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Trademarks and Tradenames

F5, F5 Networks, the F5 logo, BIG-IP, Application Security Module, ASM, Local Traffic Manager, LTM,
Global Traffic Manager, GTM, Link Controller, LC, Enterprise Manager, EM, ControlPoint, Application
Accelerator, Traffic Management Operating System, TMOS, WANJet, FirePass, WebAccelerator, TrafficShield,
iControl, TCP Express, Fast Application Proxy, 3-DNS, iRules, Packet Velocity, Internet Control Architecture,
IP Application Switch, SYN Check, Control Your World, ZoneRunner, OneConnect, Ask F5, Intelligent
Compression, Transparent Data Reduction, TDR, L7 Rate Shaping, IPv6 Gateway, Advanced Client Authenti-
cation, SSL Acceleration, Advanced Routing, Fast Cache, Message Security Module, MSM, The World Runs
Better With F5, Edge-FX, See It, GlobalSite, Acopia , Acopia Networks, ARX, FreedomFabric and The Fabric
of the Fan are trademarks or service marks of F5 Networks, Inc., or its subsidiaries in the U.S. and other
countries. Any other trademarks, service marks and/or trade names appearing in this document are the property
of their respective owners.

Unless the context otherwise requires, in this Annual Report on Form 10-K, the terms “F5 Networks,”
“the company,” “we,” “us,” and “our” refer to F5 Networks, Inc. and its subsidiaries. Our fiscal year ends on
September 30 and fiscal years are referred to by the calendar year in which they end. For example, “fiscal

year 2007 and “fiscal 2007 refer to the fiscal year ended September 30, 2007.

Forward-Looking Statements

The statements contained in this report that are not purely historical are forward-looking statements
within the meaning of Section 21E of the Securities Exchange Act of 1934 and Section 27A of the Securities
Act of 1933. These statements include, but are not limited to, statements about our plans, objectives,
expectations, strategies, intentions or other characterizations of future events or circumstances and are
generally identified by the words “expects,” “anticipates,” “intends,” “plans,” “believes,” “seeks,” “estimates,”
and similar expressions. Because these forward-looking statements are subject to a number of risks and
uncertainties, our actual results could differ materially from those expressed or implied by these forward-
looking statements. Factors that could cause or contribute to such differences include, but are not limited to,
those discussed under the heading “Risk Factors” below and in other documents we file from time to time
with the Securities and Exchange Commission. All forward-looking statements included in this report are
based on information available to us on the date hereof. Our business and the associated risks may have
changed since the date this report was originally filed with the SEC. We assume no obligation to update any
such forward-looking statements.

EEINT3 EEINT3 ELINT3

Item 1. Business
General

F5 Networks is a leading provider of technology that optimizes the delivery of network-based applications
and the performance and availability of servers, data storage devices and other network resources.

Founded in 1996, F5 pioneered load-balancing technology that distributes internet traffic evenly across
multiple web servers, making them look like a single server. Today, our BIG-IP application delivery controllers
sit in front of web and application servers, balancing traffic and performing compute-intensive functions such
as encrypting and unencrypting transmissions, screening traffic for security threats, maintaining open connec-
tions with servers, speeding the flow of traffic and a variety of other functions that improve the performance,
availability and security of applications and would otherwise be performed by the servers themselves. By
offloading functions from servers, BIG-IP makes servers more efficient and reduces the number of servers
needed to run specific applications. BIG-IP also supports software modules that manage the flow of traffic
between multiple data centers and across multiple service provider connections, ensuring that it is always
routed to the most available resource. In addition, we offer complementary products that provide secure remote
access to corporate networks and optimize the delivery of applications over wide-area networks.

We believe our application delivery controllers and related products are superior to competing technology
in both functionality and performance. The core of these products is our full-proxy Traffic Management
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Operating System (TMOS) that enables them to inspect and modify traffic flows to and from servers at
network speed and supports a broad array of functions that enhance the speed, performance and availability of
applications. iRules, a scripting language based on TCL (Tools Command Language), is a unique feature of
TMOS that enables customers and third parties to write customized rules to inspect and modify traffic. TMOS
also supports a common software interface called iControl, which enables our products to communicate with
one another and with third-party products, including custom and commercial enterprise applications. TMOS is
designed to support the addition of new functionality as software modules and to exploit the performance-
enhancing features of our purpose-built hardware platforms. Correspondingly, our hardware architecture
integrates industry standard components with our own custom Packet Velocity ASIC (Application Specific
Integrated Circuit) in ways that exploit the unique features and characteristics of TMOS to deliver performance
that is demonstrably superior to competing products.

In September 2007, we acquired Acopia Networks, Inc., (“Acopia”) a leading provider of storage
virtualization technology. Just as our application delivery controllers make many servers look like one,
Acopia’s ARX products sit in front of networked attached storage (NAS), making multiple storage devices
from different vendors look like a single device to the individual clients, servers and applications that use
them. This frees users and storage administrators from the time-consuming task of mapping individual drives
to specific clients and applications. In addition, Acopia products simplify the migration of data between
storage devices, the addition of new storage devices, and the distribution of data across tiers of storage that
reflect the relative importance or immediacy of the data.

In connection with our products, we offer a broad range of services including consulting, training,
installation, maintenance and other technical support services.

F5 Networks was incorporated on February 26, 1996 in the State of Washington. Our headquarters is in
Seattle, Washington and our mailing address is 401 Elliott Avenue West, Seattle, Washington 98119. The
telephone number at our executive offices is (206) 272-5555. We have subsidiaries or branch offices in
Australia, Canada, China, France, Germany, Hong Kong, Israel, Japan, Malaysia, Northern Ireland, Russia,
Singapore, South Korea, Taiwan, Thailand and the United Kingdom. Our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K and all amendments to those reports are available
free of charge on our website, www.f5.com, as soon as reasonably practicable after such material is
electronically filed with the Securities and Exchange Commission.

Industry Background
Growth of IP Networks

Internet Protocol (IP) is a communications language used to transmit data over the Internet. Since the late
1990s, businesses have responded to the power, flexibility and efficiency of the Internet by deploying new
IP-based applications, upgrading their client-server applications to new IP-enabled versions, and enabling
existing or legacy applications for use over the Internet. At the same time, organizations have become more
geographically dispersed, and increasingly mobile workforces depend on access to corporate applications and
data from remote locations and a variety of client devices such as cellular telephones, personal digital
assistants and notebook computers.

Over the next several years, we believe these trends will accelerate as more organizations discover the
benefits of IP-enabled applications. In addition, we believe the growth of Internet usage will continue to be
driven by new applications, such as Web Services and Voice over IP, and the growth of broadband Internet
access.

In conjunction with the growth of Internet traffic, the proliferation of data and, in particular, unstructured
data such as voice, video, images, email, spreadsheets and formatted text files, presents an enormous and
increasing challenge to IT organizations. In addition to unstructured data that is business-critical and must be
retained and readily accessible to individuals and applications, new regulations mandate that company email,
web pages and other files must be retained indefinitely. In response to this challenge, IT organizations spend
an increasing amount of their budget on NAS and other types of storage systems.
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Trend Toward Virtualization

From a broad perspective, the goal of IT organizations is to optimize the secure delivery of applications
and data to users wherever they are and whenever they need them. To achieve this goal, organizations are
embracing virtualization technologies that enable them to group or partition data center resources to meet user
demand and reconfigure these virtual resources easily and quickly as demand changes. Server virtualization,
which allows organizations to improve utilization of physical servers by partitioning them into multiple virtual
servers, is well known and widely deployed. Application delivery controllers free up server space by
offloading common functions, such as encryption and compression from multiple physical or virtual servers,
and dynamically manage the flow of traffic between users and servers, making them look like a single
resource to the user. Sitting in front of storage systems, file virtualization devices perform functions similar to
application delivery controllers, presenting the appearance of a single resource to users and applications and
dynamically managing the transfer of files between users and applications and multiple storage devices.

Application Delivery Networking

Internet traffic passing between client devices and servers is divided into discrete packets which travel by
multiple routes to their destination where they are reassembled. The disassembly, routing, and reassembly of
transmissions are relatively straightforward and require little intelligence. By contrast, application delivery
networking — managing, inspecting, modifying and redirecting application traffic going to and from servers —
requires intelligent systems capable of performing a broad array of functions.

Basic application delivery networking (ADN) functions include load-balancing (distributing traffic across
multiple servers while making them appear to be a single server), and health-checking (monitoring the
performance of servers and applications to ensure that they are working properly before routing traffic to
them). In addition, ADN encompasses a growing number of functions that have typically been performed by
the server or the application itself, or by point solutions running on separate devices. This category includes a
growing number of functions, such as the following:

* SSL Acceleration — using Secure Socket Layer (SSL) encryption to secure traffic between the server
and the browser on an end user’s client device;

» Rate Shaping — prioritizing transmissions according to preset rules that give precedence to different
types of traffic;

* Compression — reducing the volume of data transmitted to take maximum advantage of available
bandwidth;

* TCP Optimization — improving server efficiency by maintaining an open connection with a server
during interactive sessions;

* [Pv6 Translation — enabling communication and interoperability between networked devices using
IPv6, the newest version of the Internet Protocol, and those using the older version IPv4;

* Application Security — protecting critical web applications from attacks such as Google hacking, cross-
site scripting, and parameter tampering;

* Web Acceleration — enhancing the performance of web applications over wide area networks by
reducing latency, eliminating errors, and resolving other issues that slow delivery;

* WAN Optimization — improving the performance of applications accessed over wide area network
links by reducing the number of round trips required and ensuring maximum use of available
bandwidth.

* Global Traffic Management — ensuring high availability, maximum performance and global manage-
ment for applications running across multiple, globally-dispersed data centers;

* Link Load Balancing — monitoring availability and performance of multiple WAN connections and
intelligently managing bi-directional traffic flows to ensure uninterrupted, optimized Internet access.
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Since most large enterprises have hundreds — if not thousands — of servers and applications, it isn’t
practical to replicate these functions on each server or build them into the applications themselves. Even if it
were, maintenance costs would be prohibitive and the net result would be a negative impact on the overall
performance of servers and applications. Deploying point solutions in the network eliminates those problems
but creates a new set of challenges. Using point solutions from multiple vendors can create interoperability
issues, and problems that do occur can be difficult to troubleshoot. From a security standpoint, it is also much
more difficult to audit traffic passing through multiple devices. As a result, enterprise customers are
increasingly demanding products that integrate ADN functions on a single platform.

File Virtualization

Along with other types of IP traffic, file-based information created and accessed by Internet users and
network applications is growing significantly. According to some estimates, the volume of unstructured files is
expected to triple annually over the next several years. The challenge of storing and managing unstructured
files is becoming increasingly costly and complex, and reducing the cost and complexity is rapidly moving up
the list of data center priorities.

In many large organizations whose employees are geographically dispersed, unstructured data is stored on
local file servers, which are difficult to manage, costly to maintain and generally underutilized. Information on
these devices is easy for local users to access but often inaccessible to others in the organization. To reduce
the cost, complexity, and redundancy of dispersed file systems, many IT organizations are consolidating file
storage on centralized NAS devices and other types of storage systems. Migrating and consolidating files is
difficult and time-consuming, however, and centralized storage systems pose a different set of problems.

Centralized storage of files can slow access for remote users and applications, spurring interest in
technology that can speed the transfer of files across wide area networks (WANSs). In addition, only users and
applications that are physically mapped to a specific drive can store and access data on that drive. As the drive
fills up, files must be moved manually to a new drive and affected users and applications must be remapped to
that drive. In large organizations, this often constitutes a round-the-clock chore for many highly-skilled
employees.

Another major storage problem stems from the fact that all files are not created equal. Many businesses
and other organizations have policies or other obligations to retain email and other files, increasing the volume
of data to archive and, in some cases, to keep indefinitely. Since it is unlikely that these files will be accessed
frequently, if at all, in the course of normal business, it makes little sense to store them on expensive, high-
performance systems designed to provide immediate access to business-critical information. As a result, IT
organizations are beginning to deploy tiers of storage systems that match cost, capacity, and performance to
the type of information being stored, how frequently it is accessed, and its relative importance to the business.
Often, the most cost-effective solution is a combination of storage systems from different vendors, an approach
that typically entails migrating huge amounts of data between incompatible devices. Once that is completed,
organizations face the challenge of automating the tiering process and the management of aging files.

Whether or not they deploy tiered file systems, many organizations are beginning to address the mounting
cost in time and resources of backing up data stored on employee desktops, local file servers, and other
devices. According to some estimates, approximately 80% of the files organizations back up have not changed
since the previous back-up. Worse yet, a large and growing percentage are music and video files, family
photographs, and other personal files.

Responding to increasing demand from IT organizations, a number of storage vendors and a handful of
other companies offer solutions that address some or all of these issues and can be loosely grouped under the
heading of file virtualization. Collectively, these solutions encompass a variety of technological approaches
designed to optimize and simplify the storage of unstructured data.
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F5 Solutions
Application Delivery Networking

F5 is a leading provider of application delivery networking products that ensure the security, optimization
and availability of applications for any user, anywhere. We believe our products offer the most intelligent
architecture and advanced functionality in the marketplace along with performance, flexibility and usability
features that help organizations improve the way they serve their employees, customers, and partners while
lowering operational costs.

Software Based Products. From inception, we have been committed to the belief that the complexity of
application-level processing requires the flexibility of a software-based solution. We believe our modular
software architecture enables us to deliver the broadest range of integrated functionality in the market and
facilitates the addition and integration of new functionality. We also believe that integrating our software with
commodity hardware components enables us to build products that deliver superior performance, functionality
and flexibility at competitive prices.

Full Proxy Architecture. The core of our software technology is the Traffic Management Operating
System (TMOS) introduced in September 2004 as part of BIG-IP version 9. We believe this is a major
enhancement of our previous technology that enables our products to deliver functionality that is superior on
many levels to any other application delivery networking product in the market. With TMOS, our products can
inspect, modify and direct both inbound and outbound traffic flows across multiple packets. This ability to
manage application traffic to and from servers adds value to applications that pass through our devices in ways
that are not possible with other application delivery networking solutions.

Modular Functionality. In addition to its full proxy architecture, TMOS is specifically designed to
facilitate the development and integration of application delivery networking functions as modules that can be
added to BIG-IP’s core functionality to keep pace with rapidly evolving customer needs. Add-on modules
currently available with BIG-IP include: Intelligent Compression; SSL. Acceleration; Rate Shaping; Advanced
Client Authentication; IPv6 Gateway; Caching; and others. We also offer Application Security Manager
(ASM), Global Traffic Manager (GTM), Link Controller, and WebAccelerator as software modules on BIG-IP.

Application Awareness. The open architecture of TMOS includes an application programming interface
(API) called iControl that allows our products to communicate with one another and with third-party software
and devices. Through this unique feature, third-party applications and network devices can take an active role
in shaping IP network traffic, directing traffic based on exact business requirements defined by our customers
and solutions partners and tailored to specific applications. This “application awareness” capability is one of
the most important features of our software-based products and further differentiates our solutions from those
of our competitors.

Adaptive Intelligence. The full-proxy capabilities of TMOS enable it to inspect or “read” the entire
contents of a transmission across multiple packets and identify specific elements of that transmission,
including items such as names, dates, and any type of number or label. By taking advantage of our unique
scripting capability, based on Tool Command Language (TCL), customers can use those elements as variables
to create iRules that modify the content and direct the flow of traffic in ways tailored to the dynamic needs of
their applications. iRules is a unique feature of TMOS that gives our products flexibility unmatched by
competing products.

Integrated Application Layer Solutions. The combination of our full proxy architecture and enhanced iRules
enables BIG-IP to intercept, inspect and act on the contents of traffic from virtually every type of IP-enabled
application. In addition, the modularity of the TMOS architecture allows us to deliver tightly integrated solutions
that secure, optimize and ensure the availability of applications and the networks they run on.

Data Solutions

With the acquisition of Acopia Networks in September 2007, we expanded our offerings to include
intelligent file virtualization solutions which address many of the problems associated with managing today’s
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rapidly expanding file storage infrastructure. Acopia’s ARX product family represents a unique set of
capabilities that optimize the performance and utilization of NAS storage systems.

Non-disruptive Data Migration. ARX automates the movement of files between heterogeneous storage
devices without affecting access and without requiring client reconfiguration. Enterprises can perform seamless
hardware & software upgrades on file storage platforms, server consolidation, even vendor switches, all during
business hours.

Automated Storage Tiering. ARX automates the movement of data between tiers of storage, and the
placement of data on appropriate tiers of storage, irrespective of platform or vendor. Organizations can lower
the cost of storage and shrink backup and recovery windows by automatically placing data on appropriate
storage devices without affecting access to the data.

Dynamic Load Balancing. ARX dynamically distributes application workload across multiple file
storage devices, eliminating “hotspots” or bottlenecks. Companies can improve application performance and
increase productivity using the infrastructure that is already in place.

Efficient Data Replication. ARX provides the ability to replicate files between heterogeneous storage
platforms for efficient and cost effective disaster recovery and centralized backup applications.

Strategy

Our objective is to lead the industry in delivering the enabling architectures that integrate IP networks
with applications and data. Integration allows organizations to improve costly and time consuming business
processes and develop new sources of revenue through highly differentiated offerings. Key components of our
strategy include:

Offering a complete, integrated application delivery product suite.

Since the introduction of our TMOS architecture for application delivery networking, we have developed
TMOS-based versions of our own legacy products, such as GTM and Link Controller, and acquired
technology, including Application Security Manager, WebAccelerator, and WANJet. We are currently develop-
ing a TMOS-based version of FirePass, which we plan to release in early calendar year 2008. In fiscal 2007,
we also introduced Message Security Module, a third-party reputation-based, anti-spam solution that runs on
TMOS and is available as an add-on module to BIG-IP LTM. We believe this approach sharply differentiates
our products from our competitors’ offerings and provide customers with an expanding array of integrated
application delivery networking solutions that can be customized to meet their specific needs.

Investing in technology to continue to meet customer needs.

We continue to invest in research and development to provide our customers with comprehensive,
integrated solutions. In application delivery networking, our product development efforts leverage the unique
attributes of our software-based platforms to deliver new features and functions that address the complex and
changing needs of our customers. Our acquisition of Acopia and our planned investments in ARX devices are
aimed at providing data solutions to the complex challenge of efficiently storing and managing the huge and
growing volume of unstructured files created by network users and applications. For both our application
delivery networking and file virtualization products, development of high-performance, proprietary hardware is
a key component of our investment strategy. In developing these products, we will continue to use commodity
hardware in order to ensure performance and cost competitiveness.

Enhancing channel sales and distribution model.

We continue to invest significant resources in developing and expanding our indirect sales and distribution
channels by cultivating our relationships with our existing partners and actively developing new relationships.
Our efforts to recruit new partners are aimed primarily at large value-added resellers, systems integrators, and
industry-leading systems manufacturers. We are also recruiting new channel partners and leveraging our
existing channels to sell our WAN optimization and file virtualization products.
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Continuing to build and expand relationships with strategic technology partners.

To compete successfully against Cisco and other large competitors who have an established presence in
our target accounts, we have developed strategic technology partnerships with enterprise software vendors,
such as Microsoft, Oracle and SAP, who also have an established presence in those accounts. By taking
advantage of our open application programming interface, called iControl, these vendors can enable their
applications to control our products in the network, enhancing overall application performance. In addition, we
have worked closely with several of these vendors to develop configurations of our products, called application
ready networks, that are specifically tuned to simplify deployment and optimize the performance of their
applications. In return, these vendors provide us significant leverage in the selling process by recommending
our products to their customers. We plan to continue building on our existing relationships and to extend our
competitive edge by developing new relationships with other strategic partners.

Leveraging DevCentral, our online community of network architects and developers.

Customization of our products using iRules enhances their “stickiness” by allowing customers to solve
problems in both their applications and their networks that would be difficult if not impossible to solve by
other means. To promote the use of iRules, we host an online community where network architects and
developers can discuss and share the ways in which they use iRules to solve problems and enhance the
security, performance and availability of applications. A corollary benefit is that many of the iRules solutions
posted by DevCentral participants have become standard features in new releases of TMOS.

Enhancing our brand.

We plan to continue building awareness of F5 as a leading provider of application delivery networking
products that optimize the security, performance and availability of network applications, servers and storage
systems. Our goal is to make the F5 brand synonymous with superior technology, high-quality customer
service and ease of use.

Products

Our core technology is software for application delivery networking, including application security, secure
remote access, and WAN optimization. With the acquisition of Acopia, we have added complementary file
virtualization technology.

All of our products, including the ARX family, are systems that integrate our software with purpose-built
hardware that combines commodity components with our custom ASICs. Our BIG-IP product family, which
represents the bulk of our sales, supports a growing number of features and functions as software modules —
including GTM (Global Traffic Manager, Link Controller, ASM (Application Security Manager) and
WebAccelerator. We also sell FirePass, WANJet and WebAccelerator as separate, stand-alone appliances.

BIG-IP

Products in our family of BIG-IP application delivery controllers differ primarily in the hardware
configurations that make up each system. Our current BIG-IP systems include five hardware platforms: high-
end (BIG-IP 8800 and 8400), mid-range (BIG-IP 6800, 6400 and 3400), and an entry-level (BIG-IP 1500).
Each system uses one or more CPUs for application-level processing, and all but the entry-level systems come
equipped with our own proprietary Packet Velocity ASIC for high-performance packet assembly and
disassembly; commodity switch fabric for connectivity; and commodity ASICs for SSL encryption and
decryption and for compression. In addition to local area traffic management, which is standard on every
system, BIG-IP supports a growing number of add-on software products and features. Software products
currently available on BIG-IP include GTM, Link Controller, ASM, and WebAccelerator. Available features
include intelligent compression, L7 rate shaping, iPv6 gateway, advanced client authentication, SSL accelera-
tion, advanced routing and fast caching.



FirePass

FirePass appliances provide SSL VPN access for remote users of IP networks and any applications
connected to those networks from any standard Web browser on any device. The components of FirePass
include a dynamic policy engine, which manages user authentication and authorization privileges, and special
components that enable corporations to give remote users controlled access to the full array of applications
and resources within the network. FirePass also supports Application Ready Access, providing full reverse-
proxy services for market-leading application portals including those of SAP, Oracle, Microsoft, and others.

Currently, we sell three FirePass products: The FirePass 1200 appliance is designed for small to medium
enterprises and Branch Offices and supports from 10 to 100 concurrent users. The FirePass 4100 controller is
designed for medium size enterprises and, from a price/performance standpoint, is recommended for up to 500
concurrent users. The FirePass 4300 appliance is designed for medium to large enterprises and service
providers and supports up to 2000 concurrent users.

Application Security Manager (ASM)

Application Security Manager is a Web application firewall that provides comprehensive, proactive,
application-layer protection against both generalized and targeted attacks. Available as a software module,
ASM employs a positive security model ("deny all unless allowed’) combined with signature-based detection.
As a result, ASM can prevent “day-zero” attacks in addition to known security threats. ASM is available as an
add-on software module for our BIG-IP product family.

WebAccelerator

WebAccelerator speeds web transactions by optimizing individual network object requests, connections,
and end-to-end transactions from the browser through to databases. WebAccelerator enhances web application
performance from any location, speeding up interactive performance, improving download times, utilizing
bandwidth more efficiently, and dramatically reducing the cost and response time of delivering Web-enabled
applications to distributed users where it is not possible to deploy an end point device. WebAccelerator devices
can also be placed at key remote locations to provide acceleration to end-users above and beyond TCP
optimizations and HTTP compression.

WebAccelerator is available as a software module on BIG-IP LTM or as a stand-alone appliance (BIG-IP
WebAccelerator 4500).

WAN Jet

WANIJet combines WAN optimization and traffic-shaping in a single device to accelerate file transfers,
email, data replication, and other applications over IP networks. It provides LAN-like performance on any
WAN, ensuring predictable application performance for all users, and encrypts and secures all transfers without
performance penalties. WANJet is deployed as a dual-sided (symmetric) solution that optimizes application
traffic to and from data centers and branch offices.

For data centers, the WANJet 500 features pass-through fault tolerance and scalability for up to 20,000
optimized connections. For branch offices, the WANJet 300 combines pass-through fault tolerant features,
silent operation, and performance for up to 1,000 optimized connections. WANJet solutions work seamlessly
across all wide-area networks including dedicated links, IP VPNs, frame relay, and even satellite connections.

Enterprise Manager

Enterprise Manager takes advantage of our iControl interface to provide a single, centralized management
console for our ADN products. Enterprise Manager allows customers with dozens or hundreds of our products
to discover and view those products in a single window, and to upgrade or modify the software on those
products simultaneously. This lowers the cost and simplifies the task of deploying, managing and maintaining
our products and reduces the likelihood of error when blanket changes are implemented.
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The tax effects of the temporary differences that give rise to the deferred tax assets and liabilities are as
follows (in thousands):

Years Ended September 30,

2007 2006 2005
Deferred tax assets
Net operating loss carry-forwards . ...................... $32999 § 6,054 $25,002
Allowance for doubtful accounts . . .. .................... 1,044 860 915
Accrued compensation and benefits. .. ............ ... ..., 2,539 1,442 1,140
Inventories and related reserves. .. ...................... 286 248 417
Other accruals and r€Serves. . . .. ..o vt 11,101 9,113 6,097
Depreciation . . .. ... 2,024 1,079 462
Tax credit carry-forwards .. ........................... 3,664 8,643 7,631

53,657 27,439 41,664
Deferred tax liabilities
Purchased intangibles and other. . ....................... (10,316) (4,100) (1,277)

Net deferred tax assets . ... .... ... ... $ 43,341  $23,339  $40,387

At September 30, 2007, the Company had U.S. net operating loss carry-forwards of approximately
$86.4 million, a portion of which begins to expire in fiscal 2022 if not utilized. All U.S. net operating loss
carry-forwards relate to entities acquired by the Company and are limited in use by I.LR.C. Sec. 382. At
September 30, 2007, the Company also had net operating loss carry-forwards of approximately $2.4 million
related to operations in the United Kingdom that carry forward indefinitely. At September 30, 2007 the
Company also had federal research and development credit carry-forwards and other federal credit carry-
forwards of approximately $2.4 million which if not utilized will begin to expire in 2022 and state research
and development and investment carry-forwards of approximately $1.2 million which if not utilized may begin
to expire in fiscal year 2017. At September 30, 2006 the Company had approximately $10.8 million of net
operating loss carry-forwards of which approximately $6.7 million were related to operations in the United
Kingdom and approximately $187,000 were related to operations in Israel, both of which carry-forward
indefinitely. At September 30, 2006, the Company had federal research credit and other credit carry-forwards
of approximately $7.9 million and state research credit carry-forwards of approximately $695,000.

United States income and foreign withholding taxes have not been provided on approximately $6.6 million
of undistributed earnings from the Company’s international subsidiaries. The Company has not recognized a
deferred tax liability for the undistributed earnings of its foreign subsidiaries because the Company currently
does not expect to remit those earnings in the foreseeable future. Determination of the amount of unrecognized
deferred tax liability related to undistributed earnings of foreign subsidiaries is not practicable because such
liability, if any, is dependent on circumstances existing if and when remittance occurs.

On December 20, 2006, the U.S. federal research credit was extended for two years for qualified research
expenses paid or incurred after December 31, 2005, and before January 1, 2008, as amended by the Tax Relief
and Health Care Act of 2006. In fiscal 2007, the Company experienced an increase in its R&D credit available
for use of approximately $1.6 million due to this legislation.
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6. Shareholders’ Equity
Common Stock
Equity Incentive Plans

In fiscal 2005, the Company modified the method in which it issues incentive awards to its employees
through stock-based compensation. In prior years, stock-based compensation consisted only of stock options.
Beginning in 2005, the majority of awards consisted of restricted stock unit awards and to a lesser degree stock
options. Employees vest in restricted stock units and stock options ratably over the corresponding service term,
generally one to four years. The Company’s stock options expire 10 years from the date of grant. Restricted
stock units are payable in shares of the Company’s common stock as the periodic vesting requirements are
satisfied. The value of a restricted stock unit is based upon the fair market value of the Company’s common
stock on the date of grant. The value of restricted stock units is determined using the intrinsic value method and
is based on the number of shares granted and the quoted price of the Company’s common stock on the date of
grant. Alternatively, the Company uses the Black-Scholes option pricing model to determine the fair value of its
stock options. Compensation expense related to restricted stock units and stock options is recognized over the
vesting period. The Company has adopted a number of stock-based compensation plans as discussed below.

1998 Equity Incentive Plan. In November 1998, the Company adopted the 1998 Equity Incentive Plan,
or the 1998 Plan, which provides for discretionary grants of non-qualified and incentive stock options, stock
purchase awards and stock bonuses for employees and other service providers. Upon certain changes in control
of the Company, all outstanding and unvested options or stock awards under the 1998 Plan will vest at the rate
of 50%, unless assumed or substituted by the acquiring entity. During the fiscal year 2007, the Company
issued no non-qualified and incentive stock options or stock purchase awards and issued 119,630 stock
bonuses to employees. As of September 30, 2007, there were options to purchase 969,498 shares outstanding
and 4,168 shares available for awards under the 1998 Plan.

1999 Employee Stock Purchase Plan. In May 1999, the board of directors approved the adoption of the
1999 Employee Stock Purchase Plan, or the Employee Stock Purchase Plan. A total of 4,000,000 shares of
common stock have been reserved for issuance under the Employee Stock Purchase Plan. The Employee Stock
Purchase Plan permits eligible employees to acquire shares of the Company’s common stock through periodic
payroll deductions of up to 15% of base compensation. No employee may purchase more than $25,000 worth
of stock, determined at the fair market value of the shares at the time such option is granted, in one calendar
year. The Employee Stock Purchase Plan has been implemented in a series of offering periods, each 6 months
in duration. The price at which the common stock may be purchased is 85% of the lesser of the fair market
value of the Company’s common stock on the first day of the applicable offering period or on the last day of
the respective purchase period. As of September 30, 2007 there were 1,465,772 shares available for awards
under the Employee Stock Purchase Plan.

2000 Equity Incentive Plan. In July 2000, the Company adopted the 2000 Employee Equity Incentive
Plan, or the 2000 Plan, which provides for discretionary grants of non-qualified stock options, stock purchase
awards and stock bonuses for non-executive employees and other service providers. A total of 7,000,000 shares
of common stock have been reserved for issuance under the 2000 Plan. Upon certain changes in control of the
Company, all outstanding and unvested options or stock awards under the 2000 Plan will vest at the rate of
50%, unless assumed or substituted by the acquiring entity. As of September 30, 2007, there were options to
purchase 719,371 shares outstanding and 152,221 shares available for awards under the 2000 Plan.

New Hire Incentive Plans. In October 2003, the company adopted a non-qualified stock option plan, or
the Hull Plan, in connection with the hiring of Thomas Hull, the Company’s Senior Vice President of
Worldwide Sales. The Hull plan provided for a grant of 450,000 non-qualified stock options for Mr. Hull. As
of September 30, 2007, there were options to purchase 230,000 shares outstanding and no shares available for
awards under the Hull Plan. In August 2004, the Company adopted a non-qualified stock option plan, or the
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Triebes Plan, in connection with the hiring of Karl Triebes, the Company’s Senior Vice President of Product
Development and Chief Technology Officer. The Triebes Plan provided for a grant of 600,000 non-qualified
stock options for Mr. Triebes. As of September 30, 2007, there were options to purchase 138,000 shares
outstanding and no shares available for awards under the Triebes Plan. Upon certain changes in control of the
Company, 100% of all outstanding and unvested options remaining under the Hull Plan and the Triebes Plan
will vest and become immediately exercisable.

Acquisition Incentive Plans. In July 2003, the Company adopted the uRoam Acquisition Equity
Incentive Plan, or the uRoam Plan, in connection with the hiring of the former employees of uRoam, Inc. A
total of 500,000 shares of common stock were reserved for issuance under the uRoam Plan. The plan provided
for discretionary grants of non-qualified and incentive stock options, stock purchase awards and stock bonuses.
The Company has not granted any stock purchase awards or stock bonuses under this plan. As of
September 30, 2007 there were options to purchase 31,172 shares outstanding and no shares available for
awards under the uRoam Plan.

In July 2004, the Company adopted the MagniFire Acquisition Equity Incentive Plan, or the MagniFire
Plan, in connection with the hiring of the former employees of MagniFire Websystems, Inc. A total of
830,000 shares of common stock were reserved for issuance under the MagniFire Plan. The plan provides for
discretionary grants of non-qualified and incentive stock options, stock purchase awards and stock bonuses.
The Company has not granted any stock purchase awards or stock bonuses under this plan. As of
September 30, 2007 there were options to purchase 146,969 shares outstanding and no shares available for
awards under the MagniFire Plan.

In August 2007, the Company adopted the 2007 Acopia Acquisition Equity Incentive Plan, or the 2007
Acopia Plan. The 2007 Acopia Plan provides for discretionary grants of non-statutory stock options and stock
units for employees, directors and consultant of Acopia to whom the Company offers employment in
connection with the Company’s acquisition of Acopia. A total of 600,000 shares of common stock have been
reserved for issuance under the 2007 Acopia Plan. Upon certain changes in control of the Company, the
surviving entity will either assume or substitute all outstanding Stock Awards under the 2007 Acopia Plan.
During the fiscal year 2007, the Company issued no stock options or stock units under the 2007 Acopia Plan.

In connection with the Company’s acquisition of Acopia, the Company assumed the Acopia 2001 Stock
Incentive Plan, or the Acopia Plan. A total of 2,230,703 shares of common stock were reserved for issuance
under the Acopia Plan. The plan provides for discretionary grants of non-qualified and incentive stock options,
restricted stock awards and other stock-based awards to persons who were employees, officers, directors,
consultants or advisors to Acopia on or prior to September 12, 2007. The Company has not granted any stock
options, stock purchase awards or stock bonuses under this plan. As of September 30, 2007, there were options
to purchase 421,680 shares outstanding and 1,809,023 shares available for awards under the Acopia Plan.

Options that expire under the uRoam Plan or the MagniFire Plan, whether due to termination of
employment or otherwise, are not available for future grant.

2005 Equity Incentive Plan. In December 2004, the Company adopted the 2005 Equity Incentive Plan,
or the 2005 Plan, which provides for discretionary grants of non-statutory stock options and stock units for
employees, including officers, and other service providers. A total of 7,400,000 shares of common stock have
been reserved for issuance under the 2005 Plan. Upon certain changes in control of the Company, the
surviving entity will either assume or substitute all outstanding Stock Awards under the 2005 Plan. During the
fiscal year 2007, the Company issued no stock options and 1,687,802 stock units under the 2005 Plan. As of
September 30, 2007, there were options to purchase 75,000 shares outstanding and 3,473,618 shares available
for awards under the 2005 Plan.

A majority of the restricted stock units granted in fiscal 2007, 2006 and 2005 vest quarterly over a two-
year period. The restricted stock units were granted during fiscal 2007 and 2006 with a per-share weighted

64



F5 NETWORKS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

average fair value of $40.98 and $27.21, respectively. Restricted stock units were granted during the fourth
quarter of fiscal year 2005 with a per share weighted average fair value of $22.30. The fair value of restricted
stock vested during fiscal years 2007 and 2006 was $45.3 million and $17.1 million, respectively.

A summary of restricted stock unit activity under the 2005 Plan is as follows:

Weighted

Average
Outstanding Grant Date
Stock Units Fair Value

Balance, September 30, 2004 . .. ... ... ... — $ —
Units granted . . . ... ... 1,442,368 22.30
Units cancelled. . . ... ... (6,000) 22.97
Balance, September 30, 2005 . . . ... ... 1,436,368 $22.30
Units granted . . .. ... 1,023,750 27.21
Units vested . . .. ..o (604,270) 28.27
Units cancelled. . . ... ... e (144,884) 22.76
Balance, September 30, 2006 . .. ....... . ... 1,710,964 $23.09
Units granted . . . ... 1,687,562 40.81
Units vested . . . ..ot (1,278,456) 34.34
Units cancelled. . .. ... .. . . (151,654) 24.92
Balance, September 30, 2007 . ... ... ... ... 1,968,416 $30.84
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A summary of stock option activity under all of the Company’s plans is as follows:

Options Outstanding

Weighted
Average
Number of Exercise Price

Shares per Share

Balance, September 30, 2004 . .. ... ... . 14,707,120 $10.76
Options @ranted . . . ... ... 448,200 21.86
Options eXercised. . . ...ttt e (7,369,116) 8.83
Options cancelled. . . ... ... .. i i (595,572) 17.04
Balance, September 30, 2005 . .. ... ... i 7,190,632 $12.91
Options @ranted . . . ... ... 147,000 25.54
Options eXerciSed. . . ...ttt (3,494,474) 11.08
Options cancelled. . . ... ... .. i (209,322) 20.46
Balance at September 30, 2006. . ... ......... ... .. ... 3,633,836 $14.75
Options granted . .. ... ... 446,321 19.35
Options eXerciSed. . . ...ttt (1,256,486) 12.49
Options cancelled. . . ... ... .. (67,980) 32.05
Balance at September 30, 2007. .. ... ... ... .. 2,755,691 $16.10

The weighted-average fair values per share at the date of grant for options granted with exercise prices
equal to market were $15.95, $14.23, and $9.29 for the fiscal years 2007, 2006, and 2005, respectively. For
fiscal years 2007, 2006 and 2005, there were no options granted with exercise prices less than market.

The total intrinsic value of options exercised during fiscal 2007, 2006 and 2005 was $32.0 million,

$62.1 million and $105.2 million, respectively.

Weighted Weighted
Average Average
Remaining Exercise Aggregate
Number of Contractual Price Intrinsic
Range of Exercise Prices Shares Life (in Years) per Share Value(1)
(In thousands)
$0.38 -87.32 . ... 563,322 4.76 $ 5.37
$7.70 - $11.41 .. ... 611,257 7.14 $10.08
$11.52-$14.05 .. ... ... 583,652 4.01 $12.54
$14.09 - $27.07 ... ... 564,567 5.22 $20.99
$27.10-$60.44 .. ... 432,893 6.10 $36.99
$0.38-%$60.44 . ... .. ... ... 2,755,691 5.43 $16.10 $59,458
Exercisable ......................... 1,853,471 4.25 $15.39 $41,757
Vested and expected to vest .. ........... 2,691,686 5.38 $16.03 $58,292

(1) Aggregate intrinsic value represents the difference between the fair value of the Company’s common stock

underlying these options at September 30, 2007 and the related exercise prices.
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As of September 30, 2007, equity based awards (including stock option and stock units) available for
future issuance is as follows:

Awards

Available for

__Grant

Balance, September 30, 2004 . . . . ... 243,040
Granted . . .. ... (1,890,568)
EXercised. . . ..o —
Cancelled. . . ... e 601,572
Additional shares reserved (terminated), net . ............... . ... . ... ....... 3,164,162
Balance, September 30, 2005 . . . . . ... 2,118,206
Granted . . . ... e (1,170,750)
EXercised. . . ..o —
Cancelled. . . ... e 354,206
Additional shares reserved (terminated), net ... .................. .. ..., (59,212)
Balance, September 30, 2000 . . . .. ... 1,242,450
Granted . . ... (2,253,753)
EXercised. . . ..ot —
Cancelled. . . ... .. e 219,634
Additional shares reserved (terminated), net . ................... .. ... . ..... 6,830,698
Balance, September 30, 2007 . . . . ... 6,039,029

As of September 30, 2007, there was $74.1 million of total unrecognized compensation cost, related to
unvested stock options and restricted stock units, the majority of which will be recognized ratably over the

next two years. An assumption of a four percent forfeiture rate is utilized when arriving at the amount of stock
compensation expense. The Company recognized $41.2 million and $24.8 million of pre-tax stock compensa-
tion expense for the years ended September 30, 2007 and 2006, respectively, and $4.6 million of pre-tax stock

compensation expense following the early adoption of FAS 123R in the fourth quarter of fiscal year 2005.
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7. Commitments and Contingencies
Operating Leases

The majority of the Company’s operating lease payments relate to the Company’s two building corporate
headquarters in Seattle, Washington. The lease on the first building commenced in July 2000; and the lease on
the second building commenced in September 2000. The lease for both buildings expire in 2012. The second
building has been fully subleased until 2012. The Company also leases additional office space for product
development and sales and support personnel in the United States and internationally.

Future minimum operating lease payments, net of sublease income, are as follows (in thousands):

Gross Lease Sublease Net Lease

Payments Income Payments

2008 . 14,371 2,867 11,504
2000 . 16,500 2,944 13,556
2000 . o 15,424 3,020 12,404
200 . 12,214 3,097 9,117
200 9,765 2,644 7,121
Thereafter . . . ... ... 31,442 — 31,442

$99,716 $14,572  $85,144

Rent expense under non-cancelable operating leases amounted to approximately $10.4 million, $8.2 mil-
lion, and $5.6 million for the fiscal years ended September 30, 2007, 2006, and 2005, respectively.

Litigation

Derivative Suits. Beginning on or about May 24, 2006, several derivative actions were filed against certain
current and former directors and officers of the Company. These derivative lawsuits were filed in: (1) the
Superior Court of King County, Washington, as In re F5 Networks, Inc. State Court Derivative Litigation
(Case No. 06-2-17195-1 SEA), which consolidates Adams v. Amdahl, et al. (Case No. 06-2-17195-1 SEA),
Wright v. Amdahl, et al. (Case No. 06-2-19159-5 SEA), and Sommer v. McAdam, et al. (Case No. 06-2-26248-4
SEA) (the “State Court Derivative Litigation”); and (2) in the U.S. District Court for the Western District of
Washington, as In re F5 Networks, Inc. Derivative Litigation, Master File No. C06-0794RSL, which consolidates
Hutton v. McAdam, et al. (Case No. 06-794RSL), Locals 302 and 612 of the International Union of Operating
Engineers-Employers Construction Industry Retirement Trust v. McAdam et al. (Case No. C06-1057RSL), and
Easton v. McAdam et al. (Case No. C06-1145RSL). On August 2, 2007, another derivative lawsuit, Barone v.
McAdam et al. (Case No. C07-1200P), was filed in the U.S. District Court for the Western District of
Washington. It is expected that this lawsuit will be consolidated with the other lawsuits pending in the
U.S. District Court for the Western District of Washington. The complaints generally allege that certain of the
Company’s current and former directors and officers, including, in general, each of the Company’s current
outside directors (other than Deborah L. Bevier who joined the Company’s Board of Directors in July
2006) breached their fiduciary duties to the Company by engaging in alleged wrongful conduct concerning the
manipulation of certain stock option grant dates. The Company is named solely as a nominal defendant against
whom the plaintiffs seek no recovery. The Company’s combined motion to consolidate and stay the State Court
Derivative Litigation was granted in a court order dated April 3, 2007. The Company’s motion to dismiss the
consolidated federal derivative actions based on plaintiffs’ failure to make demand on the Company’s Board of
Directors prior to filing suit was granted in a court order dated August 6, 2007 with leave to amend the
allegations in plaintiffs’ complaint. Plaintiffs filed an amended consolidated federal derivative action complaint
on September 14, 2007. The Company intends to vigorously pursue dismissal of the amended complaint and has
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filed a motion to dismiss based on plaintiffs’ failure to make demand on the Company’s Board of Directors prior
to filing suit.

The Company is not aware of any additional pending legal proceedings that, individually or in the
aggregate, would have a material adverse effect on the Company’s business, operating results, or financial
condition. The Company may in the future be party to litigation arising in the ordinary course of business,
including claims that allegedly infringe upon third-party trademarks or other intellectual property rights. Such
claims, even if not meritorious, could result in the expenditure of significant financial and managerial
resources.

8. Employee Benefit Plans

The Company has a 401(k) savings plan whereby eligible employees may voluntarily contribute a
percentage of their compensation. The Company may, at its discretion, match a portion of the employees’
eligible contributions. Contributions by the Company to the plan during the years ended September 30, 2007,
2006, and 2005 were approximately $2.5 million, $1.3 million and $1.2 million, respectively. Contributions
made by the Company vest over four years.

9. Geographic Sales and Significant Customers

Operating segments are defined as components of an enterprise for which separate financial information
is available and evaluated regularly by the chief operating decision-maker, or decision-making group, in
deciding how to allocate resources and in assessing performance. For fiscal years 2007, 2006 and 2005, the
Company was organized as, and operated in, one reportable segment: the development, marketing and sale of
application delivery networking products that optimize the security, performance & availability of network
applications, servers and storage systems. The Company manages its business based on four geographic
regions: the Americas (primarily the United States); Europe, the Middle East, and Africa (EMEA); Japan; and
Asia Pacific. The Company’s chief operating decision-making group reviews financial information presented
on a consolidated basis accompanied by information about revenues by geographic region. The Company’s
foreign offices conduct sales, marketing and support activities. Management evaluates performance based
primarily on revenues in the geographic locations in which the Company operates. Revenues are attributed by
geographic location based on the location of the customer. The Company’s assets are primarily located in the
United States and not allocated to any specific region. Therefore, geographic information is presented only for
net product revenue.

The following presents revenues by geographic region (in thousands):

Years Ended September 30,

2007 2006 2005
AMETICAS . . . o et e $307,087  $226,242  $167,322
EMEA . . .. e 92,674 70,716 47,198
Japan. . ... 64,346 51,560 38,435
Asia Pacific ... ..... ... . ... .. 61,560 45,531 28,455

$525,667  $394,049  $281410

Net revenues from international customers are primarily denominated in U.S. dollars and totaled
$218.6 million, $167.8 million, and $114.1 million for the years ended September 30, 2007, 2006 and 2005,
respectively. One domestic distributor accounted for 11.6%, 13.6% and 18.6% of total net revenue for the
fiscal years 2007, 2006 and 2005, respectively. This distributor accounted for 6.6%, 8.5% and 26.2% of
accounts receivable as of September 30, 2007, 2006 and 2005, respectively. Another domestic distributor
accounted for 13.2% of net revenue for the year ended September 30, 2007.
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10. Quarterly Results of Operations

The following presents the Company’s unaudited quarterly results of operations for the eight quarters
ended September 30, 2007. The information should be read in conjunction with the Company’s financial
statements and related notes included elsewhere in this report. This unaudited information has been prepared
on the same basis as the audited financial statements and includes all adjustments, consisting only of normal
recurring adjustments that were considered necessary for a fair statement of our operating results for the

quarters presented.

Three Months Ended

Sept. 30,  June 30, March 31, Dec.31,  Sept.30,  June 30, March 31, Dec. 31,
2007 2007 2007 2006 2006 2006 2006 2005
(Unaudited and in thousands)
Net revenues
Products . ..................... $106,982 $ 97,751 $ 96,126 $ 92,062 $ 86,320 $ 77,192 $72,775 $68,591
Services .. ... 38,625 34,674 31479 27968 25397 22937 21,341 19,496
Total . . ..o 145,607 132425 127,605 120,030 111,717 100,129 94,116 88,087
Cost of net revenues
Products . . ........ ... ......... 23,683 20,770 20,425 19,216 17,716 15869 15441 14,593
Services .. ... 9,665 8,867 8,390 7,308 7,065 6,649 5,846 4,974
Total . . ..o 33,348 29,637 28815 26,524 247781 22,518 21,287 19,567
Gross profit . . ................ 112,259 102,788 98,790 93,506 86,936 77,611 72,829 68,520
Operating expenses
Sales and marketing . . ............ 48,165 45,158 43,177 39,055 35,087 32,364 31,162 28,865
Research and development ......... 19929 17476 17,086 14,539 13,900 12,517 12,276 10,478
General and administrative(2) . ... ... 11,196 12,375 12867 12818 14,389 10,175 7,148 7,397
In-process research and development . . 14,000 — — — — — — —
Total operating expenses . . . . ....... 93,290 75,009 73,130 66,412 63,376 55,056 50,586 46,740
Income from operations . .......... 18,969 27,779 25,660 27,094 23,560 22,555 22,243 21,780
Other income, net . .............. 7,355 7,175 7,230 6,431 5,825 4,759 3,877 2,970
Income before income taxes . ....... 26,324 34954 32890 33,525 29,385 27,314 26,120 24,750
Provision (benefit) for income taxes . . . 13,442 13,145 12,934 11,172 11,633 10,349 10,053 9,529
Netincome .................. $ 12,882 §$ 21,809 $ 19,956 $ 22,353 § 17,752 § 16,965 $16,067 $15,221
Net income per share — basic(1) . . . . . $ 0I15% 026$ 024 % 027 $ 022 % 021 $ 020 $ 0.19
Weighted average shares —basic(1) ... 84,305 83,614 82,834 82,062 81,448 81,106 80,240 78,326
Net income per share —diluted(1) . ... $§ 0.5 $§ 026 $§ 024 $ 026 $ 021 $§ 020 $ 019 $ 0.19
Weighted average shares —diluted(1). . 85,792 85310 84,780 84,636 83,290 83,318 83,254 81,610

(1) Share and per share amounts have been adjusted as appropriate to reflect a two-for-one stock-split effective

August 2007.

(2) The fourth quarter of fiscal 2006, includes general and administrative expenses of $5.0 million, related to
third parties cost for legal, accounting, tax and other professional services in connection with the Special

Committee investigation and related restatement.
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Balance at Charges to Charges to Balance
Beginning Costs and Other at End
Description of Period Expenses Accounts Deductions of Period

(In thousands)
Year Ended September 30, 2007

Allowance for doubtful accounts . .......... $ 900 $ 59 $  — $ 95 $1,054

Allowance for sales returns . ... ........... $1,958 $1,149 $(3,036) $ 2,036 $2,107
Year Ended September 30, 2006

Allowance for doubtful accounts . .......... $1,747 $ (854) $ — $ 7 $ 900

Allowance for salesreturns . . . ............ $1,222 $ 920 $ 921 $(1,105) $1,958
Year Ended September 30, 2005

Allowance for doubtful accounts . .......... $1,594 $ 653 $ — $ (500) $1,747

Allowance for sales returns . . . . ........... $1,567 $ 766 $ 626 $(1,737) $1,222

Income tax valuation allowance............ $2.649 $ — $ — $(2,649) $ —
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

The Company maintains disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e)
under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) that are designed to ensure that
required information is recorded, processed, summarized and reported within the required timeframe, as
specified in the rules set forth by the Securities Exchange Commission. Our disclosure controls and procedures
are also designed to ensure that information required to be disclosed is accumulated and communicated to
management, including the Chief Executive Officer and Chief Accounting Officer, to allow timely decisions
regarding required disclosures.

Our management, with the participation of our Chief Executive Officer and Chief Accounting Officer,
evaluated the effectiveness of our disclosure controls and procedures as of September 30, 2007 and, based on
this evaluation, our Chief Executive Officer and Chief Accounting Officer have concluded that our disclosure
controls and procedures were effective as of September 30, 2007.

Management’s Report on Internal Control over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial
reporting, as such term is defined in Exchange Act Rules 13a-15(f) and 15d-15(f). Internal control over
financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles.

Internal control over financial reporting cannot provide absolute assurance of achieving financial reporting
objectives because of its inherent limitations. Internal control over financial reporting is a process that involves
human diligence and compliance and is subject to lapses in judgment and breakdowns resulting from human
failures. Internal control over financial reporting also can be circumvented by collusion or improper
management override. Because of such limitations, there is a risk that material misstatements may not be
prevented or detected on a timely basis by internal control over financial reporting. However, these inherent
limitations are known features of the financial reporting process. Therefore, it is possible to design into the
process safeguards to reduce, though not eliminate, this risk.

Management conducted an assessment of the effectiveness of our internal control over financial reporting
as of September 30, 2007. In making this assessment, management used the criteria set forth by the Committee
of Sponsoring Organizations of the Treadway Commission in Internal Control — Integrated Framework. Based
on the results of this assessment and on those criteria, management concluded that our internal control over
financial reporting was effective as of September 30, 2007. Management has excluded Acopia Networks, Inc.
from its assessment of internal control over financial reporting as of September 30, 2007 because it was
acquired by the Company in a purchase business combination during 2007. Acopia Networks, Inc. is a wholly-
owned subsidiary whose total assets and total revenues represent $5,327,000 and $1,637,000, respectively, of
the related consolidated financial statement amounts as of and for the year ended September 30, 2007.

The effectiveness of the Company’s internal control over financial reporting as of September 30, 2007 has
been audited by PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in
their report which appears herein.

Changes in Internal Control over Financial Reporting

During the fourth fiscal quarter, there were no changes to our internal control over financial reporting that
materially affected, or are reasonably likely to materially affect, our internal controls over financial reporting.

Item 9B. Other Information

None.
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PART III

Item 10. Directors and Executive Officers of the Registrant

We intend to furnish to the SEC a definitive Proxy Statement no later than 120 days after the close of the
fiscal year ended September 30, 2007 (the “Proxy Statement”). Certain information required by this item is
incorporated herein by reference to the Proxy Statement. Also see “Directors and Executive Officers of the
Registrant” in Part I of this Annual Report on Form 10-K.

Item 11. Executive Compensation

The information required by this item is incorporated herein by reference to the Proxy Statement.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters

The information required by this item is incorporated herein by reference to the Proxy Statement.

Item 13. Certain Relationships and Related Transactions

The information required by this item is incorporated herein by reference to the Proxy Statement.

Item 14. Principal Accountant Fees and Services

The information required by this item is incorporated herein by reference to the Proxy Statement.

PART 1V

Item 15. Exhibits and Financial Statement Schedules
(a) Documents filed as part of this report are as follows:
1. Consolidated Financial Statements:

See Index to Consolidated Financial Statements included under Item 8 in Part II of this Annual
Report on Form 10-K.

2. Exhibits:

The required exhibits are included at the end of this Annual Report on Form 10-K and are described
in the Exhibit Index immediately preceding the first exhibit.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

F5 NETWORKS, INC.

By: /s/  JOHN MCADAM

John McAdam
Chief Executive Officer and President

Dated: November 19, 2007

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below
by the following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Signature Title Date
By: /s/  JOHN MCADAM Chief Executive Officer, November 19, 2007
John McAdam President, and Director

(principal executive officer)

By: /s/  JOHN RODRIGUEZ Senior Vice President, November 19, 2007
John Rodriguez Chief Accounting Officer
(principal financial officer)
By: /s/  A. GARY AMES Director November 19, 2007
A. Gary Ames
By: /s/ DEBORAH L. BEVIER Director November 19, 2007

Deborah L. Bevier

By: /s/  KEITH D. GRINSTEIN Director November 19, 2007
Keith D. Grinstein

By: /s/ KARL D. GUELICH Director November 19, 2007
Karl D. Guelich

By: /s/  ALAN J. HIGGINSON Director November 19, 2007
Alan J. Higginson

By: /s/  RICH MALONE Director November 19, 2007
Rich Malone
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EXHIBIT INDEX

Exhibit

Number Exhibit Description

2.1 — Agreement and Plan of Merger dated as of May 31, 2004, by and among the Registrant, Fire5, Inc.,
a wholly owned subsidiary of the Registrant, MagniFire Websystems, Inc., and Lucent Venture
Partners III LLC(1)

2.2 — Agreement and Plan of Merger, dated September 6, 2005, among F5 Networks, Inc., Sparrow
Acquisition Corp., Swan Labs Corporation and the other parties referred to therein.(2)

2.3 — Agreement and Plan of Merger, dated August 6, 2007, among F5 Networks, Inc., Checkmate
Acquisition Corp., Acopia networks, Inc. and Charles River Ventures, LLC.(19)

3.1 — Second Amended and Restated Articles of Incorporation of the Registrant(3)

3.2 — Amended and Restated Bylaws of the Registrant(3)

4.1 — Specimen Common Stock Certificate(3)

10.1 — Amended and Restated Office Lease Agreement dated April 3, 2000, between the Registrant and

401 Elliott West LLC(4)
10.2 — Sublease Agreement dated March 30, 2001 between the Registrant and Cell Therapeutics, Inc.(5)

10.3 — uRoam Acquisition Equity Incentive Plan(6)

10.4 — Form of Indemnification Agreement between the Registrant and each of its directors and certain of
its officers(3)

10.5 — 1998 Equity Incentive Plan, as amended(7)

10.6 — Form of Option Agreement under the 1998 Equity Incentive Plan(3)
10.7 — Amended and Restated Directors’ Nonqualified Stock Option Plan(3)

10.8 — Form of Option Agreement under the Amended and Restated Directors’ Nonqualified Stock Option
Plan(3)

109 — Amended and Restated 1996 Stock Option Plan(3)

10.10 — Form of Option Agreement under the Amended and Restated 1996 Stock Option Plan(3)

10.11 — 1999 Non-Employee Directors’ Stock Option Plan(3)

10.12  — Form of Option Agreement under 1999 Non-Employee Directors’ Stock Option Plan(3)

10.13 — NonQualified Stock Option Agreement between John McAdam and the Registrant dated July 24, 2000(8)

10.14 — 2000 Employee Equity Incentive Plan(9)

10.15 — Form of Option Agreement under the 2000 Equity Incentive Plan(10)

10.16 — NonQualified Stock Option Agreement between M. Thomas Hull and the Registrant dated October
20, 2003(11)

10.17 — 1999 Employee Stock Purchase Plan, as amended(12)

10.18 — MagniFire Acquisition Equity Incentive Plan(13)

10.19 — NonQualified Stock Option Agreement between Karl Triebes and the Registrant dated August 16,
2004(13)

10.20 — Incentive Compensation Plan for Executive Officers(13)

10.21 — 2005 Equity Incentive Plan(14)

10.22 — Form of Restricted Stock Unit agreement under the 2005 Equity Incentive Plan (with acceleration
upon change of control)(15)

10.23 — Form of Restricted Stock Unit agreement under the 2005 Equity Incentive Plan (no acceleration
upon change of control)(15)

10.24 — Amendment to F5 Networks, Inc. 2005 Equity Incentive Plan Award Agreement, dated March 8,
2006, between the Registrant and John Rodriquez(16)

10.25 — Amendment to F5 Networks, Inc. 2005 Equity Incentive Plan Award Agreement, dated March 8§,
2006, between the Registrant and Andy Reinland(16)

10.26 — Compensation arrangement for current and future members to special committees of the Registrant’s
Board of Directors effective September 1, 2006(17)

10.27 — Office Lease Agreement with Selig Real Estate Holdings 11X, L.L.C. dated October 31, 2006(18)

10.28 — First Amendment to Sublease Agreement dated April 13, 2001 between the Registrant and Cell
Therapeutics, Inc. (20)
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Exhibit
Number Exhibit Description

10.29 — Second Amendment to Sublease Agreement dated March 6, 2002 between the Registrant and Cell
Therapeutics, Inc. (20)

10.30 — Third Amendment to Sublease Agreement dated as of December 22, 2005 between the Registrant
and Cell Therapeutics, Inc. (20)

10.31 — Assumed Acopia Networks, Inc. 2001 Stock Incentive Plan (21)
10.32 — Acopia Acquisition Equity Incentive Plan (21)

10.33* — Form of Restricted Stock Unit agreement under the Acopia Acquisition Equity Incentive Plan (with
acceleration upon change of control)

10.34* — Form of Restricted Stock Unit agreement under the Acopia Acquisition Equity Incentive Plan (no
acceleration upon change of control)

21.1* — Subsidiaries of the Registrant

23.1* — Consent of PricewaterhouseCoopers LLP, Independent Registered Public Accounting Firm
31.1* — Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2%¥ — Certification Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1*% — Certification Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

* Filed herewith.

(1) Incorporated by reference from Current Report on Form 8-K dated May 31, 2004 and filed with the SEC
on June 2, 2004.

(2) Incorporated by reference from Current Report on Form 8-K dated October 4, 2005 and filed with the
SEC on October 5, 2005.

(3) Incorporated by reference from Registration Statement on Form S-1, File No. 333-75817.
(4) Incorporated by reference from Quarterly Report on Form 10-Q for the quarter ended June 30, 2003.
(5) Incorporated by reference from Quarterly Report on Form 10-Q for the quarter ended June 30, 2001.
(6) Incorporated by reference from Registration Statement on Form S-8, File No. 333-109895.
(7) Incorporated by reference from Registration Statement on Form S-8, File No. 333-104169.
(8) Incorporated by reference from Annual Report on Form 10-K for the year ended September 30, 2000.
(9) Incorporated by reference from Registration Statement on Form S-8, File No. 333-51878.
(10) Incorporated by reference from Annual Report on Form 10-K for the year ended September 30, 2001.
(11) Incorporated by reference from Registration Statement on Form S-8, File No. 333-112022.
(12) Incorporated by reference from Registration Statement on Form S-8, File No. 333-116187.
(13) Incorporated by reference from Annual Report on Form 10-K for the year ended September 30, 2004.
(14) Incorporated by reference from Quarterly Report on Form 10-Q for the quarter ended March 31, 2005.
(15) Incorporated by reference from Quarterly Report on Form 10-Q for the quarter ended June 30, 2005.

(16) Incorporated by reference from Current Report on Form 8-K dated March 8, 2006 and filed with the SEC
on March 10, 2006.

(17) Incorporated by reference from Current Report on Form 8-K dated September 1, 2006 and filed with the
SEC on September 5, 2006.

(18) Incorporated by reference from Current Report on Form 8-K dated October 31, 2006 and filed with the
SEC on November 3, 2006.

(19) Incorporated by reference from Current Report on Form 8-K dated August 6, 2007 and filed with the
SEC on August 8, 2007.

(20) Incorporated by reference from Annual Report on Form 10-K for the year ended September 30, 2006.
(21) Incorporated by reference from Registration Statement on Form S-8, File No. 333-146195.
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Exhibit 31.1

CERTIFICATIONS
I, John McAdam, certify that:
1) I have reviewed this annual report on Form 10-K of F5 Networks, Inc.

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3) Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this report;

4) The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5) The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting, which are reasonably likely to adversely affect the registrant’s ability
to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have
a significant role in the registrant’s internal control over financial reporting.

Date: November 19, 2007

/s/ JOHN MCADAM

John McAdam
Chief Executive Officer and President




Exhibit 31.2

CERTIFICATIONS
I, John Rodriguez, certify that:
1) I have reviewed this annual report on Form 10-K of F5 Networks, Inc.

2) Based on my knowledge, this report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

3) Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash flows
of the registrant as of, and for, the periods presented in this report;

4) The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for
the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5) The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent function):

a) All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting, which are reasonably likely to adversely affect the registrant’s ability
to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have
a significant role in the registrant’s internal control over financial reporting.

Date: November 19, 2007

/s/ JOHN RODRIGUEZ

John Rodriguez
Senior Vice President, Chief Accounting 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 Annual Report of F5 Networks, Inc. (the “Company”) on Form 10-K for the
period ended September 30, 2007 as filed with the Securities and Exchange Commission on the date hereof
(the “Report”), we, John McAdam, President and Chief Executive Officer and John Rodriguez, Senior Vice
President and Chief Accounting Officer (principal financial officer) of the Company, certify, pursuant to
18 U.S.C. Section. 1350, as adopted pursuant to Section. 906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial
condition and result of operations of the Company.

Date: November 19, 2007

/s/ JOHN MCADAM
John McAdam

/s/ JOHN RODRIGUEZ
John Rodriguez

A signed original of this written statement required by Section 906, or other document authenticating,
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic version of
this written statement required by Section 906, has been provided to F5 Networks, Inc., and will be retained
by F5 Networks, Inc., and furnished to the Securities and Exchange Commission or its staff upon request.





