attendance at the Annual Meeting will restake a proxy unless the shareholder actually viates
person at the meetin

The proxy card accompanying this Proxy Statemedttha electronic proxies are solicited by the Baard
Directors of the Company. The Company will payddithe costs of soliciting proxies. In additionrtil or
electronic solicitation, officers, directors, and@oyees of the Company may solicit proxies perfpnar by
telephone, without receiving additional compensatithe Company, if requested, will pay brokers,Ksaand
other fiduciaries that hold shares of Common Sfockeneficial owners for their reasonable out-otiet
expenses of forwarding these materials to sharemald

BOARD OF DIRECTORS

The Board of Directors of the Company curnentinsists of five directors divided into threesses.



Currently, the Class | directors are Karl D. Guelégmd Keith D. Grinstein; the Class Il directors Afan J.
Higginson and John McAdam; and the Class lll doesare Carlton G. Amdahl, who has resigned froen th
Board effective May 15, 2001, and Jeffrey S. Husstry McAdam joined the Board in July 2000, whes th
Board of Directors increased the size of the Bdgrdne member and appointed Mr. McAdam to fill @lass
Il director vacancy created by such increase. At&hnual Meeting, the shareholders will vote ondteztion
of two Class Il directors to serve for three-yeants until the annual meeting of shareholders ¥2ghd until
their successors are elected and qualified. Atgpiteshe Class Il directors will hold office untite Companys
2002 annual meeting and the Class | directorshwilll office until the Company’s 2003 annual meetiaty
directors will hold office until the annual meetin§shareholders at which their terms expire ardellection
and qualification of their successors.

Compensation of Directors

Directors currently receive no cash compeonadtiom the Company for their services as membetiseo
Board of Directors. They are reimbursed for cereaipenses in connection with attending board anahtittee
meetings. During fiscal 2000, eligible non-emplog@ectors received automatic option grants unker t
Company’s 1999 Non-Employee Directors’ Option Rhdth an exercise price equal to the fair marketigadf
the Common Stock on the date of grant. These optia@re fully vested and exercisable on the datganit. In
February 2000, Mr. Guelich was granted an optiopuchase 5,000 shares of Common Stock at an sgerci
price of $103.94 per share under this plan. In besr 1999, Mr. Grinstein was granted an optionuxcipase
5,000 shares of common stock at an exercise pfi$&18.50 per share under this plan. In Decemt8991Mr.
Grinstein was also granted an option to purcha@@05shares of Common Stock at an exercise priga b8.5C
and in April 2000 was granted an option to purcHga860 shares of Common Stock at an exercise pfice
$56.44 under the Company’s 1998 Equity Incentiamgthe “1998 Plan”). In February 2000 Mr. Guelwehs
granted an option to purchase 5,000 shares of Con8tuxrk at an exercise price of $103.94 per shaderu
the 1998 Plan and Mr. Higginson was granted aroopt purchase 10,000 shares of Common Stock at an
exercise price of $103.94 under the 1998 Plan.

Beginning in 2001, non-employee directors walteive 15,000 options to purchase Common Stook up
their initial appointment to the Board. These opgi@est annually over three years from the grate. da
addition, all non-employee directors who serve tmard committee and who have been on the boarat for
least six months will receive 7,500 options in Jagwand 7,500 options the following June of eaclry&hese
options will be fully vested upon grant, and wilve an exercise price equal to the closing pridhef
Company stock on the grant date.

Committees of the Board
The Board has standing Audit and Compensa&immmittees.

The Board of Directors has adopted a chadgeining the duties and responsibilities of the iud
Committee. A copy of the Audit Committee charteiniduded in this proxy statement as Appendix ArSean
to the charter, the function of the Audit Commitise

« Recommend to the Board of Directors thecte of the independent auditor;

* Evaluate periodic reports that the indepandeditor submits to the audit committee regardirey
auditor's independenct

« Meet with management and the independerit@ud review and discuss the annual financial
statements and the report of the independent autidoeon:

« Discuss with management and the auditorsithaficant issues encountered in the course®f th
audit work including restrictions on the scope di\aties, access to information or the adequacy of
internal controls

The members of the Audit Committee are Mes3tlich, Higginson and Grinstein. Each membehef t
Audit Committee satisfies the independence andhfira literacy requirements of the rules of the ND¥8)
Stock Market.

The Compensation Committee’s function is idew and recommend to the CompaniBoard of Directors
the compensation and benefits of all officers ef @ompany and establish and review general polieiasing
to compensation and benefits for all employees. Gbmmpensation Committee consists of Messrs. Guelich
Higginson and Grinstein.



The Board of Directors does not have a standominating committee. The Board of Directors will
consider written proposals from shareholders foninees for directors which are submitted to ther&acy of
the Company in accordance with the procedures tmttan this Proxy Statement under the caption,
“Shareholder Proposals for 2001 Annual Meetingbhel

Meetings of the Board and Committees

The Company’s Board of Directors met or adtgdinanimous written consent 7 times during fig200.
The Audit Committee met 6 times and the Compensaiommittee met or acted by unanimous written
consent 3 times during fiscal 2000. Each membéne@Board attended 75% or more of the Board megting
and each member of the Board who served on eitleeAtidit or Compensation Committees attended at lea
75% of the committee meetings.

Compensation Committee Interlocks and Insider Parttipation

The members of the Compensation Committeenddiscal 2000 were Messrs. Guelich, Higginson, and
Grinstein. None of the Company’s executive officegsved during fiscal 2000 as a member of the bofrd
directors or compensation committee of any entit has had one or more executive officers whicheseas
member of the Company’s Board of Directors or Consption Committee.

Report of the Audit Committee
To the Board of Directors of F5 Networks, Inc.:

We have reviewed and discussed with managether@ompanys audited consolidated financial statem
as of and for the fiscal year ended September@I).2Ve have discussed with the independent asditer
matters required to be discussed by Statement diitiAg Standards No. 61, Communication with Audit
Committees, as amended, by the Auditing StandaodsdBof the American Institute of Certified Public
Accountants. We have received and reviewed theenridisclosures and the letter from the independent
auditors required by Independence Standard Naxdepgendence Discussions with Audit Committees, as
amended, by the Independence Standards Board aaeddiscussed with the auditors the auditors’
independence.

Based on the reviews and discussions reféoraiove, we recommend to the Board of Directoas tie
consolidated financial statements referred to atb@vecluded in the Company’s Annual Report on FaoyK
for the fiscal year ended September 30, 2000.

Audit Committee

Karl Guelich, Chair
Alan J. Higginson
Keith D. Grinstein

Nominees and Continuing Directors

The following individuals have been nominatedelection to the Board of Directors or will conie to
serve on the Board of Directors after the AnnuabMey:

Jeffrey S. Husseyo-founded F5 in February 1996 and has been our Chaisimce that time. He has ser
as our Chief Strategist since July 2000. From Faatyr@996 to July 2000, Mr. Hussey served as ouefChi
Executive Officer and President. From February 1t@d@larch 1999, Mr. Hussey also served as our Tireas
From June 1995 to February 1996, Mr. Hussey semgedice President of Alexander Hutton Capital L.l &h
investment banking firm. From September 1993 ty 19B5, Mr. Hussey served as President of Pacific
Comlink, an inter-exchange carrier providing fraraky and Internet access services to the Pacific ®hich
he founded in September 1993. Mr. Hussey holdsfaiB.Finance from Seattle Pacific University amd a
M.B.A. from the University of Washington.

John McAdanhas served as our President, Chief Executive Qffind a director since July 2000. Prior to
joining F5 Networks, Mr. McAdam served as Generalnisiger of the Web server sales business at IBMn
January 1995 until August 1999, Mr. McAdam servedhe President and Chief Operating Officer of @agu
Computer Systems, Inc., a manufacturer of highageh systems, which was sold to IBM in Septemb8©19
Mr. McAdam holds a B.Sc. in Computer Science fromm tniversity of Glasgow, Scotland.



Carlton G. Amdahhas served as our Chief Technical Officer sincalaly 2000, and as a Director since
May 1998. Mr. Amdahl has operated Amdahl Assocjaasndependent consulting firm specializing in
technology management, product strategy and syatehitecture since January 1996. Mr. Amdahl hageser
as a Director of Network Caching Technology LLCcsirFebruary 1999. From 1985 to January 1996, Mr.
Amdahl served as Chairman of the Board of Direcaémd Chief Technical Officer of NetFRAME Systems, a
high performance network server company, whichduadled in 1985. Mr. Amdabhl is a Stanford University
Sloan Fellow and holds a B.S. degree in Electiizajineering and Computer Science from the Universit
California, Berkeley, and an M.S. in Managemenifr®tanford University. Mr. Amdabhl is resigning frdire
Board effective May 15, 2001.

Alan J. Higginsorhas served as one of our directors since May 10@8n November 1995 to November
1998, Mr. Higginson served as President of Atri@eaiporation, a provider of advanced data backup and
retrieval technology. From May 1990 to November3,99r. Higginson served as Executive Vice Presiagnt
Worldwide Sales and Marketing for Sierra On-lingleweloper of multimedia software for the home peaat
computer market. From May 1990 to November 1995, Hillgginson served as President of Sierra On-line's
Bright Star division, a developer of educationdtware. Mr. Higginson holds a B.S. in Commerce and
M.B.A. from the University of Santa Clara.

Karl D. Guelichhas served as one of our directors since June MQ%uelich has been in private pract
as a certified public accountant since his retingnfiom Ernst & Young in 1993, where he servedh&sArea
Managing Partner for the Pacific Northwest offibeadquartered in Seattle from October 1986 to Nd»e&zm
1992. Mr. Guelich holds a B.S. degree in Accounfiogn Arizona State University.

Keith D. Grinsteirhas served as one of our directors since Decen@®&. Mr. Grinstein has been the Vice
Chairman of Nextel International, Inc. since Sepienl999. From January 1996 to February 1999, Mr.
Grinstein served as President, Chief Executivec®ffand as a director of Nextel International, Fram
January 1991 to December 1995, Mr. Grinstein wasiBent and Chief Executive Officer of the aviation
communications division of AT&T Wireless Servicés;. Mr. Grinstein had a number of positions at MeC
Cellular and its subsidiaries, include Vice Prestd&eneral Counsel and Secretary of LIN Broadagsti
Company, a subsidiary of McCaw Cellular, and Viceditlent and Assistant General Counsel of McCaw
Cellular. He is currently on the board of directfmsthe Ackerley Group, a media and entertainncempany.
Mr. Grinstein received a BA from Yale Universitycaa JD from Georgetown University.

There are no family relationships among anthefCompany’s directors or executive officers.
|
AUDITORS

The independent accounting firm of PricewatedeCoopers LLP has acted as the Company’s asititoe
inception and has been selected as the auditthdozurrent year. Representatives of that firmeaqeected to
be present at the Annual Meeting and will have gpootunity to make a statement, if they so desing, will
be available to respond to appropriate questions.

Audit Fees

The aggregate fees billed by Pricewaterhousp@ws LLP for professional services rendered ferahdit of
the Companys annual financial statements for the year 2000ravigéws of the financial statements include
the Company’s Forms 10-Q for the year 2000 were©&ID.

Financial Information Systems Design and Implementéon Fees

PricewaterhouseCoopers LLP provided no prajaasservices of this nature to the Company inyider
2000.

All Other Fees

The aggregate fees billed for services rertieréhe Company by PricewaterhouseCoopers LLRyrdttan
fees for audit services, for the year 2000 were48h

PROPOSAL 1: ELECTION OF DIRECTORS

At the Annual Meeting, the shareholders wilteson the election of two Class Il directors tovedor three-



year terms until the annual meeting of shareholole?904 and until their successors are electedjaatified.
The Board of Directors has unanimously nominateghAl. Higginson and John McAdam for election to the
Board of Directors as Class Il directors. The naemhave indicated that they are willing and abketve as
directors. If either nominee becomes unable or limgito serve, the accompanying proxy may be vdted
the election of such other person as shall be dat#g by the Board of Directors. The proxies beaioiited
will be voted for no more than two nominees atAlmaual Meeting. The directors will be elected bglarality
of the votes cast, in person or by proxy, at thaual Meeting, assuming a quorum is present. Shatetsodo
not have cumulative voting rights in the electidrdiectors.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR”
THE ELECTION OF BOTH NOMINEES.

Unless otherwise instructed, it is the intemtdf the persons named in the accompanying prasy to vote
shares represented by properly executed proxy carelectronic ballots for the election of Messifgginson
and McAdam.

PROPOSAL 2: AMENDMENT TO THE 1998 EQUITY INCENTIVE PLAN

At the Annual Meeting, the shareholders of@mnpany will be asked to approve an amendmenteo t
1998 Equity Incentive Plan (the “1998 Plan”) whidtapproved, will increase the number of shares of
Common Stock available for purchase under the F988 by 2,000,000 shares, to an aggregate of £300,
shares. The affirmative vote of the holders of omitg of the outstanding shares of the Common Btafche
Company represented and voting at the Annual Mgésimequired to adopt the amendment to the 1988.PI

The Board of Directors believes that the 1B%$ has contributed to strengthening the incemfve
participating employees to achieve the objectiide® Company and its shareholders by encouraging
employees to acquire a greater proprietary inténette Company. The Board of Directors believes th
additional shares must be reserved for use undet388 Plan to enable the Company to attract aathrkey
employees through the granting of options unded 888 Plan. The proposed increase in the numbshaks
under the 1998 Plan is not required or intendexbt@r awards previously made under the 1998 Plarsugh,
no new plan benefits have been granted to datefutime awards under the 1998 Plan are not yetméatable
|

Description of the 1998 Plan

The following description of the 1998 Plaraisummary and so is qualified by reference to tmepete tex
of the 1998 Plan, which is available through EDGéRupon request of the Company.

General.The 1998 Plan provides for grants of incentive lstmations (“1ISOs”) that qualify under Section
422 of the Internal Revenue Code of 1986, as antkftbe “Code”), to employees, including officer§ F&
Networks or any affiliate of F5 Networks, and natistory stock options“NSOs"), restricted stock purchase
awards (“Restricted Stock Awards”), and stock besus employees, including officers, or directdrard
consultants to F5 Networks or any affiliate of Fétiorks. As of December 11, 2000, the Company had
approximately 550 employees, 3 non-employee direcnd 18 consultants who would be eligible to
participate in the 1998 Plan.

The 1998 Plan was adopted by the Board ofdiire on October 22, 1998 and the Company’s shitefso
approved it on November 12, 1998. Initially, 80@&Mhares were reserved for issuance under theRI888In
April 1999, 1,500,000 shares were reserved forisse under the 1998 Plan, which increase was apgioy
shareholders in May 1999. On November 9, 1999,01000 shares were reserved for issuance undetghge p
which increase was approved by the shareholdeFebruary 17, 2000.

As of February 20, 2001, the Company had 885,296 shares upon the exercise of optionsepamtde
the 1998 Plan and options to purchase 2,486,744skhaere outstanding with 427,960 shares reseored f
future grants or purchases under the 1998 Plan1988 Plan will terminate on October 21, 2008, ssale
terminated sooner by the Board. Shares subje¢btl awards that have lapsed or terminated, withauing
been exercised in full, may again become availtyléhe grant of awards under the 1998 Plan.

The Board of Directors or a committee appalriig the Board administers the 1998 Plan. The Boérd
Directors has the authority to determine whichpsits and what types of awards are to be grairteldiding
the exercise price, number of shares subject tawtsed and the exercisability of the awards. Ang@may
be granted either alone or in tandem with otherrdsia

Options.Options granted under the 1998 Plan may be ISOE@s. The term of a stock option granted



under the 1998 Plan generally may not exceed 1y&he Board of Directors determines the exengigee ol
options granted under the 1998 Plan. However,drcdse of an ISO, the exercise price cannot betass
100% of the fair market value of the Company’s Camnrstock on the date of grant and, in the cas@of a
NSO, the exercise price cannot be less than 50%tedhir market value of the Compé¢és Common Stock on
the date of grant. Options granted under the 1988 Vst at the rate specified in the option agergm

Except as expressly provided by the termsydfi&0O agreement, an optionee may not transfermmptther
than by will or the laws of descent or distributipnovided that an optionee may designate a beasfiavho
may exercise the option following the optionee’attie An optionee whose relationship with the Conypan
any related corporation ceases for any reasonpékgedeath or permanent and total disability, gelhemay
exercise vested options up to three months follgveimssation. Vested options may generally be esextdor
up to 12 months after an optionseélationship with F5 Networks or any affiliateef Networks ceases due
disability and for generally up to 18 months after relationship with F5 Networks or any affiliateF5
Networks ceases due to death. However, optionstereyinate or expire sooner or later as may be ohited
by the Board of Directors and set forth in the optagreement.

No ISO may be granted to any person who,&tithe of the grant, owns, or is deemed to owrcksto
possessing more than 10% of the total combineshggtower of F5 Networks or any affiliate of F5 Netks,
unless the option exercise price is at least 11D8eofair market value of the stock subject to dipgion on the
date of grant and the term of the option does roeed five years from the date of grant. In additibe
aggregate fair market value, determined at the tfrggrant, of the shares of the Company’s CommariSt
with respect to which ISOs are exercisable forfittse time by an optionee during any calendar yaater the
1998 Plan and all other stock plans of the Comantyits affiliates may not exceed $100,000. Théoopt or
portions of the options, which exceed this limi &reated as NSO

No person may be granted options under th& P%n covering an aggregate of more than 200,bafkes
of Common Stock in any calendar year. The Compatigies that with this limitation and other prowiss of
the 1998 Plan, options granted under the 1998 tRkdrhave an exercise price equal to or greater ttiea fair
market value of the stock subject to the optiorthendate of grant will generate “qualified perfomoa-based
compensation” within the meaning of section 162¢fithe Internal Revenue Code and will thereforebeot
subject to the $1,000,000 cap on deductibilityféateral income tax purposes of certain compensation
payments in excess of $1,000,000. See “Certainreebieeome Tax Consequences” below.

Restricted Stock Awards and Stock BonuRestricted Stock Awards granted under the 1998 iy be
granted pursuant to a repurchase option in the @agip favor in accordance with a vesting schedule
determined by the Board. The purchase price okthesards will be at least 50% of the fair markdtigaf the
Company’s Common Stock on the date of grant. Shacluses may be awarded in consideration for past
services. Rights under a stock bonus or restristeck purchase agreement may not be transferred thtan b
will or by the laws of descent and distributionesd the stock bonus or restricted stock purchasemgnt
specifically provides for transferability.

Change of control provision&lpon certain changes in control of the Companyrasiged under the 1998
Plan, the surviving entity will either assume obstitute all outstanding stock awards under theB1=@an. If
the surviving entity determines not to assume bsstute these awards, then with respect to penstiose
service with F5 Networks or an affiliate of F5 Netlks has not terminated before the change in chni®
vesting of 50% of these stock awards (and the tdoreng which these awards may be exercised) wilkkrat:
and the awards terminated if not exercised befeechange in control.

Certain Federal Income Tax Consequences

THE FOLLOWING SUMMARY OF FEDERAL INCOME TAX CASEQUENCES IS BASED UPON
EXISTING STATUTES, REGULATIONS AND INTERPRETATIONSHEREOF. THE APPLICABLE
RULES ARE COMPLEX, AND INCOME TAX CONSEQUENCES MAYARY DEPENDING UPON THE
PARTICULAR CIRCUMSTANCES OF EACH PLAN PARTICIPANTIHIS PROXY STATEMENT
DESCRIBES FEDERAL INCOME TAX CONSEQUENCES OF GENERAPPLICABILITY, BUT DOES
NOT PURPORT TO DESCRIBE PARTICULAR CONSEQUENCES EACH INDIVIDUAL PLAN
PARTICIPANT, OR FOREIGN, STATE OR LOCAL INCOME TAXONSEQUENCES, WHICH MAY
DIFFER FROM THE UNITED STATES FEDERAL INCOME TAX OOSEQUENCES.

Incentive Stock Options

Awards and Exercise of OptioriSOs are intended to constitute “incentive stockams” within the
meaning of Section 422 of the Code. ISOs may betgdaonly to employees of the Company (including
directors who are also employees). The recipieainaDption (the “Optionee”) does not recognize tdexa



income upon either the grant or exercise of an I3@vever, the excess of the fair market value efshares
purchased upon exercise over the Option exercise fihe “Option Spread”) is includable in the @pite’s
“alternative minimum taxable income” (“AMTI") foryrposes of the alternative minimum tax (“AMT"). The
Option Spread is generally measured on the daggetise and is includable in AMTI in the year réecise.
Special rules regarding the time of AMTI inclusioray apply for shares subject to a “substantial ofsk
forfeiture” (including, in the case of each persuoibject to the reporting requirements of Sectiooflifie
Exchange Act, any limitations on resale of shamgsosed under Section 16(b) of the Exchange Act). In
addition, when stock is acquired subject to a “satsal risk of forfeiture”, an Optionee’s holdipgriod for
purposes of determining whether any capital gailogs on sale is long-term will generally not begiiil the
restriction lapses or the Optionee files an electioder Section 83(b) of the Code" Section 83(b) Electic”).

Sale of Option ShareH.an Optionee holds the shares purchased undi@rior at least two years from
the date the ISO was granted and for at least eaefyom the date such shares were transferrdtbto t
Optionee, any gain from a sale of the shares dltzgr to the Company should be taxable as capibal bader
these circumstances, the Company would not bdeshtih a tax deduction at the time the ISO was@sed or
at the time the stock was sold. If an Optionee wemdispose of stock acquired pursuant to an |SOrbehe
end of the required holding periods (a “DisqualifyiDisposition”), the amount by which the markeluesof
the stock at the time the 1SO was exercised exckeexercise price (or, if less, the amount @f gealized
on the sale) would be taxable as ordinary incomed,the Company would be entitled to a correspontirg
deduction. Such income is subject to informatigroréng requirements and may become subject to
withholding. Gain from a Disqualifying Disposition excess of the amount required to be recognized a
ordinary income is considered capital gain. If ktiscsold to the Company rather than to a thirdypdhe sale
may not produce capital gain or loss. A sale ofehto the Company will constitute a redemptiosuith
shares, which could be taxable as a dividend utieseedemption is “not essentially equivalent ttivadend”
within the meaning of the Code.

Exercise With Stocki an Optionee pays for ISO shares with shareb®@fQompany acquired under an ISO
or a qualified employee stock purchase plan (“sbayuoption stock”), the tender of shares is a Dalifying
Disposition of the statutory option stock if theoab described (or other applicable) holding periedpecting
those shares have not been satisfied. If the hgplomiods with respect to the statutory option lstare
satisfied, or the shares were not acquired und&tatory stock option of the Company, then anyregiption
in value of the surrendered shares is not taxgtda surrender. Special basis and holding pericesrapply
where previously-owned stock is used to exercisks@n

Nonqualified Stock Options

Award and Exercises of Optionsn Optionee is not taxable upon the award of a NE€leral income tax
consequences upon exercise will depend upon whitbeshares thereby acquired are subject to a tauiie
risk of forfeiture.” If the shares are not subjexa substantial risk of forfeiture, or if they @@ restricted and
the Optionee files a Section 83(b) Election withpect to the shares, the Optionee will have orglimmome a
the time of exercise measured by the Option Spoeatie exercise date. The Optionee’s tax basisarshares
will be their fair market value on the date of esise, and the holding period for purposes of deit@ng
whether capital gain or loss upon sale is long-terrshort-term also will begin on that date. If i@res are
subject to a substantial risk of forfeiture andSwextion 83(b) Election is filed, the Optionee waitit be taxable
upon exercise, but instead will have ordinary inepon the date the stock is no longer subjectstabatantial
risk of forfeiture, in an amount equal to the difflece between the amount paid for the shares uhe&ption
and their fair market value on such date; in addjtthe Optionee’s holding period will begin onttHate.

Whether or not the shares are subject to stantial risk of forfeiture, the amount of ordinangome
taxable to an Optionee who was an employee atrtteedf grant constitutes “supplemental wages” sttiije
withholding of income and employment taxes by tleenpany, and the Company receives a corresponding
income tax deduction.

Sale of Option Shareblpon sale, other than to the Company, of sharesijunder an NSO, an
Optionee generally will recognize capital gainasd to the extent of the difference between the mate and
the Optionee’s tax basis in the shares, whichlvéllong-term gain or loss if the employee’s holdiegiod in
the shares is more than one year. If stock isteolde Company rather than to a third party, the sey not
produce capital gain or loss. A sale of sharekeéddompany will constitute a redemption of suctrahawvhict
could be taxable as a dividend unless the redemgitnot essentially equivalent to a dividend” liit the
meaning of the Code.

Exercise with Stockf an Optionee tenders Common Stock (other thamtsty option stock — see above)
to pay all or part of the exercise price of an N8@, Optionee will not have a taxable gain or débieloss ol
the surrendered shares. Instead, shares acquioededprcise that are equal in value to the faitketaralue of



the shares surrendered in payment are treatedhaes/ihad been substituted for the surrendereeéshtaking
as their basis and holding period the basis andifgpperiod that the Optionee had in the surrertishares.
The additional shares are treated as newly acquiithda zero basis

If the surrendered shares are statutory optiock as described above under “Incentive Stodio®g’, with
respect to which the applicable holding period memnents for favorable income tax treatment hawe no
expired, then the newly acquired shares substitiatetthe statutory option shares should remainexthip the
federal income tax rules governing the surrendshedes, but the surrender should not constitute a
“disqualifying disposition” of the surrendered dtoc

Section 162(m) Limitations

Section 162(m) of the Code limits to $1,000,@@r person the amount that the Company may déaiuct
compensation paid to any of its most highly compésts executive officers in any year after 1993. éind
current regulations, compensation received thrdhgtexercise of an option will not be subject te th
$1,000,000 limit if the option and the plan meeataia requirements. One such requirement is treaptan
must state the maximum number of shares with ré$paehich option may be granted to any employegndu
a specified period. Accordingly, the 1998 Plan jteg that no participant, with certain exceptionay be
granted options to acquire more than 200,000 sharsy year.

THE BOARD RECOMMENDS A VOTE “FOR” APPROVAL OF THIS PROPOSAL.

Unless instructed otherwise, it is the intemtdf the persons named in the accompanying prasy to vote
shares represented by properly executed proxy carelectronic ballots for this proposal.

OTHER MATTERS

Neither the Board of Directors nor managenirgeinds to bring before the meeting any busindssrahan
the matters referred to in the Notice of Meeting #ris Proxy Statement. If any other business shproperly
come before the meeting, or any adjournment thetkefpersons named in the proxy will vote on smeéltters
according to their best judgment.

SHAREHOLDER PROPOSALS FOR 2001 ANNUAL MEETING

The Company’s Bylaws provide that advanceaeotif a shareholder’s proposal must be deliverexst to
mailed and received at the Company'’s principal ettee offices not later than the close of businasshe
ninetieth (90th) day nor earlier than the closbudiness on the one hundred twentieth (120th) day {o the
first anniversary of the preceding year’s annuatting. However, the Bylaws also provide that in ¢lent
that no annual meeting was held in the previous gethe date of the annual meeting has been clddnge
more than thirty (30) days from the date contenglatt the time of the previous year’s proxy statgriais
advance notice must be received not earlier tharmltise of business on the ninetieth (90th) dagr pa such
annual meeting and not later than the close ofagsion the later of the sixtieth (60th) day praosuch annui
meeting or, in the event public announcement ofitite of such annual meeting is first made by the@any
fewer than seventy (70) days prior to the dataiohsannual meeting, the close of business on tith {¢0th)
day following the day on which public announcemafithe date of such meeting is first made by then@any
Each shareholder’s notice must contain the follgwiformation as to each matter the shareholdgrqses to
bring before the annual meeting: (A) a brief dgstn of the business desired to be brought befeeannual
meeting and the reasons for conducting such busetehe annual meeting, (B) the name and addiesbey
appear on the Comparsybooks, of the shareholder proposing such busi{@¥she class and number of shi
of the Company which are beneficially owned byghareholder, (D) any material interest of the dhalcker ir
such business and (E) any other information thegqsired to be provided by the shareholder puitsizan
Regulation 14A under the Securities Exchange Adi9¥4, as amended, in such shareholder’s capaciy a
proponent of a shareholder proposal.

A copy of the full text of the provisions ¢fet Companys Bylaws dealing with shareholder nominations
proposals is available to shareholders from theebary of the Company upon written requ

Shareholders who intend to have a proposalidered for inclusion in the Company’s proxy matksrior
presentation at the 2002 Annual Meeting must subimiproposal to the Company no later than Septetdthe
2001. Shareholders who intend to present a propbshé 2002 Annual Meeting without inclusion o€ksu
proposal in the Company’s proxy materials are nexglio provide notice of such proposal to the Camgpeo
later than November 19, 2001. The Company reseheegght to reject, rule out of order, or take rypiate



action with respect to any proposal that does aotply with these and other applicable requireme

By Order of the Board of Directors,

Joann Reiter
Vice President, General Counsel and Secre

Appendix A

F5 Networks, Inc.
Amended and Restated Charter of the Audit Committee

The Amended and Restated Charter of the Coprgpamdit Committee is as follows:
Purposes:

The purposes of the audit committee are to:

Monitor the integrity of the financial statemg of the company.

Oversee the independence of the company’perdient auditor.

Recommend to the board of directors the Selecif the independent auditor, evaluate the inddpat
auditor and, where appropriate, recommend the cepiant of the independent auditor; it being understha
the independent auditor is ultimately accountabltne board of directors and the audit committed, that the
board of directors and the audit committee havauttimate authority and responsibility to selestal@iate and,
where appropriate, replace the independent au@itdo propose the independent auditor for stoaiol
approval).

Composition:

The audit committee shall be composed of thremore directors, as determined by the boardrettbrs,
each of whom shall meet the independence and fialditeracy requirements of the NASDAQ, and atskea
one of whom shall have past employment experieméi@ance or accounting, requisite professional
certification in accounting, or any other compaeagkperience or background which results in theviddal's
financial sophistication, including being or havingen a chief executive officer, chief financidiadr or other
senior officer with financial oversight responsiipds.

Unless the board of directors designates &,dha committee members may appoint their owrirdina
majority vote.

Responsibilities:

Recommend to the board of directors the Selecif the independent auditor, which shall ultietatbe
accountable to the audit committee and the boadire€tors.

Evaluate periodic reports that the independedttor submits to the audit committee regardimgduditor’s
independence, discuss such reports with the auatiyif so determined by the audit committee gpomse to
such reports, recommend that the board of diretates appropriate action to oversee the indeperdehihe
independent auditor.

Meet with management and the independent@utditreview and discuss the annual financial states
and the report of the independent auditor thereah t the extent the independent auditor or mamagé
brings any such matters to the attention of thétaethmittee, to discuss significant issues encengt in the
course of the audit work, including restrictionstba scope of activities, access to required in&diom or the
adequacy of internal controls.

Review the management letter delivered byinependent auditor in connection with the audit.



Following such reviews and discussions, ifletermined by the audit committee, recommend tdtzed
of directors that the annual financial statemeetibluded in the company’s annual report.

Meet quarterly with management and the inddpehauditor to review and discuss the quartengritial
statements; provided that this responsibility meaydblegated to the chairman of the audit commi

Meet at least once each year in separate gxe@essions with management and the independelitbato
discuss matters that the committee or either cfdlgroups believes could significantly affect tinacial
statements and should be discussed privately.

Have such meetings with management as thé¢ eaimittee deems appropriate to discuss significan
financial risk exposures facing the company, aegstmanagement has taken to monitor and contrbl suc
exposures.

Review significant changes to the companytoaating principles and practices proposed by the
independent auditor or management.

Evaluate the performance of the independedit@uand, if so determined by the audit committee,
recommend to the board of directors replacemetiteofndependent auditor.

At the request of company counsel, review wimpany counsel legal and regulatory mattersrttzat havt
a significant impact on the company’s financiatestaents, compliance policies or programs.

Conduct or authorize such inquiries into nratteithin the committee’s scope of responsibilisythe
committee deems appropriate. The committee shahiq@owered to retain independent counsel and other
professionals to assist in the conduct of any sughiries.

Provide minutes of audit committee meetingthtoboard of directors, and report to the boardirefctors o
any significant matters arising from the committework.

At least annually, review and reassess thastehand, if appropriate, recommend proposed amtgthe
board of directors.

Prepare the report required by the rules ®Shcurities and Exchange Commission to be inclidéte
company’s annual proxy statement.

It is not the responsibility of the audit committegplan or conduct audits, or to determine whettier
company’s financial statements are complete andrate or in accordance with generally accepted
accounting principles. It is not the responsibilitfthe audit committee to conduct inquiries, tealge
disagreements, if any, between management anddieeéndent auditor, or to assure compliance witisla
regulations or company compliance policies or piags.

VOTE BY INTERNET — www.proxyvote.com
‘ N [ l w I] “ K S Use the Internet to transmit your voting instruati@nt
. for electronic delivery of information. Have yourogy

card in hand when you access the web site. Youbeill
prompted to enter your 12-digit Control Number whic
is located below to obtain your records and craate
electronic voting instruction form.

C/O PROXY SERVICES
P.0. BOX 9141
FARMINGDALE, NY 11735

VOTE BY PHONE — 1-800-690-6903

Use any touch-tone telephone to transmit your gotin
instructions. Have your proxy card in hand when you
call. You will be prompted to enter your 12-digit
Control Number which is located below and then
follow the simple instructions the Vote Voice proes
you.

VOTE BY MAIL —
Mark, sign and date your proxy card and return thie
postage-paid envelope we've provided or return3o F



Networks, Inc., c/o ADP, 51 Mercedes W
Edgewood, NY 11713

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK AS KEEP THIS PORTION FOR YOUR
FOLLOWS: RECORDS

DETACH AND RETURN THIS
PORTION ONLY
THIS PROXY CARD IS VALID ONLY WHEN SIGNED AND DATED .

F5 NETWORKS, INC.

Vote On Directors

DIRECTORS RECOMMEND: A VOTE FOR For Withhold For To withhold authority to vote, mark

ELECTION OF THE FOLLOWING All All All “For All Except”

NOMINEES Except and write the nominee’s number on
the line below

1. 01) Alan J. 02) John 0 0 0

Higginson McAdam
Vote On Propose For Against Abstain
2.  APPROVAL OF AMENDMENT TO 0 0 0

1998 EQUITY INCENTIVE PLAN.

NOTE: Please sign exactly as name appears hemiohodvners should each sign. When signing asradtqrexecutot
administrator, trustee or guardian, please gividifid as such. If a corporation, please signuth dorporate name by president or
other authorized officer. If a partnership, pleagm in partnership name by authorized per

Signature [PLEASE SIGN WITHIN BOX] Dal Signature (Joint Owners) C

F5 NETWORKS, INC.
ANNUAL MEETING OF SHAREHOLDERS TO BE HELD
ON APRIL 20, 2001 FOR HOLDERS AS OF 2/20/01

PROXY SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned hereby appoints Jeffrey S. Hussgylehn McAdam or any one of them with full powér o
substitution, proxies to vote at the Annual Meetifigshareholders of F5 Networks, Inc. (the “Compang be
held on April 20, 2001 at 9:00 a.m., Pacific Timmethe W Hotel, 1112 4th Avenue, Seattle, WA 980 at
any adjournment thereof, hereby revoking any pokieretofore given, to vote all shares of CommaciSof
the Company held or owned by the undersigned astdil on the reverse side of this proxy card, anfdir
discretion upon such other matters as may comedéie meeting.

Please date, sign and mail your proxy card bacoan as possible!



(TO BE SIGNED ON REVERSE SIDE)
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