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PART I. FINANCIAL INFORMATION

ltem 1. Financial Statement:

F5 NETWORKS, INC.

CONSOLIDATED BALANCE SHEETS
(unaudited, in thousands)

ASSETS
Current assets
Cash and cash equivalents
Short-term investments
Accounts receivable, net of allowances of $3,27%Y $£958
Inventories
Deferred tax assets
Other current assets
Total current assets
Property and equipment, net
Long-term investments
Deferred tax assets
Goodwill
Other assets, net
Total assets
LIABILITIES AND SHAREHOLDERS'’ EQUITY
Current liabilities
Accounts payable
Accrued liabilities
Deferred revenue
Total current liabilities
Other long-term liabilities
Deferred revenue, long-term
Deferred tax liabilities
Total long-term liabilities
Commitments and contingencies (Note 5)
Shareholders’ equity

Preferred stock, no par value; 10,000 shares amtthmo shares outstanding
Common stock, no par value; 200,000 shares autehrizl,655 and 73,390 shares issued and

outstanding
Accumulated other comprehensive loss
Retained earnings
Total shareholders’ equity
Total liabilities and shareholders’ equity

March 31, September 30,
2015 2014
367,60 $ 281,50:
298,86:. 363,87"
262,62 242 24
29,34 24,47
44,83: 42,29(
48,85¢ 44.,46¢
1,052,12. 998,84
68,74¢ 66,79
467,70: 482,91°
1,31t 4,43¢
556,95 556,95
74,43t 75,00:
2,221,270 $  2,184,95
34,68: $ 43,77.
118,61 108,77.
544,42¢ 484,43°
697,72t 636,98:
23,217 22,71¢
176,16. 152,31.
2,77¢ 3,62¢
202,15 178,65¢
20,68: 15,758
(13,229 (9,58
1,313,93 1,363,14.
1,321,391 1,369,31I
2,221,270 $ 2,184,95

The accompanying notes are an integral part oktheasolidated financial statements.
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Net revenues
Products
Services
Total
Cost of net revenues
Products
Services
Total
Gross profit
Operating expenses
Sales and marketing
Research and development
General and administrative
Total
Income from operations
Other income, net
Income before income taxes
Provision for income taxes
Net income
Net income per share — basic
Weighted average shares — basic
Net income per share — diluted

Weighted average shares — diluted

F5 NETWORKS, INC.

CONSOLIDATED INCOME STATEMENTS

(unaudited, in thousands, except per share data)

Three months ended

Six months ended

March 31, March 31,

2015 2014 2015 2014
$ 244,11t $ 225,13! $ 485,05. $ 443,73
228,02 194,90t 449,88: 382,75¢
472,14 420,04 934,93t 826,49!
43,60( 37,80¢ 85,67( 75,05(
38,99¢ 37,85¢ 76,27+ 73,49¢
82,59¢ 75,66: 161,94 148,54!
389,54 344,38 772,99: 677,95(
151,23t 140,25 300,05« 275,05!
74,52 67,23: 144,58 131,36!
30,93: 26,03 63,18’ 51,53:
256,69: 233,51 507,82. 457,95!
132,85! 110,86 265,171 219,99
3,26¢ 23 5,86( 26¢
136,12: 110,88 271,03l 220,26¢
50,39: 41,24¢ 96,22¢ 82,571
$ 85,72¢ $ 69,64. $ 174,80 $ 137,68¢
$ 1.1¢ % 09z % 24C 8 1.8C
72,24( 75,50¢ 72,80: 76,48
$ 118 $ 091 % 23t $ 1.7¢
72,71 76,24 73,32¢ 77,08¢

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

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(unaudited, in thousands)

Three months ended

Six months ended

March 31, March 31,
2015 2014 2015 2014
Net income $ 85,72¢ % 69,64. $ 174,80 $ 137,68¢
Other comprehensive (loss) income:
Foreign currency translation adjustment (2,239 303 (4,199¢) (272)
Available-for-sale securities:
Unrealized gains on securities, net of taxes ot &{&and $(2
for the three months ended March 31, 2015 and 2014,
respectively, and $(328) and $(261) for the six then
ended March 31, 2015 and 2014, respectively 1,06¢ 41 58¢ 521
Reclassification adjustment for realized gainsudeld in net
income, net of taxes of $11 and $22 for the threaths
ended March 31, 2015 and 2014, respectively, aBdsd
$45 for the six months ended March 31, 2015 and201
respectively (29 (39 (31) (76)
Net change in unrealized gains on available-foe-saturities,
net of tax 1,04¢ 3 55¢ 44F
Total other comprehensive (loss) income (1,189 30¢€ (3,640 17z
Comprehensive income $ 84,54 $ 69,94. $ 171,16¢ $ 137,86:

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

CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited, in thousands)

Operating activities
Net income
Adjustments to reconcile net income to net caskigeal by operating activities:
Realized gain on disposition of assets and investsne
Stock-based compensation
Provisions for doubtful accounts and sales returns
Depreciation and amortization
Deferred income taxes
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Other current assets
Other assets
Accounts payable and accrued liabilities
Deferred revenue
Net cash provided by operating activities
Investing activities
Purchases of investments
Maturities of investments
Sales of investments
(Increase) decrease in restricted cash
Acquisition of intangible assets
Purchases of property and equipment
Net cash provided by investing activities
Financing activities
Excess tax benefit from stock-based compensation

Proceeds from the exercise of stock options andhases of stock under employee stock purch
plan

Repurchase of common stock
Net cash used in financing activities
Net increase in cash and cash equivalents
Effect of exchange rate changes on cash and casvaénts
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Six months ended

March 31,

2015 2014
$ 174,80¢ $ 137,68¢
(23) (120)
67,40: 70,16¢
1,311 1,61(
26,254 22,67¢
(1,219 (3,49)
(21,699 (20,877
(4,872 (1,684
(4,792 (24,149
47¢ (1,257%)
7,19t 3,97:
83,83¢ 56,35¢
328,69: 240,89:
(254,819 (289,52)
251,77: 342,10(
79,21: 98,31¢
(344 26
(6,224) —
(20,507) (20,119
49,09¢ 140,80!
4,18¢ 4,80¢
16,65¢ 13,917
(306,867) (350,000)
(286,022 (331,27Y)
91,76¢ 50,42
(5,661) (280)
281,50: 189,69:
$ 367,60! $ 239,83

The accompanying notes are an integral part ottheasolidated financial statements.
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F5 NETWORKS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (unaudit ed)

1. Summary of Significant Accounting Policies
Description of Business

F5 Networks, Inc. (the “Company”) is the leadingeleper and provider of software-defined applicatervices. The Company’s core
technology is a full-proxy, programmable, highlakble software platform called TMOS, which supp@tbroad array of features and
functions designed to ensure that applicationwvdedd over Internet Protocol (IP) networks are ssdast and available. The Company’s
TMOS-based offerings include software productddoal and global traffic management, network angliaption security, access
management, web acceleration and a number of n#teork and application services. These produetsweaailable as modules that can run
individually or as part of an integrated solutiantbe Company’s high-performance, scalable, purbesie BIG-IP appliances and VIPRION
chassis-based hardware, or as software-only ViEdalons. The Company also offers DDoS protectapplication security and other
application services by subscription on its cloaddd Silverline platform. In connection with it®gucts, the Company offers a broad range
of support services including consulting, traininggtallation and maintenance.

Basis of Presentation

The year-end consolidated balance sheet data wiasdiérom audited financial statements, but dostsimclude all disclosures required
by accounting principles generally accepted inUh&ed States of America. In the opinion of managetnthe unaudited consolidated
financial statements reflect all adjustments, cstirtgj only of normal recurring adjustments, necasia their fair statement in conformity
with accounting principles generally accepted m thited States of America. Certain information &omtnote disclosures normally included
in annual financial statements have been condamsenhitted in accordance with the rules and redguiatof the Securities and Exchange
Commission. The information included in this ForQ should be read in conjunction with Managemebt&ussion and Analysis of
Financial Condition and Results of Operations andrfcial statements and notes thereto includeddérCompany’s Annual Report on Form
10-K for the fiscal year ended September 30, 2014 .

Revenue Recognition

The Company sells products through distributorselters, and directly to end users. Revenue iggrézed provided that all of the
following criteria have been met:

» Persuasive evidence of an arrangement exisidetse of an arrangement generally consists ofehase order issued pursuant to the
terms and conditions of a distributor, reselleend user agreement.

» Delivery has occurred. The Company uses shippinglated documents, or written evidence of aqustoacceptance, when applicable, to
verify delivery or completion of any performancens.

» The sales price is fixed or determinable. ThenBany assesses whether the sales price is fixdeterminable based on payment terms
associated with the transaction and whether thess gaice is subject to refund or adjustment.

» Collectability is reasonably assured. The Comypassesses collectability primarily based on tleglitworthiness of the customer as
determined by credit checks and related analysigadl as the Customer’s payment history.

Revenue from the sale of products is generallygeized when the product has been shipped and #ternar is obligated to pay for 1
product. When rights of return are present andbmmpany cannot estimate returns, revenue is rezednvhen such rights of return lapse.
Payment terms to domestic customers are generatighdays to net 45 days. Payment terms to irtienad customers range from net 30
days to net 120 days based on normal and custamaaly practices in the individual markets. The Camypoffers extended payment terms to
certain customers, in which case, revenue is réazedrwhen payments are due.

Revenues for post-contract customer support (P@)eaognized on a straight-line basis over theieeicontract term. PCS includes a
limited period of telephone support, updates, repareplacement of any failed product or comportkat fails during the term of the
agreement, bug fixes and rights to upgrades, whdrfavailable. Consulting services are custorgdiilled at fixed hourly rates, plus out-of-
pocket expenses, and revenues are recognized Wwheonsulting has been completed. Training revéntecognized when the training has
been completed.

Arrangement consideration is first allocated betwseftware (consisting of nonessential and standeasoftware) and non-software
deliverables. The majority of the Company’s produate hardware appliances which contain softwasergial to the overall functionality of
the products. Hardware appliances are generaltgith PCS and on occasion, with consulting
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and/or training services. Arrangement consideratiosuch multiple element transactions is allocateeach element based on a fair value
hierarchy, where the selling price for an elemsrtased on vendor specific objective evidence (VS®Bvailable, third-party evidence
(TPE), if available and VSOE is not available; loe best estimate of selling price (BESP), if neiM8OE or TPE is available.

For software deliverables, the Company allocatesmee between multiple elements based on softveasnue recognition guidance.
Software revenue recognition guidance requiresmegearned on software arrangements involving plelélements to be allocated to each
element based on the relative fair values of tlebsments. The fair value of an element must bechase/SOE. Where fair value of deliver
elements is not available, revenue is recognizettheriresidual method” based on the fair valuerdelivered elements. If evidence of fair
value of one or more undelivered elements doegxist, all revenue is deferred and recognizedettrlier of the delivery of those elements
or the establishment of fair value of the remainimglelivered elements.

The Company establishes VSOE for its products, RGSsulting and training services based on thesgalee charged for each element
when sold separately. The sales price is discounbed the applicable list price based on variowddes including the type of customer,
volume of sales, geographic region and progranl.l&¥e Company’s list prices are generally not failue as discounts may be given based
on the factors enumerated above. The Company istesital sales transactions to determine whett®®¥ can be established for each o
elements. In most instances, VSOE of fair valubéssales price of actual standalone (unbundledséictions within the past 12 month
period, when a substantial majority of transactigmere than 80% ) are priced within a narrow rang@ch the Company has determined to
be plus or minus 15% of the median sales price.

The Company believes that the VSOE of fair valugaifiing and consulting services is representethbybillable rate per hour, based
on the rates charged to customers when they pweatasdalone training or consulting services. Tieemf consulting services is not based
on the type of customer, volume of sales, geogramgion or program level.

The Company is typically not able to determine VS@H PE for non-software products. TPE is deterohibased on competitor prices
for similar elements when sold separately. Gengrtile Company’s go-to-market strategy differs fridvat of other competitive products or
services in its markets and the Company'’s offerc@#ain a significant level of differentiation $uthat the comparable pricing of products
with similar functionality cannot be obtained. Fhetmore, the Company is unable to reliably deteentfie selling prices on a stand-alone
basis of similar products offered by its compettor

When the Company is unable to establish sellingepusing VSOE or TPE, the Company uses BESP allitsation of arrangement
consideration. The objective of BESP is to deteaire price at which the Company would transae@ i the product or service were sold
on a stand-alone basis. The Company has beencab#tablish BESP through the list price, less eadist deemed appropriate to maintain a
reasonable gross margin. Management regularlywesvike gross margin information. Non-software pad®ESP is determined through the
Company’s review of historical sales transactioiithiw the past 12 month period. Additional factoomisidered in determining an appropriate
BESP include, but are not limited to, cost of pratdupricing practices, geographies, customer etasnd distribution channels.

The Company regularly validates the VSOE of falueeand BESP for elements in its multiple elemerdragements. The Company
accounts for taxes collected from customers andttesito governmental authorities on a net basisextluded these amounts from reven

Goodwill and Acquired Intangible Assets

Goodwill represents the excess purchase pricetbeszstimated fair value of net assets acquirexf tee acquisition date. The
Company tests goodwill for impairment on an anrselis and between annual tests when impairmerdatos are identified, and goodwil
written down when impaired. Goodwill was recordeadonnection with the acquisition of Defense.Net. in fiscal year 2014, Versafe Ltd.
and LineRate Systems, Inc. in fiscal year 2013ffikr&ystems in fiscal year 2012, Acopia Networks;. in fiscal year 2007, Swan Labs, |
in fiscal year 2006, MagniFire Websystems, Indisnal year 2004 and uRoam, Inc. in fiscal year2@®r its annual goodwill impairment
test in all periods to date, the Company has opénamder one reporting unit and the fair valuaofeéporting unit has been determined by the
Company’s enterprise value. The Company perforsmarinual goodwill impairment test during the secfishl quarter.

As part of the annual goodwill impairment test, @@mpany first performs a qualitative assessmedetermine whether further
impairment testing is necessary. If, as a resulisajualitative assessment, it is more-likely-tmat (i.e. greater than 50% chance) that the fair
value of the Company’s reporting unit is less tharcarrying amount, the quantitative impairmesst tgill be required. Otherwise, no further
testing will be required.
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Examples of events and circumstances that migltaie that a reporting unit’s fair value is lesartlits carrying amount include macro-
economic conditions such as deterioration in th#yemoperating environment or industry or marketsiderations; entity-specific events
such as increasing costs, declining financial perémce, or loss of key personnel; or other evanth as an expectation that a reporting unit
will be sold or a sustained decrease in the stoiclke pn either an absolute basis or relative tagpee

If it is determined, as a result of the qualitathssessment, that it is more-likely-than-not thatftir value of the Company’s reporting
unit is less than its carrying amount, the provisiof authoritative guidance require that the Camypzerform a two-step impairment test on
goodwill. The first step of the test identifies vither potential impairment may have occurred, wthilesecond step of the test measures the
amount of the impairment, if any. Impairment isageized when the carrying amount of goodwill exsesifair value. In March 2015, the
Company completed a qualitative assessment of patémpairment indicators and concluded that iswaore-likely-than-not that the fair
value of its reporting unit exceeded its carryingoant. The Company considered potential impairnretitators of goodwill and acquired
intangible assets at March 31, 2015 and noted dioators of impairment.

Stock-Based Compensation

The Company accounts for stock-based compensatiog the straight-line attribution method for repming compensation expense.
The Company recognized $36.8 million and $35.6iamlbf stock-based compensation expense for tlee thnonths ended March 31, 2015
and 2014 , respectively, and $67.4 million and $Tillion for the six months ended March 31, 2008 2014 , respectively. As March 31
2015, there was $179.7 million of total unrecogdistock-based compensation cost, the majoritynaétwwill be recognized over the next
two years. Going forward, stock-based compensatienses may increase as the Company issues adtdguitybased awards to contin
to attract and retain key employees.

The Company issues incentive awards to its emp®ieeugh stoclkased compensation consisting of restricted stoitk (RSUs). O
October 31, 2014 , the Company’s Compensation Cai@enaipproved 1,064,464 RSUs to employees and éaxeaificers pursuant to the
Company’s annual equity awards program. The valiStJs is determined using the fair value methduictvin this case, is based on the
number of shares granted and the quoted priceeoc€tdmpany’s common stock on the date of grant.

The Company recognizes compensation expense foitloalportion of restricted stock units that arpeoted to vest. Therefore, the
Company applies estimated forfeiture rates thatlarved from historical employee termination babavBased on historical differences w
forfeitures of stock-based awards granted to tha@amy’s executive officers and Board of Directogssus grants awarded to all other
employees, the Company has developed separatédoefexpectations for these two groups. The Comgagstimated forfeiture rate in the
second quarter of fiscal year 2015 is 5.5% for grawarded to the Company’s executive officersBoard of Directors, and 6.3% for grants
awarded to all other employees. If the actual numobéorfeitures differs from those estimated bymagement, additional adjustments to
compensation expense may be required in futuregeri

The Company issues incentive awards to certairentigxecutive officers as part of its annual eqaitsards program. Fifty percent of
the aggregate number of RSUs issued to executfieers vest in equal quarterly increments, and Z0&ocsubject to the Company achieving
specified quarterly revenue and EBITDA goals. loheease, 70% of the quarterly performance stocktgsebased on achieving at least 80%
of the quarterly revenue goal set by the CompaBgé&rd of Directors, and the other 30% is basedobieaing at least 80% of the quarterly
EBITDA goal set by the Company's Board of Directdrise quarterly performance stock grant is paiddity over 80% of the targeted goals.
At least 100% of both goals must be attained irenfdr the quarterly performance stock grant t@warded over 100% . Each goal is
evaluated individually and subject to the 80% aabieent threshold and the 100% over-achievemershbid. Each goal is also capped at
achievement of 200% above target.

As of March 31, 2015 , the following equity grafis executive officers or a portion thereof arestamding:

Grant Date RSUs Granted Vesting Schedule Vesting Period Date Fully Vested
November 1, 2014 171,575 Quarterly 4 years November 1, 2018
November 1, 2013 231,320 Quarterly 4 years Nther 1, 2017
November 1, 2012 290,415 Quarterly 4 years November 1, 2016

The Company recognizes compensation costs for aweittl performance conditions when it concludés firobable that the
performance condition will be achieved. The Compaeassesses the probability of vesting at eacmbalsheet date and adjusts
compensation costs based on the probability asssgsm
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Common Stock Repurchase

On January 21, 2015 , the Company announced thBbdrd of Directors authorized an additional $@8llion for its common stock
share repurchase program. This new authorizatiorciemental to the existing $1.6 billion programtially approved in October 2010 and
expanded in August 2011, October 2011, April 2088vember 2013 and January 2014. Acquisitions ferstiare repurchase programs will
be made from time to time in private transactionegen market purchases as permitted by seculdtiesand other legal requirements. The
programs can be terminated at any time. As of Ma3015 , the Company had repurchased and refifef98,205 shares at an average price
of $100.29 per share as part of its current rease program and the Company had $755.3 mill@naining authorized to purchase she

Earnings Per Share

Basic net income per share is computed by dividieigncome by the weighted average number of conshares outstanding during
the period. Diluted net income per share is conpbiedividing net income by the weighted averagmber of common and dilutive comrr
stock equivalent shares outstanding during theodeiiihe Company’s nonvested restricted stock awamdsestricted stock units do not have
nonforfeitable rights to dividends or dividend eguiénts and are not considered participating séesithat should be included in the
computation of earnings per share under the twssataethod.

The following table sets forth the computation asiz and diluted net income per share (in thousanaept per share data):

Three months ended Six months ended
March 31, March 31,
2015 2014 2015 2014

Numerator

Net income $ 85,72¢ % 69,64. $ 174,80¢ $ 137,68¢
Denominator

Weighted average shares outstanding — basic 72,24( 75,50¢ 72,80: 76,48:

Dilutive effect of common shares from stock opti@msl

restricted stock units 471 73€ 52t 602

Weighted average shares outstanding — diluted 72,71 76,24+ 73,32¢ 77,08¢
Basic net income per share $ 1.1¢  $ 09z $ 24C $ 1.8C
Diluted net income per share $ 1.1¢ ¢ 091 $ 23t $ 1.7¢

An immaterial amount of common shares potentiaifuable from stock options for the three and sirtiiended March 31, 2015 and
2014 , are excluded from the calculation of dilutadnings per share because the exercise pricgreater than the average market price of
common stock for the respective period.

Comprehensive Income

Comprehensive income includes certain changestuityetpat are excluded from net income. Specificalinrealized gains or losses on
securities and foreign currency translation adjestis are included in accumulated other compreherisoome or loss.

Recent Accounting Pronouncements

In May 2014, the FASB issued ASU 2014-Revenue from Contracts with CustoméfsSU 2014-09). ASU 2014-09 outlines a new,
single comprehensive model for entities to usectoanting for revenue arising from contracts witistomers and supersedes most current
revenue recognition guidance, including industrgesfic guidance. The new model will require reveneeognition to depict the transfer of
promised goods or services to customers in an antbanreflects the consideration a company expeatsceive in exchange for those goods
or services. The standard can be applied eitherspctively to each period presented or as a @timedeffect adjustment as of the date of
adoption. The amendments in ASU 2014-09 are effedtir annual reporting periods beginning after @aber 15, 2016, including interim
periods within that reporting period and early atmpis not permitted. In April 2015, the FASB pased a one-year deferral of the effective
date of the new revenue standard. The FASB alguopea permitting early adoption of the standard nloti before the original effective date
of December 15, 2016. The Company is currentlyssssg the impact that this updated standard wilehan its consolidated financial
statements and footnote disclosures.
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In June 2014, the FASB issued ASU 2014-Q@mpensation - Stock Compensation (Topic 718): éubag for Share-Based Payments
When the Terms of an Award Provide that a Perfoiceararget Could be Achieved after the RequisitgiSePeriodASU 2014-12), which
requires that a performance target that affect8Snggsand that could be achieved after the requsgtrvice period, be treated as a performance
condition. As such, the performance target shootde reflected in estimating the grant date falue of the award. This update further
clarifies that compensation cost should be recaghia the period in which it becomes probable thatperformance target will be achieved
and should represent the compensation cost a@blaito the period(s) for which the requisite segviias already been rendered. The new
standard is effective for fiscal years, and intepieniods within those fiscal years, beginning allecember 15, 2015. Early adoption is
permitted. The Company does not anticipate thaattoption of this standard will have a material &wipon its consolidated financial
statements.

In April 2015, the FASB issued ASU 2015-08tangibles-Goodwill and Other-Internal-Use Soft@aCustomer’s Accounting for Fees
Paid in a Cloud Computing Arrangeme(ASU 2015-05), which provides guidance on deterngnvhether a cloud computing arrangement
contains a software license. If a cloud computimgrayement includes a software license, then temer should account for the software
license element of the arrangement consistenttwélacquisition of other software licenses. If@aud computing arrangement does not
include a software license, the customer shouldwtcfor the arrangement as a service contractnéestandard is effective for fiscal ye:
and interim periods within those fiscal years, begig after December 15, 2015. Early adoption isnitted. The Companig currently
assessing the impact that this updated standakrtavik on its consolidated financial statements.

2. Fair Value Measurements

In accordance with the authoritative guidance anvia@ue measurements and disclosure under GAAPCtmpany determines fair
value using a fair value hierarchy that distingasbetween market participant assumptions develoased on market data obtained from
sources independent of the reporting entity, aeddiporting entity’s own assumptions about marketigpant assumptions developed based
on the best information available in the circumstsnand expands disclosure about fair value measumts.

Fair value is the price that would be receiveddiban asset or paid to transfer a liability in fifeacipal or most advantageous market
for the asset or liability in an orderly transantioetween market participants at the measuremést elssentially the exit price.

The levels of fair value hierarchy are:

Level 1: Quoted prices in active markets for identical asaed liabilities at the measurement date thaCitrapany has the ability to
access.

Level 2: Observable inputs other than quoted prices includégevel 1, such as quoted prices for similar tssaad liabilities in active
markets; quoted prices for identical or similaredssand liabilities in markets that are not actimeother inputs that are observable or can be
corroborated by observable market data.

Level 3: Unobservable inputs for which there is little ormarket data available. These inputs reflect mamagées assumptions of
what market participants would use in pricing teeed or liability.

Level 1 investments are valued based on quotedeahprices in active markets and include the Comisargsh equivalent investments.
Level 2 investments, which include investments #ratvalued based on quoted prices in marketatkatot active, broker or dealer
guotations, actual trade data, benchmark yielddternative pricing sources with reasonable lewvéjsrice transparency, include the
Company’s certificates of deposit, corporate baant notes, municipal bonds and notes, U.S. goverhseeurities, U.S. government agency
securities and international government securiii@. values for the Company’s level 2 investmemtsbased on similar assets without
applying significant judgments. In addition, alltbe Company’s level 2 investments have a sufftdievel of trading volume to demonstrate
that the fair values used are appropriate for thesestments.

A financial instrument’s level within the fair vadthierarchy is based upon the lowest level of apyti that is significant to the fair
value measurement. However, the determination eftwbnstitutes “observable” requires significamtgment by the Company. The
Company considers observable data to be markewdat is readily available, regularly distributedupdated, reliable and verifiable, not
proprietary, and provided by independent sourcasate actively involved in the relevant market.
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The Company’s financial assets measured at fairevah a recurring basis subject to the disclosegairements at March 31, 2015,

were as follows (in thousands):

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant Significant
Active Markets for Other Observable Unobservable Fair Value at
Identical Securities Inputs Inputs March 31,
(Level 1) (Level 2) (Level 3) 2015
Cash equivalents $ 72,62¢ $ — $ — $ 72,62¢
Short-term investments
Available-for-sale securities — certificates of dsjis — 6,65:< — 6,65:
Available-for-sale securities — corporate bonds aoks — 169,86:- — 169,86«
Available-for-sale securities — municipal bonds aiotes — 44,97! — 44,97¢
Available-for-sale securities — U.S. governmentusiies — 5,001 — 5,001
Available-for-sale securities -4.S. government agency securil — 72,36 — 72,36¢
Long-term investments
Available-for-sale securities — corporate bonds aots — 294,97. — 294,97:
Available-for-sale securities — municipal bonds aiotes — 61,93¢ — 61,93¢
Available-for-sale securities — U.S. governmentusiies — 7,412 — 7,412
Available-for-sale securities -4.S. government agency securil — 100,55t — 100,55t
Available-for-sale securities — international gaveent
securities — 2,82¢ — 2,82¢

Total $ 72,62¢ $ 766,56: $ — 3 839,19

The Company'’s financial assets measured at fairevah a recurring basis subject to the disclosegairements at September 30, 2014

were as follows (in thousands):

Fair Value Measurements at Reporting Date Using

Quoted Prices in Significant Significant
Active Markets for Other Observable Unobservable Fair Value at
Identical Securities Inputs Inputs September 30,
(Level 1) (Level 2) (Level 3) 2014
Cash equivalents $ 43,61¢ 3 — $ — $ 43,61¢
Short-term investments
Available-for-sale securities — corporate bonds aots — 205,69¢ — 205,69¢
Available-for-sale securities — municipal bonds aiotes — 43,43( — 43,43(
Available-for-sale securities — U.S. governmeniusiies — 5,00¢ — 5,00¢
Available-for-sale securities -4.S. government agency securi — 109,74. — 109,74:
Long-term investments
Available-for-sale securities — corporate bonds aotks — 325,28: — 325,28:
Available-for-sale securities — municipal bonds aiotes — 24,58: — 24,58:
Available-for-sale securities — U.S. governmeniusiies — 7,407 — 7,401
Available-for-sale securities -4.S. government agency securi — 123,08 — 123,08
Available-for-sale securities — international gavaent
securities — 2,55¢ — 2,55¢

Total $ 43,61¢ $ 846,79: $ — $ 890,41:

12




Table of Contents

The following table provides a reconciliation betmehe beginning and ending balances of items medst fair value on a recurring
basis in the table above that used significant sentable inputs (Level 3) (in thousands):

Three months ended Six months ended
March 31, March 31,
2015 2014 2015 2014

Balance, beginning of period $ — 3 — % — | $ 3,03¢
Total gains realized or unrealized:

Included in other comprehensive income — — — 264
Settlements — — — (3,300
Balance, end of period $ — % — 3 — % —

Unrealized losses attributable to assets still heldf end of period — — — —

Financial assets are considered Level 3 when fhieivalues are determined using pricing modelscalinted cash flow methodologies
or similar techniques and at least one signifieaatlel assumption or input is unobservable or tigelienited market activity such that the
determination of fair value requires significardguent or estimation.

The Company uses the fair value hierarchy for fai@rassets and liabilities. The Company’s noniitial assets and liabilities, which
include goodwill, intangible assets, and long-liass$ets, are not required to be carried at fairevah a recurring basis. These non-financial
assets and liabilities are measured at fair vafua non-recurring basis when there is an indicatémpairment, and they are recorded at fair
value only when impairment is recognized. The Camypaviews goodwill and intangible assets for impeant annually, during the second
quarter of each fiscal year, or as circumstanagisate the possibility of impairment. The Compangmitors the carrying value of long-lived
assets for impairment whenever events or changascimmstances indicate its carrying amount maybeatecoverable. During the three
months ended March 31, 2015 , the Company didesmignize any impairment charges related to googdwtingible assets, or long-lived
assets.

3. Short-Term and Long-Term Investments
Short-term investments consist of the followingtfiousands):

Cost or Gross Gross
Amortized Unrealized Unrealized
March 31, 2015 Cost Gains Losses Fair Value
Certificates of deposit $ 6,65: $ — % — % 6,652
Corporate bonds and notes 169,79. 10t (33 169,86«
Municipal bonds and notes 44,96 18 4 44,97¢
U.S. government securities 4,99¢ 2 — 5,001
U.S. government agency securities 72,35 18 (6) 72,36¢
$ 298,76 $ 14§ (43 $ 298,86:
Cost or Gross Gross
Amortized Unrealized Unrealized
September 30, 2014 Cost Gains Losses Fair Value
Corporate bonds and notes $ 205,49 $ 244 $ (36) $ 205,69¢
Municipal bonds and notes 43,39¢ 34 2 43,43(
U.S. government securities 4,99¢ 1C — 5,00¢
U.S. government agency securities 109,68! 66 (8) 109,74:
$ 363,56¢ $ 354 % (46) $ 363,87
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Long-term investments consist of the following ttiwusands):

Cost or Gross Gross
Amortized Unrealized Unrealized
March 31, 2015 Cost Gains Losses Fair Value
Corporate bonds and notes $ 294,61( $ 50¢ $ (1449 $ 294,97-
Municipal bonds and notes 61,93: 3¢9 (35 61,93¢
U.S. government securities 7,38¢ 28 — 7,412
U.S. government agency securities 100,55( 41 (35 100,55t
International government securities 2,82t — @ 2,82¢
$ 467,30. $ 61€ $ (215 $ 467,70:.
Cost or Gross Gross
Amortized Unrealized Unrealized
September 30, 2014 Cost Gains Losses Fair Value
Corporate bonds and notes $ 325,89 $ 20 $ (822 $ 325,28:
Municipal bonds and notes 24,55¢ 31 (8) 24,58:
U.S. government securities 7,371 3C — 7,407
U.S. government agency securities 123,20° 4C (160 123,08
International government securities 2,56¢ — 9 2,55¢
$ 483,600 $ 30 % (999) $ 482,91

The amortized cost and fair value of fixed matastat March 31, 2015 , by contractual years-to-ritgfiare presented below (in
thousands):

Cost or
Amortized
Cost Fair Value
One year or less $ 298,76. $ 298,86
Over one year 467,30: 467,70:

$ 766,06. $ 766,56+

The following table summarizes investments thathasen in a continuous unrealized loss positiofefss than 12 months and those
that have been in a continuous unrealized losgipngor more than 12 months as of March 31, 20a%Housands):

Less Than 12 Months 12 Months or Greater Total
Gross Gross Gross
Unrealized Unrealized Unrealized

March 31, 2015 Fair Value Losses Fair Value Losses Fair Value Losses
Corporate bonds and notes $ 96,807 $ (209 $ 51,94: $ (68) $  148,74¢ $ a77)
Municipal bonds and notes 35,78¢ (37) 1,79C 2 37,57¢ (39
U.S. government agency securities 72,05! (40 9,901 D 81,95 (42)
International government securities 2,56: (D) — — 2,56: (@D}
Total $ 207,20t % (187 $ 63,63: $ (7)) $ 270,83¢ $ (25€)

The Company invests in securities that are rateesiment grade or better. The Company reviewsnitigidual securities in its
portfolio to determine whether a decline in a sigwsrfair value below the amortized cost basistiger-than-temporary. The Company
determined that as of March 31, 2015 , there wermvestments in its portfolio that were other-thamporarily impaired.

4. Inventories

The Company outsources the manufacturing of itscprdigured hardware platforms to contract manufags, who assemble each
product to the Company’s specifications. As pratechgainst component shortages and to providacepient parts for its service teams, the
Company also stocks limited supplies of certain pduct components. The Company reduces
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inventory to net realizable value based on excedobsolete inventories determined primarily bydrisal usage and forecasted demand.
Inventories consist of hardware and related compioparts and are recorded at the lower of costarket (as determined by the first-in, first-
out method).

Inventories consist of the following (in thousands)

March 31, September 30,

2015 2014
Finished goods $ 22,01¢ $ 18,04¢
Raw materials 7,32¢ 6,42¢
$ 29,34: $ 24,47

5. Commitments and Contingencies
Guarantees and Product Warranties

In the normal course of business to facilitate safdts products, the Company indemnifies othetigs, including customers, resellers,
lessors, and parties to other transactions wittCiiapany, with respect to certain matters. The Gomifhas agreed to hold the other party
harmless against losses arising from a breachpoésentations or covenants, or out of intellegmaperty infringement or other claims made
against certain parties. These agreements maythmiime within which an indemnification claim che made and the amount of the claim.
The Company has entered into indemnification agesgsnwith its officers and directors and certaimeotemployees, and the Company’s
bylaws contain similar indemnification obligatiotissthe Company’s agents. It is not possible tordatee the maximum potential amount
under these indemnification agreements due tairthige history of prior indemnification claims attte unique facts and circumstances
involved in each particular agreement.

The Company generally offers warranties of one j@ahardware for those customers without servim&macts, with the option of
purchasing additional warranty coverage in yeartyrements. The Company accrues for warranty cegtam of its cost of sales based on
associated material product costs and technicgastifabor costs. Accrued warranty costs as of M&t, 2015 and March 31, 2014 were not
considered material.

Commitments

As of March 31, 2015 , the Compasyprincipal commitments consisted of obligationtsstanding under operating leases. The Com
leases its facilities under operating leases tkgite at various dates through 2025. There hava heanaterial changes in the Company’s
principal lease commitments compared to those disaliin Note 8 to its annual consolidated finarstatements.

The Company currently has arrangements with contnaniufacturers and other suppliers for the manufag of its products. The
arrangement with the primary contract manufactalems them to procure component inventory on tben@any’s behalf based on a rolling
production forecast provided by the Company. Thex@any is obligated to the purchase of componemritory that the contract
manufacturer procures in accordance with the fatecaless it gives notice of order cancellatioadiwance of applicable lead times. There
have been no material changes in the Company'stomepurchase obligations compared to those diszlim Note 8 to its annual
consolidated financial statements.

Legal Proceedings

The Company is not aware of any pending legal prdicgys that, individually or in the aggregate, @a@sonably possible to have a
material adverse effect on the Company’s busirasssating results, or financial condition. The Camypis subject to a variety of other
claims and suits that arise from time to time i@ ¢indinary course of business. Although managewanéntly believes that resolving claims
against the Company, individually or in aggregatiél,not have a material adverse impact on itsficial statements, these matters are subject
to inherent uncertainties and management’s viethese matters may change in the future. Such clawen if not meritorious, could result
in the expenditure of significant financial and ragerial resources.

6. Income Taxes

The effective tax rate was 37.0% and 35.5% fothihee and six months ended March 31, 2015 , resplgtcompared to 37.2% and
37.5% for the three and six months ended Marct2814 , respectively.
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At March 31, 2015, the Company had $7.0 milliorunfecognized tax benefits that, if recognized, @ffect the effective tax rate. It
is anticipated that the Company’s existing lialdtfor unrecognized tax benefits will change witthie next twelve months due to audit
settlements or the expiration of statutes of litiotas. The Company does not expect these chandesnmterial to the consolidated financial
statementsThe Company recognizes interest and, if applicgi®ealties for any uncertain tax positions as apmmnt of income tax
expense.

The Company and its subsidiaries are subject tofédgral income tax as well as the income tax oltipie state and foreign
jurisdictions. The Company has concluded all UeBefal income tax matters for fiscal years throBghtember 30, 2011. The Compan
currently under audit by various states for figezdrs 2009 through 2013. Major jurisdictions whikkere are wholly owned subsidiaries of F5
Networks, Inc. which require income tax filings lunde the United Kingdom, Japan, Singapore and AligtrThe earliest periods open
review by local taxing authorities are fiscal ye204 3 for the United Kingdom, 2008 for Japan, 2@@¥S5ingapore, and 2011 for Australia.
Within the next four fiscal quarters, the statutdirnitations will begin to close on the fiscal ye&2010 and 2011 state income tax returns.

7. Geographic Sales and Significant Customers

Operating segments are defined as componentsetitarprise for which separate financial informat®available and evaluated
regularly by the chief operating decision-makerdecisionmaking group, in deciding how to allocate resouas in assessing performar
Management has determined that the Company is izegnas, and operates in, one reportable opersgigment: the development, marketing
and sale of application delivery networking produitiat optimize the security, performance and afdity of network applications, servers
and storage systems.

The Company does business in four main geographioms: the Americas (primarily the United Stat&s)rope, the Middle East, and
Africa (EMEA); Japan; and the Asia Pacific regi@dP@AC). The Company'’s chief operating decision-makgmoup reviews financial
information presented on a consolidated basis apaaiad by information about revenues by geogramgmn. The Company'’s foreign
offices conduct sales, marketing and support diets/iRevenues are attributed by geographic locdiased on the location of the customer.
The Company’s assets are primarily located in thi#¢dd States. Therefore, geographic informatigorésented only for net revenue.

The following presents revenues by geographic re@iothousands):

Three months ended Six months ended
March 31, March 31,
2015 2014 2015 2014

Americas:
United States $ 244,02 $ 215,78: $ 475,70: $ 421,39:
Other 25,65¢ 21,32 51,30¢ 42,36¢
Total Americas 269,68 237,10! 527,00! 463,76.
EMEA 113,20¢ 99,51t 230,27" 196,86
Japan 24,87¢ 25,60( 46,59¢ 46,65(
Asia Pacific 64,37¢ 57,82 131,05! 119,22(

$ 472,140 $ 420,04. $ 934,93t $ 826,49!

Four worldwide distributors of the Company’s prottuaccounted for 16.6% , 15.5% , 13.5% and 10.5%taf net revenue for the
three month period ended March 31, 2015 . Fourdwade distributors of the Company’s products ac¢edror 17.0% , 16.1% , 13.7% and
11.0% of total net revenue for the six month pegaded March 31, 2015 . Three worldwide distribsitwfrthe Companyg products account
for 12.3% , 16.9% , and 14.4% of total net revefuuehe three month period ended March 31, 201dred@ worldwide distributors of the
Company’s products accounted for 12.9% , 17.4%l,1a8h4% of total net revenue for the six month@e#ended March 31, 2014 . Two
worldwide distributors accounted for 18.4% and 3 & the Company’s accounts receivable as of M&dgH2015 . Two worldwide
distributors accounted for 14.1% and 11.2% of tben@any’s accounts receivable as of March 31, 204 other distributors accounted for
more than 10% of total net revenue or receivables.

Item 2. Management's Discussion and Analysis of Financial Condition ahResults of Operation:

The following discussion of our financial conditiand results of operations contains forward-loolstajements within the meaning of
Section 21E of the Securities Exchange Act of 183d Section 27A of the Securities Act of 1933. Bh&sitements include, but are not
limited to, statements about our plans, objectiegpgectations, strategies, intentions or otherattarizations of future events or
circumstances and are generally identified by tbed® “expects,” “anticipates,”
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“intends,” “plans,” “believes,” “seeks,” “estimatésand similar expressions. These forward-lookitejesnents are based on current
information and expectations and are subject toraber of risks and uncertainties. Our actual reszduld differ materially from those
expressed or implied by these forwdodking statements. Factors that could cause daribote to such differences include, but are noitkd
to, those discussed under “Item 1A. Risk Factoesem and in other documents we file from timeinoet with the Securities and Exchange
Commission. We assume no obligation to revise datgany such forward-looking statements.

Overview

We are a global provider of software and hardwalet®ns and services within an intelligent sergif@mework that help companies
efficiently and securely manage the delivery, optation and security of application and data traffin networks, and to optimize the
performance and utilization of data storage infrattire and other network resources for their gusts, partners, and employees. We market
and sell our products primarily through multiplelirect sales channels in the Americas (primarity thited States); Europe, the Middle East,
and Africa (EMEA); Japan; and the Asia Pacific mg{APAC). Enterprise customers (Fortune 1000 csilBess Week Global 1000
companies) in the technology, telecommunicatiangicial services, transportation, education, mactufing and health care industries,
along with government customers, continue to makéha largest percentage of our customer base.

Our management team monitors and analyzes a nuhkey performance indicators in order to managebomsiness and evaluate our
financial and operating performance on a consaiiéasis. Those indicators include:

* RevenuesThe majority of our revenues are derived from safasur application delivery networking (ADN) procts including our
BIG-IP appliances and high end VIPRION chassisratated software modules; Local Traffic Manager M)T Global Traffic
Manager (GTM) and Link Controller; Advanced Firelvdanager (AFM), Carrier Grade Network Address Hilation (CGNAT)
and Policy Enforcement Manager (PEM), that levetthgeunique performance characteristics of ourvaard and software
architecture; and products that incorporate acqu&ehnology, including Application Security ManagaSM), Application
Acceleration Manager (AAM), Access Policy ManagkPM) and Edge Gateway; signaling delivery contmofieoducts (SDC); and
the WebSafe, MobileSafe, Secure Web Gateway andrfile DDoS protection security offerings whicke @old to customers on a
subscription basis. We also derive revenues frars#ies of services including annual maintenann&ads, training and consulting
services. We carefully monitor the sales mix of mwenues within each reporting period. We belisv&omer acceptance rates of
our new products and feature enhancements areatodscof future trends. We also consider overakneie concentration by
customer and by geographic region as additionététdrs of current and future trends.

» Cost of revenues and gross margie strive to control our cost of revenues and tygraintain our gross margins. Significant
items impacting cost of revenues are hardware gaststo our contract manufacturers, thirakty software license fees, amortizat
of developed technology and personnel and overbepenses. Our margins have remained relativelyesthbwever, factors such
sales price, product and services mix, inventoigot#scence, returns, component price increasewamelnty costs could
significantly impact our gross margins from quattequarter and represent significant indicatorawesitor on a regular basis.

» Operating expense®perating expenses are substantially driven byopexs and related overhead expenses. Existing beatand
future hiring plans are the predominant factoranalyzing and forecasting future operating expérs®ls. Other significant
operating expenses that we monitor include margedimd promotions, travel, professional fees, coempensts related to the
development of new products and provision of sesyifacilities and depreciation expenses.

» Liquidity and cash flowsOur financial condition remains strong with sigo#nt cash and investments and no long term debt. Th
increase in cash and investments for the firstreixths of fiscal year 2015 was primarily due tohcaovided by operating activities
of $328.7 million , partially offset by $306.9 nidh of cash used to repurchase outstanding common atatdr our stock repurche
program. Going forward, we believe the primary drief cash flows will be net income from operatioB@apital expenditures of
$20.5 million for the first six months of fiscal 2015 were comprised primarily of informationhrology infrastructure and
equipment purchases to support the growth of ot basiness activities. We will continue to evadupbssible acquisitions of, or
investments in businesses, products, or technadba we believe are strategic, which may recthieeuse of cash.

» Balance sheeWe view cash, short-term and long-term investmeteferred revenue, accounts receivable balancedaywdsales
outstanding as important indicators of our finahbialth. Deferred revenues increased in the seqaader of fiscal year 2015 due
to growth in the amount of annual maintenance eetgrpurchased on new products and maintenanceakoentracts related to o
existing product installation base. Our days saigstanding for the second quarter of fiscal y&drS2was 50 .
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Summary of Critical Accounting Policies and Estimags

The preparation of our financial condition and fesaf operations requires us to make judgmentsestichates that may have a
significant impact upon our financial results. Waiéve that, of our significant accounting poligi#ee following require estimates and
assumptions that require complex, subjective judgmby management, which can materially impact meplaresults: revenue recognition;
reserve for doubtful accounts; reserve for prodeitirns; accounting for income taxes; stock-basedpensation; goodwill and intangible
assets; and investments. None of these accountiigigs and estimates have significantly changadesour annual report on Form 10-K for
the year ended September 30, 2014 (Form 10-K)ic&8r&iccounting policies and estimates are motlg fidscribed in “Management’s
Discussion and Analysis of Financial Condition &webults of Operations” in the Form 10-K. Actualuies may differ from these estimates
under different assumptions or conditions.

Results of Operations

The following discussion and analysis should bel ieaconjunction with our consolidated financiatsiments, related notes and risk
factors included elsewhere in this Quarterly ReparfForm 10-Q.

Three months ended Six months ended
March 31, March 31,

2015 2014 2015 2014

(in thousands, except percentages)
Net Revenues

Products $ 244,11t $ 225,13 % 485,05: $ 443,73t
Services 228,02 194,90¢ 449,88 382,75¢
Total $ 472,14 % 420,04: $ 934,93t % 826,49!
Percentage of net revenues
Products 51.7% 53.6% 51.% 53.%%
Services 48.3 46.4 48.1 46.3
Total 100.(% 100.% 100.(% 100.(%

Net revenueslotal net revenues increased 12.4% and 13.1% éothitee and six months ended March 31, 2015 , césply, from the
same periods in the prior year. Overall revenusvgrdor the three and six months ended March 31520as primarily due to increased
service and product revenues as a result of oveased installed base of products and increasedmtefor our core ADN products.
International revenues represented 48.3% and 46f1&tal net revenues for the three and six moatided March 31, 2015 , respectively,
compared to 48.6% and 49.0% for the same periotleiprior year, respectively. We expect internaicsales will continue to represent a
significant portion of net revenues, although weraa provide assurance that international reveagespercentage of net revenues will
remain at current levels.

Net product revenues increased 8.4% and 9.3% éothifee and six months ended March 31, 2015 , césply, from the same periods
in the prior year. The increase in net product nees for the three and six months ended March@®ll5 2vas due to an increase of $19.7
million and $43.7 million in sales of our ADN procts from the same periods in the prior year, repedg. Sales of our ADN products
represented 98.8% and 99.0% of product revenudgbddhree and six months ended March 31, 201&peively, compared to 98.4% of
product revenues for both the three and six moaided March 31, 2014 .

Net service revenues increased 17.0% and 17.5%éddhree and six months ended March 31, 201%entisely, from the same
periods in the prior year. The increase in netiserievenues was primarily due to increases irpthehase or renewal of maintenance
contracts driven by additions to our installed bafsproducts.

Westcon, Ingram Micro, Avnet Technology Solutionsl &rrow ECS, four of our worldwide distributorg;cmunted for 16.6% , 15.5%
13.5% and 10.5% of our total net revenue for theghmonths ended March 31, 2015 , respectively téesingram Micro, Avnet
Technology Solutions and Arrow ECS accounted fo8%y, 16.1% , 13.7% and 11.0% of our total net mexeefor the six months ended
March 31, 2015, respectively. Westcon, Ingram Bi@nd Avnet Technology Solutions accounted for %2,36.9% and 14.4% of our total
net revenue for the three months ended March 3114 2@espectively. Westcon, Ingram Micro and Avhethnology Solutions accounted for
12.9% , 17.4% and 14.4% of our total net revenu¢hie six months ended March 31, 2014 , respegtiv¥estcon and Ingram Micro
accounted for 18.4% and 11.8% of our accountsvab& as of March 31, 2015 , respectively. Westnuth Ingram Micro accounted for
14.1% and 11.2% of our accounts receivable as a€iVal, 2014 , respectively. No other distributaesounted for more than 10% of total
net revenue or receivables.
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Three months ended Six months ended
March 31, March 31,

2015 2014 2015 2014

(in thousands, except percentages)

Cost of net revenues and Gross Margin

Products $ 43,60 $ 37,80t % 85,67C $ 75,05(
Services 38,99¢ 37,85¢ 76,27¢ 73,49t
Total 82,59¢ 75,66 161,94 148,54!
Gross profit $ 389,54 % 344,38: $ 772,99: $ 677,95(
Percentage of net revenues and Gross Margin (as angentage of related net revenue)
Products 17.% 16.8% 17.7% 16.%%
Services 17.1 19.4 17.C 19.2
Total 17.F 18.C 17.5 18.C
Gross profit 82.5% 82.(% 82.1% 82.%

Cost of net product revenue€ost of net product revenues consist of finigheiucts purchased from our contract manufacturers,
manufacturing overhead, freight, warranty, prowvisiéor excess and obsolete inventory and amoizatkpenses in connection with
developed technology from acquisitions. Cost ofpretiuct revenues increased 15.3% and 14.2% fahtke and six months ended
March 31, 2015, respectively, as compared to déneesperiods in the prior year. The increase in abset product revenues is primarily due
to a higher volume of units shipped and increasedrization expense related to acquired technol@ggt of net product revenues for the
three and six months ended March 31, 2015 alsaded expenses related to sales of our Silverlimedcbased application services.

Cost of net service revenueSost of net service revenues consist of theigsaland related benefits of our professional sesvataff,
travel, facilities and depreciation expenses. Rerthree and six months ended March 31, 2&bst of net service revenues as a percenta
net service revenues was 17.1% and 17.0% , resplgttompared to 19.4% and 19.2% for the threesindhonths ended March 31, 2014 ,
respectively, primarily due to the scalability afrexisting customer support infrastructure andeased revenue from maintenance contracts.
Professional services headcount at the end of M20&b increased to 1,006 from 865 at the end otM&014 . In addition, cost of net
service revenues included stock-based compensatjpense of $3.4 million and $6.0 million for theed and six months ended March 31,
2015 , respectively, compared to $3.6 million a@d3$nillion for the same periods in the prior yaaspectively.

Three months ended Six months ended
March 31, March 31,
2015 2014 2015 2014

(in thousands, except percentages)

Operating expenses

Sales and marketing $ 151,23¢ $ 140,25. $ 300,05: % 275,05!

Research and development 74,52 67,23: 144,58: 131,36!

General and administrative 30,93: 26,03: 63,181 51,53
Total $ 256,69: $ 233517 % 507,82: $ 457,95!

Operating expenses (as a percentage of net revenue)

Sales and marketing 32.(% 33.4% 32.1% 33.2%

Research and development 15.¢ 16.C 15.t 15.€

General and administrative 6.€ 6.2 6.7 6.2
Total 54.4% 55.€% 54.2% 55.4%

Sales and marketin&ales and marketing expenses consist of saladesnissions and related benefits of our sales arnélatiag staff,
the costs of our marketing programs, including jmuldlations, advertising and trade shows, trafaellities, and depreciation expenses. Sales
and marketing expenses increased 7.8% and 9.1#hddhree and six months ended March 31, 2015n free comparable periods in the
prior year. The increase in sales and marketingesg@ was primarily due to an increase of $6.0@niland $17.9 million in commissions and
personnel costs for the three and six months ehtérdh 31, 2015 , respectively, from the compargieleods in the prior year. The increased
commissions and personnel costs were driven priyriayigrowth in sales and marketing employee headttor the corresponding periods.
Sales and marketing headcount at the end of Maith thcreased to 1,524 from 1,394 at the end oth@014 . Sales and marketing
expense included stock-based compensation expé®d&.d million and $28.0 million for the three asid months ended March 31, 2015,
respectively, compared to $14.2 million and $28ition for the same periods in the prior year, respvely.
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Research and developmemesearch and development expenses consist séldwges and related benefits of our product deretmnt
personnel, prototype materials and other experdeated to the development of new and improved prtsddiacilities and depreciation
expenses. Research and development expenses ettdda8% and 10.1% for the three and six monthedMhrch 31, 2015 , respectively,
from the comparable periods in the prior year. ifloeease in research and development expense waarity due to an increase of $4.1
million and $10.0 million in personnel costs foetthree and six months ended March 31, 2015 , c&sply, from the comparable periods in
the prior year. In addition, research and develogiregpense included a year over year increasempuater equipment and software costs of
$2.4 million and $4.0 million for the three and smonths ended March 31, 2015, respectively, whiak primarily related to prototyping and
planning for future product releases. Researchdawdlopment headcount at the end of March 201%®ased to 1,101 from 1,009 at the end
of March 2014 . Research and development expechaled stock-based compensation expense of $18i@mand $22.6 million for the
three and six months ended March 31, 2015 , réspéctcompared to $12.0 million and $23.6 millitor the same periods in the prior year,
respectively. We expect research and developmerereses to remain consistent as a percentage muegtue in the foreseeable future.

General and administrativeGeneral and administrative expenses consisteo$dlaries, benefits and related costs of our execu
finance, information technology, human resourcelagdl personnel, third-party professional servies, bad debt charges, facilities and
depreciation expenses. General and administratipenses increased 18.8% and 22.6% for the thresiamdonths ended March 31, 2015,
respectively, from the comparable periods in therprear. The increase in general and adminisegagxpense was primarily due to an
increase of $1.5 million and $3.8 million in persehcosts for the three and six months ended Maicl2015 , respectively, from the
comparable periods in the prior year, and a $3IBomitax expense in the first quarter of fiscallB0 General and administrative headcount at
the end of March 2015 increased to 402 from 3@Beatnd of March 2014 . Stock-based compensatiparese was $5.4 million and $10.0
million for the three and six months ended MarchZ115 , respectively, compared to $5.4 million &40.4 million for the same periods in
the prior year, respectively.

Three months ended Six months ended
March 31, March 31,

2015 2014 2015 2014

(in thousands, except percentages)
Other income and income taxes

Income from operations $ 132,85 % 110,86 % 265,17 % 219,99
Other income, net 3,26¢ 23 5,86( 26¢
Income before income taxes 136,12: 110,88 271,03( 220,26¢
Provision for income taxes 50,39: 41,24¢ 96,22¢ 82,571
Net income $ 85,72¢ % 69,64. $ 174,80 $ 137,68
Other income and income taxes (as percentage of mevenue)
Income from operations 28.1% 26.2% 28.4% 26.€%
Other income, net 0.7 — 0.6 —
Income before income taxes 28.¢ 26.4 29.C 26.€
Provision for income taxes 10.7 9.8 10.5 10.C
Net income 18.1% 16.€% 18.7% 16.€%

Other income, neOther income, net consists primarily of interesbime and foreign currency transaction gains arebksThe
increase in other income, net for the three andnsirths ended March 31, 2015, from the same peiiothe prior year was primarily due to
$3.4 million and $4.3 million in foreign currencgigs, respectively, and a non-recurring chargeldd #illion related to a legal settlement
that occurred in the first quarter of fiscal ye8d 2.

Provision for income taxesThe effective tax rate was 37.0% and 35.5% fertkinee and six months ended March 31, 2015,
respectively, compared to 37.2% and 37.5% forlheet and six months ended March 31, 20fespectively. The decrease in the effective
rate is primarily due to additional tax benefit@gnized during the six months ended March 31, 2(x1a result of the reinstatement of the
United States Federal Credit for Increasing ReseAativities retroactive to January 1, 2014.

We record a valuation allowance to reduce our defetax assets to the amount we believe is moedylithan not to be realized. In
making these determinations we consider histododl projected taxable income, and ongoing prudashf@asible tax planning strategies in
assessing the appropriateness of a valuation atloev@ur net deferred tax assets at March 31, a6d5Viarch 31, 2014 were $43.4 million
and $42.1 million , respectively. The net defert@dassets include valuation allowances of $8.8anind $12.7 million as of March 31,
2015 and March 31, 2014 , respectively, which aimarily related to tax net operating losses inedrin certain foreign jurisdictions, and
state tax carryforwards.
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Our worldwide effective tax rate may fluctuate lths@ a number of factors, including variations iinjpcted taxable income in the
various geographic locations in which we operat@nges in the valuation of our net deferred tartassesolution of potential exposures, tax
positions taken on tax returns filed in the varigesgraphic locations in which we operate, andnttreduction of new accounting standards
or changes in tax laws or interpretations theradhe various geographic locations in which we aferwWe have recorded liabilities to
address potential tax exposures related to busaresgicome tax positions we have taken that cbeldhallenged by taxing authorities. The
ultimate resolution of these potential exposureyg beagreater or less than the liabilities recondbith could result in an adjustment to our
future tax expense.

Liquidity and Capital Resources

Cash and cash equivalents, short-term investment$oag-term investments totaled $1,134.2 millisrodMarch 31, 2015 , compared
to $1,128.3 million as of September 30, 2014 ,espnting an increase of $5.9 million . The increaas primarily due to cash provided by
operating activities of $328.7 million for the shonths ended March 31, 2015 , which was partidfiyed by $306.9 million of cash used for
the repurchase of outstanding common stock undestoak repurchase program for the six months emidth 31, 2015 . Cash provided by
operating activities for the first six months afdal year 2015 resulted from net income of $174lBom combined with changes in operating
assets and liabilities, as adjusted for variouscash items including stock-based compensatiorred&dion and amortization charges. Based
on our current operating and capital expendituredasts, we believe that our existing cash andsinvent balances, together with cash
generated from operations should be sufficient éethour operating requirements for at least the feedve months.

Cash provided by investing activities was $49.1ianilfor the six months ended March 31, 2015 , carag to cash provided by
investing activities of $140.8 million for the sameriod in the prior year. Investing activitieslumbe purchases, sales and maturities of
available-for-sale securities, business acquissticapital expenditures and changes in restricdst cequirements. The amount of cash
provided by investing activities for the six montrsded March 31, 2015 was primarily due to thessatel maturity of investments partially
offset by purchases of investments and capital rdipgres related to maintaining our operations dwitle.

Cash used in financing activities was $286.0 miillior the six months ended March 31, 2015 , contbtreash used in financing
activities of $331.3 million for the same periodtlire prior year. Our financing activities for the sionths ended March 31, 2015 consisted
primarily of cash required for the repurchase dtanding common stock under our stock repurchesgrgm of $306.9 million , partially
offset by cash received from the exercise of emgastock options and stock purchases under ougemktock purchase plan of $16.7
million .

Obligations and Commitments

As of March 31, 2015, our principal commitmentsisisted of obligations outstanding under operdeages. We lease our facilities
under operating leases that expire at various diateagh 2025. There have been no material changas principal lease commitments
compared to those discussed in Note 8 to our armwnolidated financial statements.

We outsource the manufacturing of our pre-configurardware platforms to contract manufacturers adsemble each product to our
specifications. Our agreement with our largest @mtmanufacturer allows them to procure compomesmntory on our behalf based upon a
rolling production forecast. We are contractualyigated to purchase the component inventory imatance with the forecast, unless we
give notice of order cancellation in advance ofl@aple lead times. There have been no materiai@ésin our inventory purchase
obligations compared to those discussed in Notedit annual consolidated financial statements.

Recent Accounting Pronouncements

The anticipated impact of recent accounting proeeurents is discussed in Note 1 to the accompanNatgs to Consolidated Financ
Statements of this Quarterly Report on Form 10-Q.

Risk Factors that May Affect Future Results

This Quarterly Report on Form 10-Q contains forwkmaking statements that involve risks and unceti@s. Our business, operating
results, financial performance and share price beagnaterially adversely affected by a number ofdies; including but not limited to the
following risk factors, any one of which could cauwesctual results to vary materially from anticightesults or from those expressed in any
forward-looking statements made by us in this QarirtReport on Form 10-Q or in other reports, pressases or other statements issued
from time to time. Additional factors that may cawsich a difference are set forth elsewhere inQhbigrterly Report on Form 10-Q.
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Our quarterly and annual operating results may fltuate in future periods, which may cause our stqgiice to fluctuate

Our quarterly and annual operating results havieedaignificantly in the past and could vary sigrahtly in the future, which makes it
difficult for us to predict our future operatingstéts. Our operating results may fluctuate due\aréety of factors, many of which are outside
of our control, including the changing and recerthatile U.S. and global economic environment, akhinay cause our stock price to
fluctuate. In particular, we anticipate that theesof customer orders may increase as we continfeetis on larger business accounts. A d
in the recognition of revenue, even from just ooeoant, may have a significant negative impact wnresults of operations for a given
period. In the past, a majority of our sales haserbrealized near the end of a quarter. Accordjrgtielay in an anticipated sale past the end
of a particular quarter may negatively impact asults of operations for that quarter, or in soases, that fiscal year. Additionally, we have
exposure to the credit risks of some of our custsraad sub-tenants. Although we have programsaicepthat are designed to monitor and
mitigate the associated risk, there can be no assarthat such programs will be effective in redgaur credit risks adequately. We monitor
individual payment capability in granting creditaamgements, seek to limit the total credit to anteuve believe our customers can pay and
maintain reserves we believe are adequate to exyErsure for potential losses. If there is a detation of a sub-tenant’s or a major
customer’s creditworthiness or actual defaultshégber than expected, future losses, if incurred)a harm our business and have a material
adverse effect on our operating results. Furtharpperating results may be below the expectatidisecurities analysts and investors in
future quarters or years. Our failure to meet tleegeectations will likely harm the market pricecafr common stock. Such a decline could
occur, and has occurred in the past, even wherewe imet our publicly stated revenue and/or earrguiggance.

Our stock price could be volatile, particularly dimg times of economic uncertainty and volatility iomestic and international stock
markets

Our stock price has been volatile and has fluctuaignificantly in the past. The trading price of atock is likely to continue to be
volatile and subject to fluctuations in the futuB®me of the factors that could significantly affde market price of our stock include:

» Actual or anticipated variations in operating aimdfcial result:
» Analyst reports or recommendatic

* Rumors, announcements or press articles regaodincompetitors’ operations, management, orgéoizafinancial condition or financial
statements; and

» Other events or factors, many of which are beyamdcontrol

The stock market in general and the market forrteldgy companies in particular, have experiencdreae price and volume
fluctuations. These fluctuations have often beemlated or disproportionate to operating perforneafitie fluctuations may continue in the
future and this could significantly impact the valof our stock and your investment.

Cloud based computing trends present competitivel arecution risks

Customers are transitioning to a hybrid computingrenment utilizing various cloud-based softwanel @ervices accessed via various
smart client devices. Pricing and delivery modetsevolving and our competitors are developing @eloying cloud-based services for
customers. We are devoting significant resourceet@lop and deploy our own competing cloud-basévare and services strategies.
While we believe our expertise and investmentoftware and infrastructure for cloud-based servimesides us with a strong foundation to
compete, it is uncertain whether our strategiekattitact the customers or generate the revenugregtjto be successful. In addition to
software development costs, we are incurring dostsiild and maintain infrastructure to supportuclecomputing services. These costs may
reduce the operating margins we have previousleael. Whether we are successful in this new bssingodel depends on our execution in
a number of areas, including:

e continuing to innovate and bring to market cotiipg cloud-based services that generate increasing traffiaveanrttet shar
* maintaining the utility, compatibility and performee of our software on the growing array of cloochputing platforms; ar

» implementing the infrastructure to deliver our ogloud based servict

These new business models may reduce our revenogg@ting margins and could have a material adveffect on our business,
results of operations and financial condition.
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Our business could be adversely impacted by coadgiaffecting the information technology market

A substantial portion of our business depends erd#fmand for information technology by large enisgpcustomers and service
providers. In addition to the challenges presebtedew cloud computing models, we are dependent tip overall economic health of our
current and prospective customers and the contigteath and evolution of the Internet. Internatipmational, regional and local economic
conditions, such as recessionary economic cyctesrgated economic slowdown or further deterioratid the economy could adversely
impact demand for our products. Demand for our petgland services depends substantially upon thergledemand for application delive
products and associated services, which fluctuzdesd on numerous factors, including capital spenidivels and growth of our current and
prospective customers, as well as general econoonmiditions. Moreover, the purchase of our prodisctdten discretionary and may involve
a significant commitment of capital and other reses. Future economic projections for the infororatiechnology sector are uncertain as
companies continue to reassess their spendingdbnology projects and embrace new models for eisfiof IT services, such as cloud
computing. As a result, spending priorities for ourrent and future customers may vary and demandur products and services may be
impacted. In addition, customer buying patternsciignging over time and more customers seek tosmdtware on a subscription basis.
These evolving business models could lead to ctsimggemand and licensing strategies, which coalela material adverse effect on our
business, results of operations and financial ¢amdi

Industry consolidation may result in increased costfiion

Some of our competitors have made acquisitionsitared into partnerships or other strategic retatiips to offer a more
comprehensive solution than they had previouslgreff. We have also entered into large, strategtagahips to enhance our competitive
position in the marketplace. As IT companies attetmstrengthen or maintain their market positionthe evolving application delivery,
mobility, cloud networking and cloud platform maikethese companies continue to seek to delivepoeinensive IT solutions to end users
and combine enterprise-level hardware and softsaltgions that may compete with our solutions amittv could negatively impact our
partnerships. These consolidators or potentialaatetors may have significantly greater financtabhnical and other resources than we do
and may be better positioned to acquire and offergiementary products and services. The compaesesting from these possible
combinations may create more compelling productsamdice offerings and be able to offer greatesipg flexibility or sales and marketing
support for such offerings than we can. These heigdd competitive pressures could result in addssistomers or a reduction in our
revenues or revenue growth rates, all of whichdaglversely affect our business, results of oparatand financial condition.

In addition to other risks listed in this “Risk Faors” section, factors that may affect our operagmesults include, but are not limited
to:

» fluctuations in demand for our products and ieewdue to changing market conditions, pricingditions, technology evolution,
seasonality, or other changes in the global econemyironment;

» changes or fluctuations in sales and implementatyafes for our products and servic

» reduced visibility into our customerspending and implementation plée

» reductions in customerbudgets for data center and other IT purchaseslayslin these purchas

 fluctuations in our gross margins, including thetéas described herein, which may contribute tddliectuations

« our ability to control costs, including operatingpenses, the costs of hardware and software compgmrand other manufacturing co

» our ability to develop, introduce and gain mamkeceptance of new products, technologies andcgsnand our success in new and
evolving markets;

« any significant changes in the competitive envirenimincluding the entry of new competitors or shstantial discounting of products
services;

» the timing and execution of product transitionsmew product introductions, and related inventorgts
» Vvariations in sales channels, product costs, orahproducts sol
» our ability to establish and manage our distributtbannels, and the effectiveness of any changesaie to our distribution mod

 the ability of our contract manufacturers anggigrs to provide component parts, hardware platéoand other products in a timely
manner;

» benefits anticipated from our investments in satearketing, product development, manufacturingtbeoactivities
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» changes in tax laws or regulations, or other acttogmules; an

» general economic conditions, both domestically ianslr foreign market

Our success depends on our timely development @f peoducts and features, market acceptance of neadpct offerings and proper
management of the timing of the life cycle of ourqulucts

The markets for our products and services are ctearaed by:
» rapid technological chan¢
» evolving industry standarc
 fluctuations in customer dema
» changes in customer requirements;

» frequent new product and service introductionsemtancement

Our continued success depends on our ability tatiiyeand develop new products and new featuresdmrexisting products to meet
demands of these changes, and the acceptancesefghmducts and features by our existing and taggbmers. If we are unable to identify,
develop and deploy new products and new produtitifesion a timely basis, our business and restitiperations may be harmed.

The current development cycle for our productsiseerage 12-24 months. The introduction of nevdpets or product enhancements
may shorten the life cycle of our existing productsreplace sales of some of our current prodtictseby offsetting the benefit of even a
successful product introduction, and may causeoouests to defer purchasing our existing productmiticipation of the new products. This
could harm our operating results by decreasingssalereasing our inventory levels of older produmtd exposing us to greater risk of
product obsolescence. We have also experiencednandn the future experience, delays in developing releasing new products and
product enhancements. This has led to, and mdeifuture lead to, delayed sales, increased exp@mgklower quarterly revenue than
anticipated. Also, in the development of our praduae have experienced delays in the prototypfrauo products, which in turn has led to
delays in product introductions. In addition, coexily and difficulties in managing product transits at the end-dffe stage of a product ci
create excess inventory of components associatdid outgoing product that can lead to increasgabnses. Any or all of the above
problems could materially harm our business andltesf operations.

Our success depends on sales and continued innowatif our application delivery networking produdhles

For the fiscal year ended September 30, 2014 andixrmonths ended March 31, 2015 , we derivedaqimately 98.1% and 99.0% of
our net product revenues, respectively, or appratety 53.0% and 51.4% of our total net revenuespaetively, from sales of our application
delivery networking (ADN) product lines. We expéetcontinue to derive a significant portion of et revenues from sales of our ADN
products in the future. Implementation of our stggtdepends upon these products being able to sotieal network availability,
performance and security problems for our custonmieoair ADN products are unable to solve thesebfmms for our customers or if we are
unable to sustain the high levels of innovationim ADN product feature set needed to maintaindestdp in what will continue to be a
competitive market environment, our business asdlte of operations will be harmed.

We may not be able to compete effectively in theergimg application delivery networking market

The markets we serve are new, rapidly evolvinglagtly competitive, and we expect competition tosgst and intensify in the future.
Our principal competitors in the application defiv@etworking market include Brocade CommunicatiBgstems, Inc., Citrix Systems, Inc.,
Radware Ltd. and A10 Networks. In related ADC m&skere compete with the following:

» Cisco, Juniper Networks and Checkpoint Systembeemetwork firewall marke

» Cisco, Imperva and Citrix in the web applicatioreall market

e Cisco, Juniper and A10 in Carrier Grade N

» Procera, Allot, Sandvine and other DPI vendors withPEM offerings

» Riverbed Technology and Silver Peak Systems i\ optimization and application acceleration may
» Oracle via the acquisition of Tekelec and Acme Raakthe Diameter signaling mark

* IBM in enduser protection against malware, phishing and atyeerthreat:
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» Akamai Networks in cloutbased DDoS protection; &

» Blue Coat Systems in protecting enterprises franoimd and outbound malwe

We expect to continue to face additional competiis new participants enter our markets. As weingatto expand globally, we may
see new competitors in different geographic regitmaddition, larger companies with significarga@arces, brand recognition, and sales
channels may form alliances with or acquire conmgeéipplication delivery networking solutions froither companies and emerge as
significant competitors. Potential competitors nbaydle their products or incorporate an Interraffitr management or security component
into existing products in a manner that discouragess from purchasing our products. Any of thésmimstances may limit our opportunit
for growth and negatively impact our financial penmhance.

The average selling price of our products may dexse and our costs may increase, which may negagiimpact gross profits

It is possible that the average selling priceswfproducts will decrease in the future in respdossompetitive pricing pressures,
increased sales discounts, new product introdustignus or our competitors or other factors. Traeefin order to maintain our gross profits,
we must develop and introduce new products andyataehhancements on a timely basis and continvedlyce our product costs. Our faill
to do so will cause our net revenue and grosstprifidecline, which will harm our business andiltsof operations. In addition, we may
experience substantial period-to-period fluctuaionfuture operating results due to the erosioousfaverage selling prices.

It is difficult to predict our future operating reslts because we have an unpredictable sales cycle

Our products have a lengthy sales cycle and thegiof our revenue is difficult to predict. Histoaily, our sales cycle has ranged from
approximately two to three months and has tenddéghigthen as our products become increasingly cexnpliso, as our distribution strategy
is focused on a channel model, utilizing value-alddssellers, distributors and systems integratbeslevel of variability in the length of sales
cycle across transactions has increased and madgetdifficult to predict the timing of many of osiales transactions. Sales of our products
require us to educate potential customers in tig@rand benefits. Sales of our products are sutgjetetlays from the lengthy internal
budgeting, approval and competitive evaluation esses that large enterprises and governmentaksntiay require. For example, custon
frequently begin by evaluating our products omdtkd 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 preducénhancements by our competitors or
us. As a result, our products have an unpredictsdiies cycle that contributes to the uncertaintyusffuture operating results.

Our business may be harmed if our contract manufairs are not able to provide us with adequate sliggpof our products or if a
single source of hardware assembly is lost or inmpdi

We outsource the manufacturing of our hardwardatais to third party contract manufacturers whaeadse these hardware platforms
to our specifications. We have experienced mindaydein shipments from contract manufacturers eghst. However, if we experience
major delays in the future or other problems, saglnferior quality and insufficient quantity ofgaluct, any one or a combination of these
factors may harm our business and results of dpesatThe inability of our contract manufactureygtovide us with adequate supplies of
products or the loss of one or more of our contna@bufacturers may cause a delay in our abilifylfdl orders while we obtain a
replacement manufacturer and may harm our busarebsesults of operations. In particular, we cutyesubcontract manufacturing of our
application delivery networking products to a seagbntract manufacturer with whom we do not halang-term contract. If our arrangement
with this single source of hardware assembly wasiteated or otherwise impaired, and we were nat &blengage another contract
manufacturer in a timely manner, our businesspfifed condition and results of operation could deeaasely affected.

If the demand for our products grows, we will néeéhcrease our raw material and component purshasatract manufacturing
capacity and internal test and quality control fioxs. Any disruptions in product flow may limit btevenue, may harm our competitive
position and may result in additional costs or edlation of orders by our customers.

Our business could suffer if there are any interrtipns or delays in the supply of hardware componefrom our third-party sources

We currently purchase several hardware componaets in the assembly of our products from a numbsingle or limited sources.
Lead times for these components vary significarithe unavailability of suitable components, anginiption or delay in the supply of any
these hardware components or the inability to peusimilar component from

25




Table of Contents

alternate sources at acceptable prices withinsoresble time, may delay assembly and sales ofrodiupts and, hence, our revenues, and
may harm our business and results of operations.

We are subject to governmental export and imporhtols that could subject us to liability or impaiwur ability to compete in
international markets

Our products are subject to U.S. export controtbraay be exported outside the U.S. only with tlypired level of export license or
through an export license exception because wepncate encryption technology into our productsadidition, various countries regulate
import of certain encryption technology and havaated laws that could limit our ability to distrileuour products or our customeeddility to
implement our products in those countries. Changesir products or changes in export and importilggns may create delays in the
introduction of our products in international magkgrevent our customers with international openatfrom deploying our products
throughout their global systems or, in some cgsesent the export or import of our products taa@ercountries altogether. Any change in
export or import regulations or related legislatishift in approach to the enforcement or scopexasting regulations or change in the
countries, persons or technologies targeted by sgiilations, could result in decreased use opoanlucts by, or in our decreased ability to
export or sell our products to, existing or potehtustomers with international operations. Anyrdased use of our products or limitation on
our ability to export or sell our products woullldly adversely affect our business, operating tesd financial condition.

Reliance on shipments at the end of the quarter ltboause our revenue for the applicable period &l below expected levels

As a result of customer buying patterns and theresfiof our sales force and channel partners td oreexceed their sales objectives,
have historically received a substantial portiosales orders and generated a substantial poifti@mvenue during the last few weeks of each
fiscal quarter. In addition, any significant intgption in our information technology systems, whisnage critical functions such as order
processing, revenue recognition, financial forez;astzentory and supply chain management, and tadgliance reviews, could result in
delayed order fulfillment and decreased revenuéhfar fiscal quarter. If expected revenue at the @rany fiscal quarter is delayed for any
reason, including the failure of anticipated pussharders to materialize, our third party contraahufacturers’ inability to manufacture and
ship products prior to fiscal quarter-end to fllfiirchase orders received near the end of thalftgearter, our failure to manage inventory to
meet demand, our inability to release new prodactschedule, any failure of our systems relateatder review and processing, or any
delays in shipments based on trade compliancenagents, our revenue for that quarter could fdthleour expectations, resulting in a
decline in the trading price of our common stock.

We may not be able to adequately protect our irtefial property, and our products may infringe ohe intellectual property rights of
third parties

We rely on a combination of patent, copyright, &nawdirk and trade secret laws, and restrictions seiatiure of confidential and
proprietary information to protect our intellectymbperty rights. Despite our efforts to protect proprietary rights, unauthorized parties n
attempt to copy or otherwise obtain and use oudyets or technology. Monitoring unauthorized usewf products is difficult, and we
cannot be certain that the steps we have takerprellent misappropriation of our technology, pattcly in foreign countries where the laws
may not protect our proprietary rights as fullyimshe United States.

Our industry is characterized by the existencelafge number of patents and frequent claims alatieig litigation regarding patent and
other intellectual property rights. In the ordinagurse of our business, we are involved in dispatel licensing discussions with others
regarding their claimed proprietary rights and adrprovide assurance that we will always succelgsfidfend ourselves against such claims.
We expect that infringement claims may increastn@asiumber of products and competitors in our nari@eases and overlaps occur. Also,
as we have gained greater visibility, market exp@sund competitive success, we face a higher fiflkeing the subject of intellectual prope
infringement claims. If we are found to infringestproprietary rights of others, or if we otherwssstle such claims, we could be compelle
pay damages or royalties and either obtain a leémshose intellectual property rights or alter products so that they no longer infringe
upon such proprietary rights. Any license could/bey expensive to obtain or may not be availabllaSimilarly, changing our products or
processes to avoid infringing upon the rights dleos may be costly or impractical. In addition, lveeve initiated, and may in the future
initiate, claims or litigation against third pagiéor infringement of our proprietary rights, ordetermine the scope and validity of our
proprietary rights or those of our competitors. Axfythese claims, whether claims that we are igfrig the proprietary rights of others, or
vice versa, with or without merit, may be time-comsng, result in costly litigation and diversiontethnical and management personnel or
require us to cease using infringing technologyettg non-infringing technology or enter into rayabr licensing agreements. Further, our
license agreements typically require us to indeyoifr customers, distributors and resellers fatirigiement actions related to our technoli
which could cause us to
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become involved in infringement claims made agadustcustomers, distributors or resellers. Anyhaf above-described circumstances
relating to intellectual property rights disputesilel result in our business and results of opematheing harmed.

We incorporate open source software into our prisdudthough we monitor our use of open sourcealigghe terms of many open
source licenses have not been interpreted by Gi8ts; and there is a risk that such licenses doeldonstrued in a manner that could impose
unanticipated conditions or restrictions on outigbio commercialize our products. We could algosbibject to similar conditions or
restrictions should there be any changes in tlemding terms of the open source software incorpdriato our products. In either event, we
could be required to seek licenses from third parith order to continue offering our products,g@mngineer our products or to discontinue
sale of our products in the eventargineering cannot be accomplished on a timelypotessful basis, any of which could adversely aifeq
business, operating results and financial condition

Many of our products include intellectual propditgnsed from third parties. In the future, it ntesynecessary to renew licenses for
third party intellectual property or obtain newelitses for other technology. These third party Besrmay not be available to us on acceptable
terms, if at all. The inability to obtain certaindnses, or litigation regarding the interpretatiorenforcement of license rights and related
intellectual property issues, could have a matadlakerse effect on our business, operating reantlfinancial condition. Furthermore, we
license some third party intellectual property ama-€xclusive basis and this may limit our ability t@fect our intellectual property rights
our products.

We may not be able to sustain or develop new distibn relationships, and a reduction or delay imles to significant distribution
partners could hurt our busines

We sell our products and services through multiidéribution channels in the United States andrivetgonally, including leading
industry distributors, value-added resellers, systetegrators, service providers and other intliceannel partners. We have a limited
number of agreements with companies in these clgrared we may not be able to increase our numhbdisibution relationships or
maintain our existing relationships. Recruiting aathining qualified channel partners and trairttigm in our technologies requires
significant time and resources. These channel petmay also market, sell and support productssandces that are competitive with ours
and may devote more resources to the marketings sald support of such competitive products. Qdiréat sales channel structure could
subject us to lawsuits, potential liability, anguéational harm if, for example, any of our chanpesitners misrepresent the functionality of
our products or services to customers or violatsslar our corporate policies. If we are unabledtallish or maintain our indirect sales
channels, our business and results of operatiohbevharmed. In addition, three worldwide disttiims of our products accounted for 45.9%
of our total net revenue for fiscal year 2014 .eehworldwide distributors of our products accourftedi4.1% of our total net revenue for
fiscal year 2013 . Four worldwide distributors air @roducts accounted for 57.8% of our total neeneie for the six months ended March 31,
2015 . A substantial reduction or delay in saleswfproducts to these distribution partners, ifreplaced by sales to other indirect channel
partners and distributors, could harm our busingsstating results and financial condition.

Undetected software or hardware errors or secusitynerabilities may harm our business and resultsaperations

Our products may contain undetected errors or tefelen first introduced or as new versions areastd. We have experienced these
errors or defects in the past in connection witlv peoducts and product upgrades. As our produascastomer IT infrastructures become
increasingly complex, customers may experiencereséen errors in implementing our products intar tieenvironments. We expect that
these errors or defects will be found from timeinee in new or enhanced products after commencenfardmmercial shipments. These
problems may cause us to incur significant warramty repair costs, divert the attention of our eegring personnel from our product
development efforts and cause significant custamdations problems. We may also be subject tolitglmlaims for damages related to
product errors or defects. While we carry insurgnalécies covering this type of liability, theseljgges may not provide sufficient protection
should a claim be asserted. A material productlifglrlaim may harm our business and results afragions.

Our products must successfully operate with pralfroim other vendors. As a result, when problentsiom a network, it may be
difficult to identify the source of the problem. &loccurrence of software or hardware problems, hdretaused by our products or another
vendors products, may result in the delay or loss of maakceptance of our products. The occurrenceybathese problems may harm
business and results of operations.

Our products are used to manage critical applinatand data for customers and third parties maynait to exploit security
vulnerabilities in our products as well as our ingd IT systems. As we continue to focus on thesttgyment and marketing of security
solutions, we become a bigger target for malicioursputer hackers who wish to exploit security vedibdities in our products or IT systems.
These problems may cause us to incur significanedgation costs, divert the
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attention of our engineering personnel from oudpid development efforts and cause significantaruset relations problems. Adverse
publicity related to security vulnerabilities orrdage to a customer’s operations due to exploitatf@ecurity vulnerability in our products or
IT systems may harm our business and results agatipas.

Any errors, defects or vulnerabilities in our protiuor IT systems could result in:

» expenditures of significant financial and proddevelopment resources in efforts to analyze eotreliminate, or work-around errors and
defects or to address and eliminate vulnerabijities

» loss of existing or potential customers or chamaetners
» delayed or lost revent
» delay or failure to attain market accepta

e anincrease in warranty claims compared withhastiorical experience, or an increased cost oficiag warranty claims, either of which
would adversely affect our gross margins; and

« litigation, regulatory inquiries, or investigatiotisat may be costly and harm our reputa

We are dependent on various information technolagystems, and failures of or interruptions to thosgstems could harm our business

Many of our business processes depend upon owstérss, the systems and processes of third paatidspn interfaces with the
systems of third parties. For example, our ordényesystem provides information to the systemswofadntract manufacturers, which enables
them to build and ship our products. If those aystéail or are interrupted, or if our ability torooect to or interact with one or more networks
is interrupted, our processes may function at dardéied level or not at all. This would harm ouiliabto ship products, and our financial
results may be harmed.

In addition, reconfiguring our IT systems or othesiness processes in response to changing busieeds may be timesnsuming an
costly. To the extent this impacted our abilityréact timely to specific market or business oppties, our financial results may be harmed.

Our operating results are exposed to risks assaaiatvith international commerce

As our international sales increase, our operatsglts become more exposed to international dpgreisks. Additionally, our
international sales and operations are subjechiamaber of risks, including the following:

» greater difficulty in enforcing contracts and acetsureceivable collection and longer collectioniqeds;
» the uncertainty of protection for intellectual peoty rights in some countri¢
» greater risk of unexpected changes in regulataagtimes, tariffs, and tax laws and trea

» risks associated with trade restrictions andifpr legal requirements, including the importatioertification, and localization of our
products required in foreign countries;

» greater risk of a failure of foreign employepartners, distributors, and resellers to compiywidth U.S. and foreign laws, including
antitrust regulations, the U.S. Foreign CorrupttRcas Act, and any trade regulations ensuringtfaite practices;

» heightened risk of unfair or corrupt businesacgices in certain geographies and of improperaardulent sales arrangements that may
impact financial results and result in restatemefitsr irregularities in, financial statements;

» increased expenses incurred in establishing andtaiaing office space and equipment for our intdameal operation:

» greater difficulty in recruiting local experiencpdrsonnel, and the costs and expenses associdtesuoh activitie:

e management communication and integration probl@sslting from cultural and geographic dispers

 fluctuations in exchange rates between the U.S$adahd foreign currencies in markets where we whirtess

» economic uncertainty around the world, includingt@azued economic uncertainty as a result of sogerdebt issues in Europe; :

» general economic and political conditions in thieseign market:

We must hire and train experienced personnel foata manage our foreign operations. To the exteattwe experience difficulties in
recruiting, training, managing, and retaining aeiinational staff, and specifically staff related t
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sales management and sales personnel, we mayengeedifficulties in sales productivity in foreigmarkets. We also enter into strategic
distributor and reseller relationships with comparin certain international markets where we dohaot a local presence. If we are not able
to maintain successful strategic distributor relaships internationally or recruit additional comijas to enter into strategic distributor
relationships, our future success in these intemakt markets could be limited. Business practiogbe international markets that we serve
may differ from those in the United States and memuire us in the future to include terms othentbar standard terms in customer contr.
We intend to continue expanding into internatiamarkets. Sales outside of the Americas represet8ddo and 42.5% of our net revenues
for the fiscal years ended September 30, 2014 amad 2respectively, and 43.6% for the six montideenMarch 31, 2015 .

These factors and other factors could harm ouitybd gain future international revenues and, egp®ntly, materially impact our
business, operating results, and financial condifitne expansion of our existing international @tiens and entry into additional
international markets will require significant maeanent attention and financial resources. Ourriaila successfully manage our
international operations and the associated rikstevely could limit the future growth of our bngss.

A portion of our revenue is generated by sales twgrnment entities, which are subject to a numbéicballenges and risks

Sales to U.S. and foreign, federal, state, and p@meernmental agency end-customers account fagréfisant portion of our revenues
and we may in the future increase sales to govanherdities. Sales to government entities are stibgea number of risks. Selling to
government entities can be highly competitive, egdee, and time consuming, often requiring sigaifitupfront time and expense without
any assurance that these efforts will generatdéea Fae substantial majority of our sales to datgdvernment entities have been made
indirectly through our channel partners. Governneemtification requirements for products like oaray change, thereby restricting our
ability to sell into the federal government seatntil we have attained the revised certificatiomv€&rnment demand and payment for our
products and services may be impacted by publimsbadgetary cycles and funding authorizationshtinding reductions or delays
adversely affecting public sector demand for owdprcts and services. Government entities may havetsry, contractual or other legal
rights to terminate contracts with our distributarsl resellers for convenience or due to a defantt,any such termination may adversely
impact our future operating results. Governmentsimely investigate and audit government contrattadministrative processes, and any
unfavorable audit could result in the governmefusiag to continue buying our products and serviaagduction of revenue or fines or civil
or criminal liability if the audit uncovers improper illegal activities, which could adversely ingp@ur operating results in a material way.
Finally, for purchases by the U.S. governmentgitvernment may require certain products to be nztufed in the United States and other
relatively high cost manufacturing locations, areliway not manufacture all products in locations theet the requirements of the U.S.
government, affecting our ability to sell thesedarcts to the U.S. government.

Our failure to adequately protect personal inforniah could have a material adverse effect on our mess

A wide variety of local, state, national, and imt&ional laws, directives and regulations applth#collection, use, retention,
protection, disclosure, transfer, and other prangssf personal data. These data protection ancgyirelated laws and regulations continue
to evolve and may result in ever-increasing regujand public scrutiny and escalating levels dbamrement and sanctions and increased
costs of compliance. Our failure to comply with bggble laws and regulations, or to protect sudiadeould result in enforcement action
against us, including fines, imprisonment of compafiicials and public censure, claims for damalgg&nd-customers and other affected
individuals, damage to our reputation and lossoafdyvill (both in relation to existing end-customarsd prospective end-customers), any of
which could have a material adverse effect on erations, financial performance, and businessn@hg definitions of personal data and
personal information, within the European Uniorg tnited States, and elsewhere, especially relatimtpssification of IP addresses,
machine identification, location data, and othdoiimation, may limit or inhibit our ability to opate or expand our business, including
limiting strategic partnerships that may involve gharing of data.

Misuse of our products could harm our reputation

Our products may be misused by end-customers mf phairties that obtain access to our productsekample, our products could be
used to censor private access to certain informatiothe Internet. Such use of our products fosoeship could result in negative publicity
and damage to our reputation. In addition, as nodrmur products are subject to export control ragahs, diversion of our products to
restricted third parties by others could resuihivestigations, penalties, fines, trade restriiand negative publicity that could damage our
reputation and materially impact our business, gy results, and financial condition.
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Changes in governmental regulations could negativelffect our revenues

Many of our products are subject to various regutat promulgated by the United States and variousign governments including, k
not limited to, environmental regulations and ragjohs implementing export license requirementsrasttictions on the import or export of
some technologies, especially encryption technol@ipanges in governmental regulation and our iitglt failure to obtain required
approvals, permits or registrations could harmiotarnational and domestic sales and adverselgtadigr revenues, business and operations.

New regulations related to conflict minerals mayrée us to incur additional expenses and could lirttie supply and increase the costs
of certain metals and minerals used in the manufadhg of our products

In August 2012, the SEC adopted new requiremerdsruthe Dodd-Frank Wall Street Reform and Consupnetection Act of 2010 (or
the Dodd-Frank Act) for companies that use centaiimerals and derivative metals (referred to aslaimhinerals, regardless of their country
of origin) in their products, whether or not thgseducts are manufactured by third parties. ThedJedhnk Act requires companies to
perform due diligence and disclose whether or nohsninerals originate from the Democratic Repubfi€ongo or adjoining countries. We
filed a report on Form SD with the SEC regardinghsmatters on May 30, 2014 and are required t@fil@n annual basis going forward.
These new requirements could adversely affectdbecgg, availability and pricing of minerals or tals used in the manufacture of our
products and the numerous components that go imtproducts all of which could adversely affect business, financial condition, and
operating results. In addition, we will incur adalital costs to comply with the disclosure requiratagincluding costs related to determining
the source of any relevant minerals and metals insedr products. We have a complex supply chathraany components are sourced
through our contract manufacturer and we may nattide to sufficiently verify the origins for thes@nerals and metals used in our products
through the due diligence procedures that we implamAs a result, we may face reputational chablsngith our customers and other
stakeholders and possible regulatory risk.

Changes in financial accounting standards may causgverse unexpected revenue fluctuations and afi@at reported results of
operations

A change in accounting policies can have a sigaifieffect on our reported results and may evestaéfur reporting of transactions
completed before the change is effective. New pranements and varying interpretations of existirmppuncements have occurred with
frequency and may occur in the future. Changesitiirg rules, or changes to the interpretationexi$ting rules, could lead to changes in
our accounting practices, and such changes coulglsely affect our reported financial results @ #ay we conduct our business.

We may have exposure to greater than anticipated liabilities

Our provision for income taxes is subject to vdilgtand could be adversely affected by nondedileti#itock-based compensation,
changes in the research and development tax ¢a@dit earnings being lower than anticipated insgligtions where we have lower statutory
rates and being higher than anticipated in jurisslis where we have higher statutory rates, tramsfeing adjustments, not meeting the te
and conditions of tax holidays or incentives, ctemin the valuation of our deferred tax assetdliabdities, changes in actual results versus
our estimates, or changes in tax laws, regulati@ospunting principles or interpretations theréofaddition, like other companies, we may
subject to examination of our income tax returnshgyU.S. Internal Revenue Service and other téxoaities. While we regularly assess the
likelihood of adverse outcomes from such examimatiand the adequacy of our provision for incomegathere can be no assurance that
such provision is sufficient and that a determmrathy a tax authority will not have an adverseafta our results of operations.

Acquisitions present many risks and we may not iealthe financial and strategic goals that are centplated at the time of the
transaction

With respect to our past acquisitions, as wellrgsaher future acquisitions we may undertake, vag find that the acquired
businesses, products or technologies do not fudhiebusiness strategy as expected, that we paid than what the assets are later worth or
that economic conditions change, all of which mageyate future impairment charges. Our acquisitioag be viewed negatively by
customers, financial markets or investors. Therg beadifficulty integrating the operations and ensel of the acquired business, and we
may have difficulty retaining the key personnettd acquired business. We may have difficulty tegnating the acquired technologies or
products with our existing product lines. Our omgpbusiness and management’s attention may beptistor diverted by transition or
integration issues and the complexity of managegpgaphically and culturally diverse locations. Way have difficulty maintaining unifor
standards, controls, procedures and policies atwoatons. We may experience significant problembiabilities associated with product
quality, technology and other matters.
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Our inability to successfully operate and integrata/ly-acquired businesses appropriately, effelgtimad in a timely manner, or to
retain key personnel of any acquired businessddoave a material adverse effect on our abilitiat@ advantage of further growth in dem
for integrated traffic management and security timhs and other advances in technology, as wedhasur revenues, gross margins and
expenses.

Our success depends on our key personnel and oulitalto hire, retain and motivate qualified execwes, sales and marketing,
operations, product development and professional&es personnel

Our success depends, in large part, on our abdlisttract, engage, retain, and integrate qualdiestutives and other key employees
throughout all areas of our business. In ordettract and retain executives and other key empbyea competitive marketplace, we must
provide a competitive compensation package, inolydash- and equity-based compensation. If we tlolstain the stockholder approval
needed to continue granting equity compensati@adampetitive manner, our ability to attract, nef@ind motivate executives and key
employees could be weakened. Failure to succegs$fut executives and key employees or the losmgfexecutives and key employees
could have a significant impact on our operatidnsaddition, we recently announced that our CE@rids to retire on July 1, 2015 and that
the Company had chosen his successor, Manuel Rigedssume the role of President and CEO effedtie 1, 2015. Unanticipated
disruption in the succession process could be plisteito our business and could adversely affecboginess and results of operations.
Further, changes in our management team may héptiise to our business, and any failure to succdlgshtegrate key new hires or
promoted employees could adversely affect our lmssimnd results of operations. The complexity ofapplication delivery networking
products and their integration into existing netkgoand ongoing support, as well as the sophisticaif our sales and marketing effort,
requires us to retain highly trained developersfgasional services, customer support and salesmeel. Competition for qualified
developers, professional services, customer supporsales personnel in our industry is intensadme of the limited number of people
available with the necessary technical skills andeustanding of our products. Our ability to hirel @etain these personnel may be adversely
affected by volatility or reductions in the priceaur common stock, since these employees are gilyngranted restricted stock units. The
loss of services of any of our key personnel, tiability to retain and attract qualified personimethe future or delays in hiring qualified
personnel may harm our business and results ohtipes.

We face litigation risks

We are a party to lawsuits in the normal courseurfbusiness. Litigation in general, and intelletjoroperty and securities litigation in
particular, can be expensive, lengthy and disrepiivnormal business operations. Moreover, thdteesticomplex legal proceedings are
difficult to predict. Responding to lawsuits hagbgand will likely continue to be, expensive ainget:consuming for us. An unfavorable
resolution of these lawsuits could adversely aftectbusiness, results of operations or finanaaldition.

Anti-takeover provisions could make it more diffitttfor a third party to acquire us

Our Board of Directors has the authority to isspeai10,000,000 shares of preferred stock andterikne the price, rights,
preferences, privileges and restrictions, includinting rights, of those shares without any furthete or action by the shareholders. The
rights of the holders of common stock may be suligand may be adversely affected by, the righthe holders of any preferred stock that
may be issued in the future. The issuance of pedestock may have the effect of delaying, defgranpreventing a change of control of our
company without further action by our shareholdard may adversely affect the voting and other siglithe holders of common stock.
Further, certain provisions of our bylaws, inclugle provision limiting the ability of shareholddesraise matters at a meeting of shareholders
without giving advance notice, may have the eftéaelaying or preventing changes in control or agggment of our company, which could
have an adverse effect on the market price of oomgon stock. Similarly, state anti-takeover law¢hia State of Washington related to
corporate takeovers may prevent or delay a chahgendrol of our company.

Our business is subject to the risks of earthquaki&®, power outages, floods, and other catastraplvents, and to interruption by
man-made problems such as terrorism

A significant natural disaster, such as an eartkgua fire, a flood, or a significant power outageld have a material adverse impac
our business, operating results, and financial itimmd We have an administrative and product dgwedent office and a third party contract
manufacturer located in the San Francisco Bay Axeagion known for seismic activity. In additiorgtural disasters could affect our supply
chain, manufacturing vendors, or logistics providebility to provide materials and perform serg@ich as manufacturing products or
assisting with shipments on a timely basis. Ingbent our or our service providers’ informationtiealogy systems or manufacturing or
logistics abilities are hindered by any of the dsatiscussed above, shipments could be delayadtingsin missed financial targets, such as
revenue and shipment targets, for a particulartquan addition, cyber-attacks, acts of terroriemother geo-political unrest could cause
disruptions in our
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business or the business of our supply chain, naatwrers, logistics providers, partners, or enderusrs or the economy as a whole. Any
disruption in the business of our supply chain, afacturers, logistics providers, partners or enstamers that impacts sales at the end of a
fiscal quarter could have a significant adverseadaotn our quarterly results. All of the aforemengéd risks may be further increased if the
disaster recovery plans for us and our supplievggto be inadequate. To the extent that any oaliue should result in delays or
cancellations of customer orders, or the delapérhanufacture, deployment or shipment of our prtgjwur business, financial condition
and operating results would be adversely affected.

ltem 3. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate RiskVe maintain an investment portfolio of various hiodgs, types, and maturities. Our primary objecfieholding
fixed income securities is to achieve an approgriatestment return consistent with preservinggipal and managing risk. At any time, a
sharp rise in market interest rates could havetanmahadverse impact on the fair value of our dixecome investment portfolio. Conversely,
declines in interest rates, including the impastrfdower credit spreads, could have a material mavienpact on interest income for our
investment portfolio. Our fixed income investmeats held for purposes other than trading. Our firedme investments were not leveraged
as of March 31, 2015 . We monitor our interest eate credit risks, including our credit exposurespecific rating categories and to
individual issuers. As of March 31, 2015 , 24.2%oof fixed income securities balance consisted.&. Jovernment and U.S. government
agency securities. We believe the overall credititpuof our portfolio is strong.

Management believes there have been no materiafjesao our quantitative and qualitative disclosuaigout market risk during the six
month period ended March 31, 2015, compared teetlliscussed in our Annual Report on Form 10-Kteryear ended September 30,
2014 .

Item 4. Controls and Procedure!

Our disclosure controls and procedures (as defm@&illes 13a-15(e) and 15d-15(e) under the Seesitikxchange Act of 1934, as
amended (the “Exchange Act”)) are designed to enthat required information is properly recordemcessed, summarized and reported
within the required timeframe, as specified in thies set forth by the SEC. Our disclosure contold procedures are also designed to er
that information required to be disclosed is acclated and communicated to management, includindChief Executive Officer and Chief
Financial Officer, to allow timely decisions regangl required disclosures.

Our management, with the participation of our Cligécutive Officer and Chief Financial Officer, &vated the effectiveness of our
disclosure controls and procedures as of Marcl2315 . Based upon that evaluation, our Chief Exeeudfficer and Chief Financial Officer
have concluded that our disclosure controls andguiares were effective as of March 31, 2015 .

There were no changes in our internal control éwancial reporting (as defined in Rules 13a-156¢f)L5d-15(f) of the Exchange Act)
during the period covered by this quarterly reploat have materially affected, or are reasonakglyito materially affect, our internal conti
over financial reporting.

PART Il — OTHER INFORMATION

Item 1. Legal Proceeding

We are not aware of any pending legal proceedimgfs individually or in the aggregate, are reastynpbssible to have a material
adverse effect on our business, operating resulfijancial condition. We are subject to a varietyther claims and suits that arise from
time to time in the ordinary course of our busingdthough management currently believes that résglclaims against us, individually or
aggregate, will not have a material adverse impadaiur financial statements, these matters areesuty inherent uncertainties and
management’s view of these matters may changeeifutiire. Such claims, even if not meritorious,ldaesult in the expenditure of
significant financial and managerial resources.

ltem 1A. Risk Factors

Information regarding risk factors appears in Pa#t Item 2 of this Quarterly Report on Form 10-®&nagement’s Discussion and
Analysis of Financial Condition and Results of Gytems — Risk Factors that May Affect Future ResUlT his information includes
previously disclosed material changes to the @sitdrs set forth in Part | — Item 1A of the FormK.0

32




Table of Contents

Item 2. Unregistered Sales of Equity Securities and Use Bfoceed:

On January 21, 2015 , the Company announced thBbérd of Directors authorized an additional $@Bllion for its common stock
share repurchase program. This new authorizatiorciemental to the existing $1.6 billion programtially approved in October 2010 and
expanded in August 2011, October 2011, April 2088vember 2013 and January 2014. Acquisitions ferstimare repurchase programs will
be made from time to time in private transactionepgen market purchases as permitted by seculdtiesand other legal requirements. The
programs can be terminated at any time. As of Ma3015 , the Company had repurchased and refiee898,205 shares at an average price
of $100.29 per share as part of its current rdmse program and the Company had $755.3 mikioraming authorized to purchase shares.

Shares repurchased and retired as of May 4, 2@lasafollows (in thousands, except shares andhaee slata):

Total Number of Approximate Dollar
Shares Value of Shares
Total Number Purchased that May Yet be
of Shares Average Price per the Publicly Purchased
Purchased Paid per Share Announced Plan Under the Plan
October 1, 2013 — October 31, 2013 57,15: $ 84.4* 57,15: $ 176,43t
November 1, 2013 — November 30, 2013 1,153,39. $ 82.4¢ 1,153,39: $ 381,26«
December 1, 2013 — December 31, 2013 1,218,150 $ 82.0¢ 1,218,151 $ 281,26
January 1, 2014 — January 31, 2014 695,25( $ 107.2: 695,25( $ 706,71.
February 1, 2014 — February 28, 2014 697,22: % 108.2: 697,22: $ 631,26
March 1, 2014 — March 31, 2014 — ¢ — — 3 631,26
April 1, 2014 — April 30, 2014 — % — — 3 631,26
May 1, 2014 — May 31, 2014 1,447,554 % 104.0( 1,44754. $ 480,72:
June 1, 2014 — June 30, 2014 — % — — 3 480,72.
July 1, 2014 — July 31, 2014 205,00 $ 112.9¢ 205,00 % 457,56!
August 1, 2014 — August 31, 2014 1,119,950 $ 113.2¢ 1,119,950 % 330,72:
September 1, 2014 — September 30, 2014 — ¢ — — 3 330,72:
October 1, 2014 — October 31, 2014 — % — — 3 330,72:
November 1, 2014 — November 30, 2014 559,34: $ 126.1¢ 559,34: $ 260,14:
December 1, 2014 — December 31, 2014 606,000 $ 131.0: 606,00 $ 180,74
January 1, 2015 — January 31, 2015 581,20 $ 113.9: 581,20 $ 864,54(
February 1, 2015 — February 28, 2015 803,57( % 112.8¢ 803,57( $ 773,86(
March 1, 2015 — March 31, 2015 — ¢ — — 3 773,86(
April 1, 2015 — April 30, 2015 75,000 $ 122.7: 75,000 $ 764,65
May 1, 2015 — May 4, 2015 75,000 $ 124.4( 75,000 $ 755,32
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Item 6. Exhibits
Exhibit
Number Exhibit Description
10.47* — Retirement Agreement between John d&A and F5 Networks, Inc.

31.1* —  Certification Pursuant to Section 302 of the Sadsa@xley Act of 2002
31.2* —  Certification Pursuant to Section 302 of the Sadsa@xley Act of 2002
32.1* —  Certification Pursuant to Section 906 of the Sadsa@xley Act of 2002

101.INS* —  XBRL Instance Document

101.SCH* —  XBRL Taxonomy Extension Schema Document

101.CAL* —  XBRL Taxonomy Extension Calculation Linkbase Docute

101.DEF* —  XBRL Taxonomy Extension Definition Linkbase Docurhen

101.LAB* —  XBRL Taxonomy Extension Label Linkbase Document

101.PRE* — XBRL Taxonomy Extension Presentation Linkbase Doenin

* Filed herewith.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd-¢iport to be signed on its behalf
by the undersigned, thereunto duly authorized endth day of May, 2015 .

F5 NETWORKS, INC.

By: /s/ ANDY REINLAND
Andy Reinland
Executive Vice President,
Chief Financial Officer
(principal financial officer and principal accoumgi officer)
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RETIREMENT AGREEMENT

This Retirement Agreement (“Agreement”) is entered by John McAdam (“Retiring CEO”) and F5 Netwsrknc. (“Company”).
BACKGROUND

A. Retiring CEO has notified the Company of iniention to voluntarily retire from the Compangmployment effective July 1,
2015.

B. Retiring CEO and the Company wish to entes an Agreement to clarify compensation arrangemantl other matters arising
out of Retiring CEQ’s retirement and the terminatad his employment relationship with the Compang any continuing obligations of the
parties to one another following the end of the lemmpent relationship.

AGREEMENT
In consideration for the covenants herein and othkrable consideration, Company and Retiring CE@ea as follows:

1. EMPLOYMENT RETIREMENT DATE. Subject to the terrand conditions of this

Agreement, the last day of employment by RetirifgO0will be July 1, 2015 (“Retirement Date”). Retigi CEO claims and shall claim no
further right to continue as an employee of the Gany beyond the Retirement Date. The terminatidReifring CEO’s employment will be
treated for all purposes as a voluntary retirement.

2. WAGES AND BENEFITS. Retiring CEO will continue teceive his standard compensation package, imgjudlary, bonus and
benefits through July 1, 2015. Any funds Retiring@has in the Company’s 401(k) plan shall be hahilleaccordance with the terms and
conditions of that plan. In addition, Retiring CE@I be entitled to receive his cash bonus compgoisabut not his base salary, for the fot
quarter of Fiscal Year 2015 in accordance withetkecutive compensation plan for Fiscal Year 201&pmsoved by the Compensation
Committee and the Board of the Company. With theeption of certain previously granted restricteatktunits, which will continue to vest
to the extent set forth and in accordance withiS8e@ below, as well as compensation to which RefiCEO will be entitled as a Director of
the Company, all other employment compensationbemefits shall cease on the Retirement Date. Gila@rthe foregoing and the amounts
set forth in Section 3 of this Agreement, as welha obligations for any accrued but unused paid Hff, Company shall owe Retiring CEO
no further compensation and/or benefits.

3. CONSIDERATION. In recognition of his work anditee with the Company, the Company shall providériRg CEO with the
following consideration:

3.1. Retiring CEO will receive the cash bonusipensation set forth in Section 2 above. Paymamdsnithis paragraph 3.1 may be
made by direct deposit in the same manner as preyayroll.

3.2. The vesting of service-based restrictedkstmits representing the Retiring CEO’s rightdoeive 68,997 shares of the
Company’s common stock granted under the F5 Netsydnk. 2014 Incentive Plan as amended and resfdtedPlan”) shall continue until
such shares vest fully on November 1, 2018 astt in Appendix 1 to this Agreement or such eatiime set forth in the Plan (the “Time
Based Awards”). Such Time Based Awards will corgiioi vest until fully vested pursuant to the teohthe Plan and Retiring CEO’s grant
documents, including his Award Agreement, provitleat the Company agrees that the vesting of sucte Based Awards will not be subj
to the Continuous Service requirement as set farthe Award Agreement and defined in the PlaniriRgt CEO agrees that the only
performance-based restricted stock units with retsgpewhich he has the opportunity to vest on terathe Retirement Date are the
performance-based restricted stock units set fmitAppendix 1 hereto as “Continuing Performance Alsg which have the opportunity to
vest with respect to the
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third and fourth quarters of Fiscal Year 2015 (“@ouing Performance Awards”). Retiring CEO agrdest he forfeits on his Retirement Date
all performance-based restricted stock units atten Continuing Performance Awards and he willlmte the opportunity to receive any
Company stock with respect to performance-basddates! stock units other than Continuing PerforceAwards regardless of whether he
may be treated as having Continuous Service asegtor.

4, SEVERABILITY. The provisions of this Agreementaeverable, and if any part of it

is found to be unlawful or unenforceable, it shedlinterpreted to render it enforceable. If no satérpretation is possible, such provision
shall be severed from the Agreement and the otfestigions of this Agreement shall remain fully wblind enforceable, it shall be interpreted
to render it enforceable to the maximum extent istast with applicable law.

5. TIME TO CONSIDER AGREEMENT The Company has advised you to consider this Agee¢carefully, and to consult with
attorney of your choice or a similar advisor, befsigning this Agreement, which you have done targatisfaction.

6. DISPUTE RESOLUTION. Should it be necessary toe® any of the terms of this Agreement, the pitengaparty shall be
entitled to costs and attorneys fees (other th&etfring CEO challenges the validity of this Agmeent under the Age Discrimination in
Employment Act). This Agreement shall be governgaihd interpreted under the laws of the State o§Mrggton, excluding its choice of law
rules. Any disputes under this Agreement that atérmormally resolved shall be resolved throughdang arbitration in Seattle, Washington
by a single neutral arbitrator under the then aurreles of arbitration pertaining to employmergpiites issued by the American Arbitration
Association (“AAA”), except that the AAA shall nadminister any such arbitration.

7. AMENDMENT. There shall be no modification of shigreement except as may be
agreed to in writing by the parties.

8. MISCELLANEOUS. This Agreement is governed by thedaof the State of Washington in the United Statgthout giving effec
to any conflict of laws rules or principles that wid require the application of the laws of a diffet jurisdiction. This Agreement shall in
respects be interpreted in accordance with thenpla¢aning of its terms and not strictly for or agaiany of the parties hereto.
amendments or modifications of this Agreement nhgstmade in writing and signed or electronically ramkledged or accepted by d
authorized representatives of each party. The gradicknowledge that they do not rely and have el#d upon any representation
statement made by any of the parties other thanejfresentations and warranties expressly set fiorthis Agreement. This Agreement n
be executed in counterparts and such counterpaegsa taken together shall constitute one agreement.

By: /s/ JOHN MCADAM Dated: May 5, 2015
John McAdam

F5 Networks, Inc.

By: /s/ SCOT F. ROGERS Dated: May 5, 2015
Scot F. Rogers
Executive V.P. and General Counsel
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APPENDIX 1

Grant Date Service Unvested Performance Unvestéd
11/1/12 15477 15477
11/1/13 26,838 26,838
11/1/14 26,682 26,682

!Represents the number of unvested shares as of JROALS5 that will vest pursuant to the terms ef ftian and Retiring CEQ’s grant
documents, including his Award Agreement, but withitve requirement of Continuous Service.

2Represents the number of unvested shares as of J2QA5 as calculated at 100% of target. Of tisbsees, only those that vest during the
period of or with respect to performance of therfowuarter of fiscal year 2015 (July 1, 2015 tptBeber 30, 2015), if any, (“Continuing
Performance Awards”) will continue to vest followithe Retirement Date in accordance with the texfiRetiring CEO’s Award Agreement.
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1)

2)

3)

4)

5)

Exhibit 31.1
CERTIFICATIONS
[, John McAdam, certify that:
| have reviewed this Quarterly Report on FofrQlof F5 Networks, Inc

Based on my knowledge, this report does notaiorany untrue statement of a material fact ortdmstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

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

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a. Designed such disclosure controls and procsdarecaused such disclosure controls and procedoifee designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b. Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegdorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C. Evaluated the effectiveness of the registradisslosure controls and procedures and presentisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on
such evaluation; and

d. Disclosed in this report any change in thegtegnt’s internal controls over financial reportithgt occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadtf, the registrant’s internal controls over finahoeporting; and

The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal cboirer financial reporting,
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b. Any fraud, whether or not material, that invadvmanagement or other employees who have a signiifiole in the
registrant’s internal control over financial repogt

Date: May 7, 2015

/sl JOHN MCADAM

John McAdam
Chief Executive Officer and President



1)

2)

3)

4)

5)

Exhibit 31.2
CERTIFICATIONS
I, Andy Reinland, certify that:
| have reviewed this Quarterly Report on FofrQlof F5 Networks, Inc

Based on my knowledge, this report does notaiorany untrue statement of a material fact ortdmstate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmislieading with respect to tl
period covered by this report;

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

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a. Designed such disclosure controls and procsdarecaused such disclosure controls and procedoifee designed under
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

b. Designed such internal control over finanaggdarting, or caused such internal control overrfaial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegdorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C. Evaluated the effectiveness of the registradisslosure controls and procedures and presentisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on
such evaluation; and

d. Disclosed in this report any change in thegtegnt’s internal controls over financial reportithgt occurred during the
registrant's most recent fiscal quarter (the regig's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadtf, the registrant’s internal controls over finahoeporting; and

The registrant’s other certifying officer antdve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal cboirer financial reporting,
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b. Any fraud, whether or not material, that invadvmanagement or other employees who have a signiifiole in the
registrant’s internal control over financial repogt

Date: May 7, 2015

/sl ANDY REINLAND

Andy Reinland

Executive Vice President,

Chief Financial Officer

(principal financial officer and principal accoumgi officer)



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of F5 Netk& Inc. (the “Company”) on Form 10-Q for the periended March 31, 2015 as
filed with the Securities and Exchange Commissioithe date hereof (the “Report”), we, John McAd&mesident and Chief Executive
Officer and Andy Reinland, Executive Vice Presidend Chief Financial Officer (principal financidficer and principal accounting officer)
of the Company, certify, pursuant to 18 U.S.C. ect350, as adopted pursuant to Section 906 od#rbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfeAct of 1934; and
(2) The information contained in the Report faplgsents, in all material respects, the finana@aldition and result of operations of the
Company.

Date: May 7, 2015

/s/ JOHN MCADAM
John McAdam
Chief Executive Officer and President

/sl ANDY REINLAND

Andy Reinland

Executive Vice President and Chief Financial Office
(principal financial officer and principal accoumgi officer)

A signed original of this written statement reqdit®y Section 906, or other document authenticategnowledging, or otherwise adopting
the signature that appears in typed form withingleetronic version of this written statement regdiby Section 906, has been provided t
Networks, Inc., and will be retained by F5 Networks., and furnished to the Securities and Exceadgmmission or its staff upon reque



