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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2014
or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 001-34501

JUNIPER NETWORKS, INC.

(Exact name of registrant as specified in its cbgrt

Delaware 77-0422528

(State or other jurisdiction of incorporation organization) (I.R.S. Employer Identification No.)

1194 North Mathilda Avenue
Sunnyvale, California 94089

(Address of principal executive offices) (Zip code)

(408) 745-2000

( Registrant's telephone number, including areaegod

Indicate by check mark whether the registrant @9 filed all reports required to be filed by Sectk8 or 15(d) of the Securities Exchange Act of4
during the preceding 12 months (or for such shgpemiod that the registrant was required to filehsweports), and (2) has been subject to suchg
requirements for the past 90 days. ¥ds No O

Indicate by check mark whether the registrant hdsritted electronically and posted on its corpoiMeb site, if any, every Interactive Data
required to be submitted and posted pursuant te R05 of Regulation $-(8232.405 of this chapter) during the precedi@gnionths (or for such shor
period that the registrant was required to submitost such files). Y&l No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, aaacelerated filer, or a smaller reporting comp&sk

the definitions of “large accelerated filer,” “ateated filer” and “smaller reporting company” iR 12b-2 of the Exchange Act.

Large accelerated fildx] Accelerated filed Non-accelerated fileldl Smaller reporting comparid

(Do not check if a smaller reporting
company)

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exde Act). Yedd No

There were 451,188,075 shares of the Company's @onStock, par value $0.00001, outstanding as ofuaug, 2014 .
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PART | — FINANCIAL INFORMATION

Iltem 1. Financial Statements

Juniper Networks, Inc.

Condensed Consolidated Statements of Operations

(In millions, except per share amounts)

(Unaudited)

Three Months Ended June 30,

Six Months Ended June 30,

2014 2013 2014 2013
Net revenues:
Product $ 929.2 863.¢ 1,805.. $ 1,645.¢
Service 300.: 286.¢ 594.¢ 564.:
Total net revenues 1,229.! 1,150.7 2,399.¢ 2,209.¢
Cost of revenues:
Product 359.: 321.% 685.¢ 599.k
Service 122.C 108.¢ 245.¢ 219.1
Total cost of revenues 481.: 430.2 931.: 818.¢
Gross margin 748.2 720.5 1,468.: 1,391.
Operating expenses:
Research and development 255k 257.7 519.t 519.¢
Sales and marketing 258.( 267.1 531. 523.2
General and administrative 60.€ 49.2 135t 107.3
Restructuring and other charges 58.2 8.C 172.2 15.C
Total operating expenses 632.3 582.( 1,358.¢ 1,165.¢
Operating income 115.¢ 138.t 109.% 225t
Other income (expense), net 178.¢ (12.6) 332.¢ (22.9)
Income before income taxes 294t 125.¢ 442 ¢ 202.¢
Income tax provision 73.4 28.C 110.¢ 13.¢
Net income $ 221.1 97.¢ 3317 $ 188.¢
Net income per share:
Basic $ 0.47 0.1¢ 0.6 $ 0.37
Diluted $ 0.4¢€ 0.1¢ 0.6¢ $ 0.37
Shares used in computing net income per share:
Basic 470.c 503.( 478.1 503.¢
Diluted 476.5 506.: 487.¢ 510.¢

See accompanying Notes to Condensed Consolidated ¢tal Statements
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Juniper Networks, Inc.

Condensed Consolidated Statements of Comprehensieeome
(In millions)
(Unaudited)

Three Months Ended June 30, Six Months Ended June 30,

2014 2013 2014 2013

Net income $ 2211  $ 97.¢ $ 3317 % 188.¢

Other comprehensive income (loss), net of tax:
Available-for-sale securities:

Change in unrealized gains on available-for-sale
securities, net of tax provision of ($6.1) and
($28.2) for the three and six months ended June
30, 2014, respectively, and $(3.9) and $(4.0) for
the corresponding periods of fiscal 2013,
respectively
10.2 5.8 48.4 5.€

Reclassification adjustment for realized net gains
on available-for-sale securities included in net
income, net of tax provision of $0.1 and $60.4
for the three and six months ended June 30,
2014, respectively, and $0.1 and $0.2 for the
corresponding periods of fiscal 2013,
respectively (0.9 (0.7) (203.9) (0.5

Net change in unrealized gains on available-
for-sale securities, net of taxes 10.C 5.7 (55.9) 5.1

Cash flow hedges:

Change in unrealized gains (losses) on cash flow
hedges, net of tax (provision) benefit of ($0.7)
and ($1.3) for the three and six months ended
June 30, 2014, respectively, and $1.6 and $1.6
for the corresponding periods of fiscal 2013,
respectively 1.1 (0.2 3.2 (2.2

Reclassification adjustment for realized net gains
on cash flow hedges included in net income, net
of tax provision of $0.4 and $0.3 for the three
and six months ended June 30, 2014,
respectively, and $0.1 and $0.2 for the
corresponding periods of fiscal 2013,

respectively (2.7) (0.4) 3.2 (1.9

Net change in unrealized gains on cash flow
hedges, net of taxes (1.0) (0.5) — (4.0
Change in foreign currency translation adjustments 2.2 (3.7 3.8 (9.5)
Other comprehensive income (loss), net of tax 112 1kt (51.5 (8.4)
Comprehensive income $ 232 % 99.4 § 280.z $ 180.t

See accompanying Notes to Condensed Consolidated ¢tal Statements
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Juniper Networks, Inc.

Condensed Consolidated Balance Sheets
(In millions, except par values)

June 30, December 31,
2014 2013
(Unaudited)
ASSETS
Current assets:
Cash and cash equivalents 2,159.¢ 2,284.(
Short-term investments 460.t 561.¢
Accounts receivable, net of allowances 560.¢ 578.:
Deferred tax assets, net 151.¢ 79.¢
Prepaid expenses and other current assets 165.2 199.¢
Total current assets 3,497.° 3,703.¢
Property and equipment, net 889.¢ 882.:
Long-term investments 1,340.: 1,251.¢
Restricted cash and investments 66.: 89.t
Purchased intangible assets, net 105.: 106.¢
Goodwill 4,071.! 4,057.;
Other long-term assets 166.5 233.¢
Total assets 10,137.: 10,326.(
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 246.: % 200.¢
Accrued compensation 232.¢ 273.¢
Deferred revenue 803.2 705.¢
Other accrued liabilities 291.¢ 261.C
Total current liabilities 1,573 1,441..
Long-term debt 1,348.¢ 999.:
Long-term deferred revenue 370.1 363.t
Long-term income taxes payable 125.7 114.¢
Other long-term liabilities 107.¢ 105.2
Total liabilities 3,525.¢ 3,023.¢
Commitments and contingencies (Note 16)
Stockholders' equity:
Convertible preferred stock, $0.00001 par value) Bbares authorized; none
issued and outstanding — —
Common stock, $0.00001 par value; 1,000.0 shatd®ared; 475.0 shares and
495.2 shares issued and outstanding as of Jyri#0324 and December 31, 2013,
respectively — —
Additional paid-in capital 9,325.! 9,868.¢
Accumulated other comprehensive income 13.1 64.€
Accumulated deficit (2,727.) (2,631.)
Total stockholders' equity 6,611.! 7,302.:
Total liabilities and stockholders' equity $ 10,137.0  $ 10,326.

See accompanying Notes to Condensed Consolidateti¢ial Statements
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Juniper Networks, Inc.

Condensed Consolidated Statements of Cash Flows

(In millions)
(Unaudited)
Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net caskigea by operating
activities:

Share-based compensation expense
Depreciation, amortization, and accretion
Restructuring and other charges
Deferred income taxes
Gain on investments, net
Gain on legal settlement, net
Excess tax benefits from share-based compensation
Loss on disposal of fixed assets
Changes in operating assets and liabilities, neffetts from acquisitions:
Accounts receivable, net
Prepaid expenses and other assets
Accounts payable
Accrued compensation
Income taxes payable
Other accrued liabilities
Deferred revenue
Net cash provided by operating activities
Cash flows from investing activities:
Purchases of property and equipment
Purchases of available-for-sale investments
Proceeds from sales of available-for-sale investmen
Proceeds from maturities of available-for-sale gtaeents
Purchases of trading investments
Proceeds from sales of privately-held investments
Purchases of privately-held investments

Payments for business acquisitions, net of casttasid equivalents acquired

Purchase of licensed software
Changes in restricted cash
Net cash provided by (used in) investing activities
Cash flows from financing activities:
Proceeds from issuance of common stock
Purchases and retirement of common stock
Purchase of equity forward contract
Issuance of long-term debt, net
Payment for capital lease obligation
Customer financing arrangements
Excess tax benefits from share-based compensation
Net cash used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Six Months Ended June 30,

2014 2013
3317 $ 188.¢
120.1 111.
95.€ 94.¢
194.¢ 16.
(82.9) 26.€
(167.0) (3.9
(120.9) —
(8.0) 1.3
0.8 0.1
21.4 (92.9)
149.c (86.9)
53.C (3.4)
(39.5) (64.0)
(38.9) (18.5)
(61.7) 3.1
101.¢€ 104.
551.( 275.F
(98.9) (142.9)
(1,577.6) (895.0)
1,504.¢ 587.
234.; 183.¢
(2.4) (2.1)
2. 1.7
(5.0 (14.9)
(27.1) (10.0)
— (10.0)
25.C —
55.¢ (300.9)
1212 74.%
(907.1) (239.)
(300.0) —
346.F —
(0.4) (1.4)
0.7 32.2
8.C 1.2
(731.9) (132.6)
(124.9) (157.9)
2,284.( 2,407.¢
2,159.¢ $ 2,249.¢




See accompanying Notes to Condensed Consolidataa¢tal Statements
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Juniper Networks, Inc.

Notes to Condensed Consolidated Financial Statement
(Unaudited)

Note 1. Basis of Presentation
Basis of Presentatiol

The unaudited Condensed Consolidated Financiabi@taits of the Company have been prepared in actmerdaith United States ("U.S
generally accepted accounting principles (“U.S. @8Afor interim financial information. Accordingly, tiiedo not include all of tt
information and footnotes required by U.S. GAAP fmmplete financial statements. The Condensed (idated Balance Sheet as
December 31, 2013 , is derived from the auditedsCldated Financial Statements for the year endecebber 31, 2013In the opinion ¢
management, all adjustments, including normal maogiraccruals, considered necessary for a fairgmtasion have been included. The re:
of operations for the three and six months ended 30, 2014 are not necessarily indicative of the results thay be expected for the y
ending December 31, 2014 , or any future perio@ ifformation included in this Quarterly Reportleorm 10Q ("Report") should be read
conjunction with “Management's Discussion and Aealyf Financial Condition and Results of OperajbfiRisk Factors,” Quantitative an
Qualitative Disclosures About Market Rislaihd the Consolidated Financial Statements and dbedrthereto included in the Company's An
Report on Form 10-K for the year ended DecembefB813. Certain amounts in the prior year Condensed Cmfaded Financial Statemel
contained in this Report have been reclassifiexbtdorm to the current year presentation.

The preparation of the financial statements andltedl disclosures in accordance with U.S. GAAP meguihe Company to make judgme
assumptions, and estimates that affect the amoeptsted in the Condensed Consolidated FinancakBients and the accompanying ni
Actual results could differ materially from thosstienates under different assumptions or conditions.

In the first quarter of 2014 the Company announced an integrated operatimy @I®P") to refocus the Company's strategy, optamits
structure, and improve operational efficienciescdnnection with the IOP, the Company realigneditgmnization into a On&uniper structul
which includes consolidating the Company's R&D gudto-market functions to reduce complexity, increaseitglaof responsibilities, ar
improve efficiency. As a result of these changbs, Company's consolidated business is considerdxt tone reportable segmefiiture
organizational changes, if any, could impact how c¢hief operating decision maker ("CODM") allocatesources and assesses performa
n fiscal 2013, the Company operated under two tapte segments: Platform Systems Division ("PSDi) &oftware Solutions Divisit
("SSD"). This change did not impact previously nepd consolidated results of operation. See Not&sg&gments for further discussion of tl
Company's segment reorganization.

Note 2. Summary of Significant Accounting Policies

There have been no material changes to the Congpsigyiificant accounting policies compared to tbeoanting policies described in Note
Significant Accounting Policiesin Notes to Consolidated Financial Statementiseim 8 of Part Il of the Annual Report on Form KGer the
year endeDecember 31, 2013 .

Recent Accounting Pronouncemen

In June 2014, the Financial Accounting Standardar8¢“FASB”) issued Accounting Standards UpdateSW) No. 2014-12 (Topic 718) -
Compensation - Stock CompensatfthSU 2014-12") which provides guidance that a parfance target that affects vesting of a shase
payment and that could be achieved after the riégussrvice period is a performance condition. Agsult, the target is not reflected in
estimation of the award’grant date fair value. Compensation cost for suchward would be recognized over the requiredeperiod, if i
is probable that the performance condition will &zhieved. ASU 20142 is effective for all entities for annual periodsginning afte
December 15, 2015 and interim periods within theseual periods. ASU 201¥2 should be applied on a prospective basis todswéat ar
granted or modified on or after the effective ddiee Company is currently evaluating the impaadhefadoption on its Consolidated Finan
Statements.

In May 2014, the Financial Accounting Standardsg8FASB") issued Accounting Standards Update (URSNo. 2014-09 (Topic 606}
Revenue from Contracts with Custom("ASU 201409") which provides guidance for revenue recognitibhis ASU affects all contracts t
the Company enters into with customers to trangberds and services or for the transfer of nonfifrassets. This ASU will supersede
revenue recognition requirements in Topic 605, modt industry specific guidance. This ASU also ssipges some cost guidance include
Subtopic 605-35, Revenue Recognition-ConstructippeTand Productiofiype Contracts. The standard's core principle & tkevenue
recognized when promised goods or services arsfelard to customers in an amount that reflectsctmsideration to which the Comp:
expects to be entitled in exchange for those goods




Juniper Networks, Inc.

Notes to Condensed Consolidated Financial StatemanfContinued)
(Unaudited)

or services. In doing so, the Company will needige additional judgment and estimates than undeexisting guidance. These may incl
identifying performance obligations in the contragstimating the amount of variable consideratiorinclude in the transaction price
allocating the transaction price to each separmtfopnance obligation. ASU 20128 is effective for annual and interim periods bedgig afte
December 15, 2016. Early adoption is not permitfeztordingly, the ASU will be effective for the Cauany beginning fiscal year 2017. 7
Company is currently evaluating the impact of tdemion on its Consolidated Financial Statements.

In April 2014, the FASB issued ASU No. 2014-0&esentation of Financial Statements (Topic 205) &moperty, Plant, and Equipme
(Topic 360): Reporting Discontinued Operations ddidclosures of Disposals of Components of an Et&gU 201408 which raises tt
threshold for a disposal to qualify as a discordgthwperation and requires new disclosures of bitodtinued operations and certain o
disposals that do not meet the definition of a alidimued operation. ASU 20188 is effective for annual periods beginning onaftel
December 15, 2014. Early adoption is permitteddmly for disposals that have not been reportedhiaricial statements previously issued.
Company has determined that this pronouncementdvmatl have a material impact on the Company's igduposition or results of operatiol

Note 3. Business Combination

On January 7, 2014, the Company acquired 100%eoEthuity securities of WANDL, Inc. ("WANDL"), for 28.7 million of cash and stor
consideration. WANDL, a provider of software soduns for advanced planning, management, design ptimi@ation of next-generation multi-
layer networks, will provide the Company with teology and experience in traffic engineering, mildtier optimization and path computati
to help service provider customers optimize théguarance and cost of their networks.

The aggregate consideration of $28.7 million wéscated as follows: intangible assets of $17.8iamill, recognized goodwill of $13.6 millign
and net liabilities of $2.7 million The goodwill recognized for the acquisition of WBL was primarily attributable to expected synesgi(
is not deductible for U.S. federal income tax psgm

Additionally, under the terms of the purchase agreat, the Company assumed share-based awards fdoyeras with a fair value @$34.¢
million , which were granted in contemplation ofute services and will be expensed as shased compensation over the remaining se
period.

Intangible Assets Acquire:

The following table presents details of the Compaiytangible assets acquired through the busicessination completed during the
months ended June 30, 2014 (in millions, exceptsyea

Weighted
Average
Estimated
Useful
Life
(In Years) Amount
Existing technology 7 $ 10.7
Customer relationships 7 6.C
Trade name 4 0.€
Backlog 1 0.2
Non-compete agreements 2 0.2
Total 7 $ 17.

The Company's Condensed Consolidated FinanciaérStatts include the operating results of this bssineombination from the date
acquisition. Pro forma results of operations fds tcquisition have not been presented as thediabimpact to the Company's consolid:
results of operations is not material.
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Juniper Networks, Inc.

Notes to Condensed Consolidated Financial StatemenfContinued)
(Unaudited)
Note 4. Cash Equivalents and Investments
Investments in Availabl-for-Sale and Trading Securities

The following tables summarize the Company's uimedlgains and losses and fair value of investméesignated as available-feale an
trading securities as of June 30, 2014 and DeceBhez013 (in millions):

Amortized Gross Unrealized Gross Unrealized Estimated Fair
Cost Gains Losses Value
As of June 30, 2014
Fixed income securities:
Asset-backed securities $ 259.1 % 01 $ 0.2) $ 259.1
Certificates of deposit 10.z — — 10.z
Commercial paper 15.¢ — — 15.¢
Corporate debt securities 815.7 14 (0.9 816.1
Foreign government debt securities 28.t — — 28.t
Government-sponsored enterprise obligations 226.2 — (0.7 226.1
U.S. government securities 355.t 0.1 — 355.¢
Total fixed income securities 1,711.( 1.€ (0.6) 1,712.(
Money market funds 1,135.: — — 1,135
Mutual funds 4.C 0 — 4.1
Publicly-traded equity securities 87.C 6.2 (0.2) 93.C
Total available-for-sale securities 2,937.: 7.5 (0.9) 2,944.;
Trading securities in mutual funés 16.4 — — 16.4
Total $ 29535 % 7¢ % 0.8 ¢ 2,960.¢
Reported as:
Cash equivalents $ 1,094.¢ $ — 3 — 3 1,094.¢
Restricted investments 65.2 0.1 — 65.4
Short-term investments 454 6.4 (0.2 460.-
Long-term investments 1,339.: 14 (0.6) 1,340.:
Total $ 2,953 $ 7¢ % 0.8) $ 2,960.¢

®  Balance includes the Company's mpralified deferred compensation plan as

9
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Juniper Networks, Inc.

Notes to Condensed Consolidated Financial StatemenfContinued)

(Unaudited)
Amortized Gross Unrealized Gross Unrealized Estimated Fair
Cost Gains Losses Value
As of December 31, 2013
Fixed income securities:
Asset-backed securities $ 249.¢ % 0.1 0.1) $ 249.¢
Certificates of deposit 27.¢ — — 27.€
Commercial paper 6.S — — 6.8
Corporate debt securities 813.¢ 2.C 0.3 815.:
Foreign government debt securities 10.7 — — 10.7
Government-sponsored enterprise obligations 306.2 0.1 (0.2 306.2
U.S. government securities 303.: 0.1 (0.2 303.:
Total fixed income securities 1,718.. - (0.6) 1,719.¢
Money market funds 1,043.° — — 1,043.°
Mutual funds 3.€ 0.1 — 4.C
Publicly-traded equity securities 12.C 104.t (1.9 114.¢
Total available-for-sale securities 2,777.¢ 106.¢ (2.5) 2,882.:
Trading securities in mutual funés 15.¢ — — 15.4
Total $ 2,793.. $ 106.¢ 25 $ 2,897.¢
Reported as:
Cash equivalents $ 996.. % — — % 996.2
Restricted investments 87.t 0.1 — 87.¢
Short-term investments 459.( 104.¢ (2.0 561.¢
Long-term investments 1,250.t 1.¢ (0.5 1,251.¢
Total $ 2,793 $ 106.¢ 25 $ 2,897.¢

©  Balance includes the Company's rpmalified deferred compensation plan as

The following table presents the contractual méasgiof the Company's total fixed income securitie®f June 30, 2014 (in millions):

Amortized Gross Unrealized Gross Unrealized Estimated Fair
Cost Gains Losses Value
Due in less than one year $ 3717 % 0.2 — 3 371.¢
Due between one and five years 1,339.1 14 (0.6) 1,340.:
Total $ 1,711.C  $ 1.€ 0.6 $ 1,712.(

10
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Juniper Networks, Inc.

Notes to Condensed Consolidated Financial StatemenfContinued)
(Unaudited)

The Company had 178 investments in an unrealizesl pmsition as of June 30, 2014 and December 313 2The gross unrealized los
related to these investments were primarily dueh@nges in market interest rates and stock prides.Company reviews its investment
identify and evaluate investments that have ancatatin of possible impairment. The Company aggesgés investments by category
length of time the securities have been in a cootis unrealized loss position to facilitate itsleation.

For available-forsale debt securities that have unrealized loskesCbmpany evaluates whether (i) it has the imtentd sell any of the:
investments and (ii) whether it is more likely thaot that it will be required to sell any of theseestments before recovery of the er
amortized cost basis. As of June 30, 2014 , thegaomy anticipates that it will recover the entirecatized cost basis of such available-fale
debt securities and has determined that no otlertémporary impairments associated with credit loggem® required to be recognized du
the three and six months ended June 30, 2014 aved3y 2013 .

For available-for-sale equity securities that hameealized losses, the Company evaluates whetber th an indication of other-thaemporar
impairments. This determination is based on sevabrs, including the financial condition and réarm prospects of the issuer and
Company's intent and ability to hold the publititgded equity securities for a period of time suéint to allow for any anticipated recoven
market value. During the six months ended June804, the Company determined that certain avaifdyslsale equity securities were other
than-temporarily impaired, resulting in an impaimheharge of $1.6 milliorthat were recorded within other income (expense), im the
Condensed Consolidated Statements of OperatioreseThere no such charges during the three montisdedune 30, 201dnd during th
three and six months ended June 30, 2013 .

During the six months ended June 30, 2014 , gesized gains from available-for-sale securitiesen®165.8 millionand gross realized los:
were not material, excluding the impairment changted above. During the three months ended Jun2®g} , and during thtaree and si
months ended June 30, 2013 , there were no mageass realized gains or losses from availableséde- securities and there weremateria
gross realized gains or losses from trading seesirituring the three and six months ended Jun2@@i and June 30, 2013 .

The following tables present the Company's availdbt-sale securities that were in an unrealizesk Iposition as of June 30, 20&#c
December 31, 2013 (in millions):

Less than 12 Months 12 Months or Greater Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
As of June 30, 2014
Fixed income securities:
Asset-backed securiti€s $ 61.C $ 0.2) $ 22 % — 3 63.2 $ (0.2
Corporate debt securities 297.1 (0.9 — — 297.1 (0.9
Foreign government debt securiti@s 16.C — — — 16.C —
Government-sponsored enterprise obligations 114.¢ (0.7 — — 114.¢ (0.7)
U.S. government securiti€s 123.( — — — 123.C —
Total fixed income securities 612.( (0.6) 2.2 — 614.2 (0.6)
Publicly-traded equity securities 2.4 (0.2 — — 2.4 (0.2
Total available-for-sale securities $ 614 $ 0.8) $ 22§ — $ 616€ $ (0.8

@ Balances 12 months or greater include investméatsitere in an immaterial unrealized loss positisrof June 30, 2014
@ Balances less than 12 months include investmeatsatére in an immaterial unrealized loss positism@alune 30, 2014

11
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Juniper Networks, Inc.

Notes to Condensed Consolidated Financial StatemenfContinued)

(Unaudited)
Less than 12 Months 12 Months or Greater Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Loss Value Loss Value Loss
As of December 31, 2013
Fixed income securities:
Asset-backed securitiés $ 153.C $ 0.2) $ 0€ $ — $ 153 $ (0.2
Corporate debt securiti€s 156.1 (0.3 9.7 — 165.¢ (0.3
Foreign government debt securiti@s 10.C — — — 10.C —
Government-sponsored enterprise obligations 123.1 (0.7 — — 123.1 (0.7)
U.S. government securities 119.5 (0.7 — — 119.5 0.2
Total fixed income securities 561.¢ (0.6) 10.2 — 572.2 (0.6)
Publicly-traded equity securities 6.8 (1.9 — — 6.8 (1.9
Total available-for-sale securities $§ 5681 § (25 % 105§ — $ 579.C § (2.5

@ Balances 12 months or greater include investméatsiere in an immaterial unrealized loss positisof December 31, 2013
@ Balances less than 12 months include investmeatsatére in an immaterial unrealized loss positismBDecember 31, 2013

Restricted Cash and Investmer

The Company classifies certain cash and investnantestricted cash and investments on its CondeBsasolidated Balance Sheets for
amounts held in escrow accounts, as required inaxtion with certain acquisitions completed betw2e@5 and 2014; (ii) the India Gratt
Trust and Israel Retirement Trust, which coverwtal severance obligations in the event of tertimaof any of the Company's India ¢
Israel employees, respectively; and (iii) the Dioes and Officers indemnification trust ("D&O Trlst The restricted investments
designated as available-for-sale securities.

Privately-Held Investments

As of June 30, 2014 and December 31, 2013, thgingrvalues of the Company's privately-held investts of $72.0 million an®57.2
million , respectively were included in other lotegm assets in the Condensed Consolidated BaldmetsS As of June 30, 2014, the carr
value of the privately-held debt securities was.$38illion . For the three and six months endedeJs8®, 2014, the Company recordkiD.(
million in other comprehensive income for unrealizmins associated with its privatédigld debt securities. The fair value associated thies:
privately-held debt securities was $42.3 millioroddune 30, 2014.

The Company reviews its investments to identify emdluate investments that have an indication efjbe impairment. The Company adji
the carrying value of its privatelyeld investments for any impairment if the fairuais less than the carrying value of the respeassets ¢
an other-than-temporary basis.

During the three and six months ended June 30, 203 Company determined that certain privatetyd investments were other tl

temporarily impaired, resulting in impairment chesgf $0.4 millionthat were recorded within other income (expensef),jmthe Condens
Consolidated Statements of Operations. There wemioh charges during the three and six monthsdehawge 30, 2014.
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Note 5. Fair Value Measurements

Assets and Liabilities Measured at Fair Value orRecurring Basis

The following tables provide a summary of assetslabilities measured at fair value on a recurtidgis and as reported in the Condensed
Consolidated Balance Sheets (in millions):

Fair Value Measurements at June 30, 2014 Using:

Quoted Prices in Significant Other Significant Other
Active Markets For Observable Unobservable
Identical Assets Remaining Inputs Remaining Inputs
(Level 1) (Level 2) (Level 3) Total
Assets measured at fair value:
Available-for-sale securities:
Asset-backed securities $ — 3 259.1 $ — 259.1
Certificates of deposit — 10.z — 10.z
Commercial paper — 15.¢ — 15.¢
Corporate debt securities — 816.7 — 816.7
Foreign government debt securities — 28.t — 28.t
Government-sponsored enterprise obligations — 226.1 — 226.1
Money market fund$’ 1,135.; — — 1,135.:
Mutual funds® 4.1 — — 4.1
Publicly-traded equity securities 93.C — — 93.C
U.S. government securities 304.¢ 50.7 — 355.¢
Total available-for-sale securities 1,537.: 1,407.: — 2,944.;
Trading securities in mutual funés 16.4 — — 16.4
Privately-held debt securities — — 42.3 42.3
Derivative assets:
Foreign exchange contracts — 3.C — 3.C
Warrant on Palo Alto Networks, Inc.
common stock — 38.¢ — 38.¢
Total assets measured at fair value $ 1553 $ 1,448.¢ $ 42 $ 3,044.
Liabilities measured at fair value:
Derivative liabilities:
Foreign exchange contracts $ — 3 02 $ — 3 (0.2
Total liabilities measured at fair value $ — % 0.2 $ — % (0.2)
Total assets measured at fair value, reported as:
Cash equivalents $ 1,073.¢ $ 20.7 % — 3 1,094.¢
Restricted investments 65.4 — — 65.4
Short-term investments 212.F 248.( — 460.5
Long-term investments 201.5 1,138.¢ — 1,340.:
Prepaid expenses and other current assets — 41.¢ — 41.¢
Other long-term assets — — 425 42.3
Total assets measured at fair value $ 1,553 $ 1,448.¢ $ 42 % 3,044,
Total liabilities measured at fair value, reporésd
Other accrued liabilities $ — 3 0.2 % — (0.2
Total liabilities measured at fair value $ — $ 0.2 % — (0.9




1)

)
®)

Balance includes $61.3 millioaf restricted investments measured at fair marledties related to the Company's D&O Trust and actois relate
€SCrows

Balance relates to restricted investments measuirfdr market value related to the Company's Ii@hiatuity Trust

Balance relates to investments measured at faievalated to the Company's -qualified deferred compensation plan as
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Fair Value Measurements at December 31, 2013 Using:

Quoted Prices in Significant Other Significant Other
Active Markets For Observable Unobservable
Identical Assets Remaining Inputs Remaining Inputs
(Level 1) (Level 2) (Level 3) Total
Assets measured at fair value:
Available-for-sale securities:
Asset-backed securities $ — % 249.¢ $ — % 249.¢
Certificates of deposit — 27.€ — 27.€
Commercial paper — 6.8 — 6.8
Corporate debt securities — 815.: — 815.c
Foreign government debt securities — 10.7 — 10.7
Government-sponsored enterprise obligations — 306.2 — 306.2
Money market fund$§’ 1,043." — — 1,043.°
Mutual funds® 4.C — — 4.C
Publicly-traded equity securities 114.¢ — — 114.¢
U.S. government securities 197.2 106.] — 303.3
Total available-for-sale securities 1,359.! 1,522.° — 2,882.:
Trading securities in mutual funés 15.£ — — 15.4
Privately-held debt securities — — 28.1 28.1
Derivative assets:
Foreign exchange contracts — 3.C — 3.C
Total assets measured at fair value $ 1,374¢ $ 1,525.7 $ 281 $ 2,928.°
Liabilities measured at fair value:
Derivative liabilities:
Foreign exchange contracts $ — % 0.7 % — % (0.7)
Total liabilities measured at fair value $ — 3 0.7 $ — 3 (0.7)
Total assets measured at fair value, reported as:
Cash equivalents $ 965.1 $ 311 % — 3 996.2
Restricted investments 87.€ — — 87.€
Short-term investments 246.5 315.¢ — 561.¢
Long-term investments 75.1 1,176.: — 1,251.¢
Prepaid expenses and other current assets — 3.C — 3.C
Other long-term assets — — 28.1 28.1
Total assets measured at fair value $ 1,374.¢ $ 15250 $ 28.1 $ 2,928."
Total liabilities measured at fair value, reporésd
Other accrued liabilities $ — 3 07 $ — 3 (0.9
Total liabilities measured at fair value $ — $ 09 $ — $ 0.9

@) Balance includes $83.6 millioaf restricted investments measured at fair marladties related to the Company's D&O Trust and actipis relate
€SCrows

@ Balance relates to restricted investments measirfzdr market value related to the Company's Ii@hiatuity Trust

(@) Balance relates to investments measured at faievalated to the Company's -qualified deferred compensation plan as
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The Company's Level 2 available-for-sale fixed meosecurities are priced using quoted market pfmesimilar instruments or nobinding
market prices that are corroborated by observaldeken data. The Company uses inputs such as acadd data, benchmark vyiel
broker/dealer quotes, or alternative pricing sosineéh reasonable levels of price transparency whie obtained from quoted market pri
independent pricing vendors, or other sources eterchine the ultimate fair value of these asselte Tompany's derivative instruments
classified as Level 2, as they are not activeldg¢thand are valued using pricing models that userghble market inputs. The Compa
policy is to recognize asset or liability transfemmong Level 1, Level 2, and Level 3 at the begigndf the quarter in which a change
circumstances resulted in a transfer. During theettand six months ended June 30, 20t Company had no transfers between levelse
fair value hierarchy of its assets or liabilitiesasured at fair value.

All of the Company's privatelyreld debt securities are classified as Level 3tashge to the absence of quoted market prices ardharen
lack of liquidity.

The Company estimates the fair value of its priyabeld debt investments on a recurring basis usingnatysis of the financial condition &
nearterm prospects of the investee, including recamrfcing activities and the investee's capital stinec During the three and six mor
ended June 30, 2014, there were purchases of $4ichmelated to our privately-held debt securtie

Assets and Liabilities Measured at Fair Value orNbnrecurring Basis

Certain of the Company's assets, including intdegissets, goodwill, and privateeld equity investments, are measured at fair value
nonrecurring basis if impairment is indicated.

Privatelyheld equity investments, which are normally carrégdcost, are measured at fair value on a noniegulbrasis due to events ¢
circumstances that the Company identified as sianifly impacting the fair value of investments.eT@ompany estimates the fair value @
privately-held equity investments using an analg$ithe financial condition and netarm prospects of the investee, including recevarfcing
activities and the investee's capital structure.

Purchased intangible assets are measured at fag pamarily using discounted cash flow projecton

As of June 30, 2014 , the Company had no assetsumezhat fair value on a nonrecurring basis. AB@fember 31, 2013the Company hs
$2.0 million of privatelyheld equity investments measured at fair value ooraecurring basis and were classified as Lewads®ts due to t
absence of quoted market prices and inherent Iatigudity. The impairment charges, representihg tifference between the net book v
and the fair value, are recorded to other incompdpse), net in the Condensed Consolidated Statesh@perations.

As of June 30, 2014 and December 31, 2013 , thep@nynhad no liabilities measured at fair value oroarecurring basis.

Assets and Liabilities Not Measured at Fair Vali

The carrying amounts of the Company's accountdvaoke, financing receivables, accounts payabld, @her accrued liabilities approxim
fair value due to their short maturities. As of 89, 2014 and December 31, 2013 , the estimaiiedafae of the Company's lortgrm debt i

the Condensed Consolidated Balance Sheets wasxaipptely $1,436.3 million and $1,023.5 millianrespectively, based on observi
market inputs (Level 2).
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Note 6. Derivative Instruments

The Company uses derivatives to partially offsetritarket exposure to fluctuations in certain fare@irrencies and does not enter
derivatives for speculative or trading purposes.

The notional amount of the Company's foreign clyetterivatives are summarized as follows (in mil8j

As of
June 30, December 31,
2014 2013
Cash flow hedges $ 89.C $ 137.¢
Non-designated derivatives 172.2 144.¢
Total $ 2612 $ 282.(

Cash Flow Hedges

The Company uses foreign currency forward or optiontracts to hedge certain forecasted foreigneogy transactions relating to cos
services and operating expenses. The derivatieemeimded to hedge the U.S. Dollar equivalenhef@Gompany's planned cost of services
operating expenses denominated in certain foreigrencies. These derivatives are designated asflagtedges. Execution of these ¢
flow hedge derivatives typically occurs every mowtith maturities of ongear or less. The effective portion of the derivels gain or loss
initially reported as a component of accumulatedeotcomprehensive income, and upon occurrence ®ffdhecasted transaction,
subsequently reclassified into the cost of servaresperating expense line item to which the hedgausaction relates. The Company rec
any ineffectiveness of the hedging instrumentstirenincome (expense), net, in its Condensed Cuiadet Statements of Operations. C
flows from such hedges are classified as operaintigities. All amounts within other comprehensineome are expected to be reclassified
earnings within the next twelve months.

See Note 5Fair Value Measurementsfor the fair values of the Company's derivatimstiuments in the Condensed Consolidated Ba
Sheets.

During the three and six months ended June 30, 2aihé Company recognized a gain of $1.8 million &4.5 million, respectively, i
accumulated other comprehensive income (losshfoeffective portion of its derivative instrumeatsd reclassified a gain of $2.5 milliamc
$3.5 million , respectively, from other comprehensive incomes)oto operating expense in the Condensed Contadidatatements
Operations. During the three and six months endetk 30, 2013 , the Company recognized a loss of #iillion and $3.8 million,
respectively, in accumulated other comprehensigenre (loss) for the effective portion of its detiva instruments and reclassified a gai
$0.6 million and $2.0 million respectively, from other comprehensive incomesgjdo operating expense in the Condensed Conted
Statements of Operations.

The ineffective portion of the Company's derivatimstruments recognized in its Condensed Conselii&tatements of Operations wad
material during the three and six months ended 30n2014 and June 30, 2013 .

Non-Designated Derivatives

The Company also uses foreign currency forwardrects to mitigate variability in gains and lossengrated from the remeasuremer
certain monetary assets and liabilities denominatefreign currencies. These derivatives were degignated for special hedge accour
treatment. These derivatives are carried at fainevavith changes recorded in other income (expenss) in the Condensed Consolid:
Statements of Operations. Changes in the fair vafuthese derivatives are largely offset by remessent of the underlying assets
liabilities. Cash flows from such derivatives afessified as operating activities. The derivatilase maturities within two months.
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During the three and six months ended June 30, 204 Company recognized net losses of $2.4 miliind $3.0 million, respectively, @
non-designated derivative instruments within other meo(expense), net, in its Condensed Consolidatai8ents of Operations. During
three and six months ended June 30, 2013 , the @woymecognized net gain of $0.8 million and $0.1liom , respectively, on nodesignate
derivative instruments within other income (expéneet, in its Condensed Consolidated Statemen@pefations.

Offsetting of Derivatives

The Company presents its derivative assets andadie liabilities on a gross basis in the ConddnSensolidated Balance Sheets. Howe
under agreements containing provisions on nettiitly @ertain counterparties of foreign exchange i@uts$, subject to applicable requireme
the Company is allowed to nséttle transactions on the same date in the samency, with a single net amount payable by ondypar the
other. As of June 30, 2014 and December 31, 20th@ potential effect of rights of setoff assoethtwith derivative instruments was
material. The Company is neither required to pledgreentitled to receive cash collateral relatethtsse derivative transactions.

Note 7. Goodwill and Purchased Intangible Assets

Goodwill
The following table presents goodwill activity dugithe six months ended June 30, 2014 (in millions)

Balance as of December 31, 2013 $ 4,057."
Additions due to business combination 13.€
Tax reserve adjustment 0.2

Balance as of June 30, 2014 $ 4,071

The additions to goodwill were based on the purelmgce allocation of the acquisition completedinigithe first quarter of 2014. There w
no impairments to goodwill during the three andrabnths ended June 30, 2014 and June 30, 2013 .

Purchased Intangible Asse!

The Company’s purchased intangible assets weralag/é (in millions):

Accumulated Impairments and
Gross Amortization Other Charges Net
As of June 30, 2014
Intangible assets with finite lives:
Technologies and patents $ 592.C % (4705 $ (305 % 91.C
Customer contracts, support agreements, and
related relationships 80.: (64.7) (2.2) 13.4
Other 19.¢ (29.0 — 0.¢
Total purchased intangible assets $ 692.: $ (554.2) $ 327 $ 105.¢
As of December 31, 2013
Intangible assets with finite lives:
Technologies and patents $ 581.. % (453.9) % (30.5) % 97.t
Customer contracts, support agreements, and
related relationships 74.% (62.79) (2.2 9.4
Total purchased intangible assets $ 655.0 $ (516.) $ (32.7) ¢ 106.¢
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The following table presents the amortization dfangible assets included in the Condensed Consetidgtatements of Operations
millions):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Cost of revenues $ 84 $ 6.5 % 16.€ $ 12.¢
Operating expenses:
Sales and marketing 1.1 0.¢ 2.1 1.6
General and administrative 0.2 0.2 0.€ 0.€
Total operating expenses 1.4 1.2 2.7 2.4
Total $ 98 % 77 % 192 % 15.2

There were no impairment charges related to pueth@sangible assets during the three and six nsoattded June 30, 2014 adane 3(
2013.

As of June 30, 2014 , the estimated future amditizaxpense of purchased intangible assets witteflives is as follows (in millions):

Years Ending December 31, Amount
Remainder of 2014 $ 19.5
2015 35.c
2016 21.1
2017 13.C
2018 6.1
Thereafter 10.c
Total $ 105.2

Note 8. Other Financial Information
Inventories
The Company purchases and holds inventory to peoaitbquate component supplies over the life ofittuerlying products. The majority

the Company's inventory is production componemtgeitories are reported both within prepaid expermsal other current assets and ¢
long-term assets in the Condensed ConsolidatechBal8heets. Total inventories consisted of thewotig (in millions):

As of
June 30, December 31,
2014 2013
Production materials $ 465 % 51.2
Finished goods 0.€ 1.4
Inventories $ 471 $ 52.7

The Company recorded charges in cost of revenuéd b6 million and $15.5 million for the three and six months ended June 30,
respectively, related to the acceleration of the-eflife of certain products in connection with the 2(Restructuring Plan discussed in Nof
Restructuring and Other Charge
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Other Long-Term Assets
Other long-term assets consisted of the followingr(illions):
As of
June 30, December 31,
2014 2013

Privately-held investments $ 72.C % 57.2
Licensed software 9.t 90.¢
Federal income tax receivable 20.C 20.C
Financed customer receivable 19.¢ 19.¢
Inventory 11.7 15.2
Prepaid costs, deposits, and other 33.7 31.1

Other long-term assets $ 166 $ 233.¢

In connection with the 2014 Restructuring Plan uésed in Note 9Restructuring and Other Chargeshe Company reviewed its prod
portfolio and determined to cease development @fahplication delivery controller software techrgptdicensed in July 2012. As a result,
Company recognized a charge of $84.7 millfenorded within operating expenses in the Condes®tsolidated Statement of Operati
during the six months ended June 30, 2014. There m@revenues associated with this technology.

Warranties
The Company accrues for warranty costs based oociagsd material, labor for customer support, amdrioead at the time revenue

recognized. This accrual is reported within othegraed liabilities in the Condensed ConsolidatethBee Sheets. Changes in the Company
warranty reserve during the six months ended JOn2@L4 were as follows (in millions):

Balance as of December 31, 2013 $ 28.C
Provisions made during the period 14.¢
Actual costs incurred during the period (14.0

Balance as of June 30, 2014 $ 28.€
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Deferred Revenu:

Details of the Company's deferred revenue, as tegén the Condensed Consolidated Balance Sheets,as follows (in millions):

As of
June 30, December 31,
2014 2013

Deferred product revenue:
Undelivered product commitments and other prodeétmlals 182t $ 184.¢
Distributor inventory and other sell-through items 127.C 118.%
Deferred gross product revenue 309.t 303.¢
Deferred cost of product revenue (58.9) (58.€)
Deferred product revenue, net 251.1 245.(
Deferred service revenue 922.2 824.%
Total 1,173 $ 1,069.:

Reported as:

Current 803.2 $ 705.¢
Long-term 370.1 363.t
Total 1,173 $ 1,069.:

Deferred product revenue represents unrecognizeenue related to shipments to distributors thatehawt sold through to engsers
undelivered product commitments, and other shipm#het have not met all revenue recognition cateieferred product revenue is recol
net of the related costs of product revenue. Defeservice revenue represents billable amountsefvice contracts, which include techn
support, hardware and software maintenance, pliofessservices, and training, for which servicesehaot been rendered.

Other Income (Expense), Net

Other income (expense), net, consisted of theviatig (in millions):

Three Months Ended June 30, Six Months Ended June 30,

2014 2013 2014 2013
Interest income $ 21 % 1.7 $ 42 $ 3.8
Interest expense (17.9) (14.9 (33.9 (29.2)
Net gain on legal settlement 195.2 — 195.: —
Net gain on investments 0.8 1kt 167.( 3.8
Other (1.8) (0.9 (0.9) (1.7
Other income (expense), net $ 178¢ $ (12.¢) $ 332.¢  $ (22.9)

Interest income primarily includes interest earnadhe Company cash, cash equivalents, and investments. Intexpshse primarily includ
interest, net of capitalized interest expense, ftongterm debt and customer financing arrangements. rQyipécally consists of investme
and foreign exchange gains and losses and otheopenational income and expense items.

During the three months ended June 30, 2014, thep@oy entered into a settlement agreement with RidoNetworks ("PAN") resolvin
patent litigation between the two companies, whasulted in a realized gain on legal settlemer#l®5.3 million, net of legal fees. Under 1
terms of the settlement, PAN made a one-time paytoethe Company of $75.0 million cash and issued the Company PAN common
and warrants. The fair value of the PAN commonlsted warrants at the date of receipt was inclidetie net realized gain. All such P,
securities have been sold in the third quarter0d#2
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During the six months ended June 30, 2014, othawnie (expense), net was primarily comprised of tagaén on investments #164.(
million , primarily related to certain publicly-tled equity and privately-held investments and $39%illion net realized gain on leg
settlement.

During the three months ended June 30, 2016 gain on investments was primarily comprisked gain on sale of certain investments part
offset by a loss on privatelyeld investments. During the six months ended 30013, net gain on investments was primarily mased of
net gain of $1.3 million related to privately-héhestments.

Note 9. Restructuring and Other Charges

The following table presents restructuring and ptfarges included in cost of revenues and restrinct and other charges in the Conde
Consolidated Statements of Operations (in millions)

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Severance $ 102 $ 0.8 $ 38 $ 5.2
Facilities 37.¢ 7.7 37.¢ 10.2
Contract terminations 1.t 0.2 2.3 1.C
Total restructuring charges 49.: 8.¢ 78.€ 16.5
Asset impairment and write-downs 22 — 115.¢ —
Total restructuring and other charges $ 720 $ 8.8 $ 194 $ 16.
Reported as:
Cost of revenues $ 13 % 0. % 22z % 1.5
Restructuring and other charges 58.2 8.C 172.2 15.C
Total $ 72 $ 8.8 $ 1942 % 16.5

Restructuring and other charges noted above amdbais the Company's 2014 Restructuring Plan anérQRestructuring Plans that w
committed to by management. Any changes in thenastis of executing the approved plans are reflentéte Company's results of operatic

2014 Restructuring Plan

In connection with IOP announced in the first gaaxf 2014, the Company initiated a restructuritenpthe “2014 Restructuring Plantd
refocus the Company's strategy, optimize its stinectand improve operational efficiencies. The 2B&structuring Plan consists of workfc
reductions, facility consolidations and closuresset write-downs, contract terminations and otharges.

During the three months ended June 30, 2014 , ¢imep@ny recorded $9.9 million of severance costg,6illion of facility consolidation an
closures, $8.9 million of asset write-downs, andb$illion of contract terminations that were recorded toruestiring and other charges in
Condensed Consolidated Statement of OperationsCbingpany also recorded inventory write-downs of.$Iillion and a charge related
products with contract manufacturers of $2.3 millior acceleration of the end-sérvice life of certain products to cost of revenire the
Condensed Consolidated Statement of Operationegithie three months ended June 30, 2014 .

During the six months ended June 30, 2014 , thegaomrecorded $37.9 million of severance costs,881llion of facility consolidation an
closures, $84.7 million of impairment charges edato licensed software, 8.9 million of asset wdtavns, and $2.3 milliorof contrac
terminations that were recorded to restructuring aimer charges in the Condensed Consolidatedns#ateof Operations. The Company
recorded inventory write-downs of $15.5 million amdharge related to products with contract mariufacs of $6.7 milliorfor acceleration «
the end-of-service life of certain products to coktevenues in the Condensed Consolidated Stateofigbperations during thsix month:
ended June 30, 2014 .
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In connection with the 2014 Restructuring Plan, @menpany expects to record aggregate future chafgasproximately $5.0 million t810.(
million allocated to the following restructuringtatties: $2.0 million to $4.0 million for severaac$2.0 million to $5.0 milliorfor facility
consolidations or closures, and up to $1.0 milfimncontract terminations and other charges.

The remaining restructuring liabilities under tH@2 Restructuring Plan are expected to be completdte second half of 2014.

Other Restructuring Plans

Restructuring plans initiated by the Company icdis2013, 2012, and 2011 have been substantiathptied as of June 30, 2014 with mi
adjustments recorded during the three months edded 30, 2014n connection with these plans. The Company dodserpect to recol
significant future charges under these restruaguplans. The remaining restructuring liabilitiesdenthese plans are expected to be settl
March 2018.

Restructuring Liability

Restructuring liabilities are reported within otheecrued liabilities and other lorigrm liabilities in the Condensed Consolidated Bed
Sheets. The following table provides a summaryhafinges in the restructuring liability related te fiompany's plans during th& month:
ended June 30, 2014 (in millions):

Non-cash

December 31, Cash Settlements and June 30,
2013 Charges Payments Other 2014
Severance $ 5€ $ 38t % (34.9) $ 0.9 $ 8.C
Facilities 5.1 37.¢ 2.7 9.7 50.¢€
Contract terminations and other 7.1 28 (8.9 (0.9 0.2
Total $ 17.¢ % 78.€ $ 44.9 % 81 $ 60.1

Note 10. Long-Term Debt and Financing
Long-Term Debt

The following table summarizes the Company's largatdebt (in millions, except percentages):

As of June 30, 2014
Effective Interest

Amount Rates
Senior notes:
3.10% fixed-rate notes, due 2016 ("2016 Notes") $ 300.( 3.25%
4.60% fixed-rate notes, due 2021 (2021 Notes") 300.( 4.6%
4.50% fixed-rate notes, due 2024 ("2024 Notes") 350.( 4.62%
5.95% fixed-rate notes, due 2041 ("2041 Notes") 400.( 6.05%
Total senior notes 1,350.(
Unaccreted discount (1.9
Total $ 1,348.¢

In February 2014, the Company issued $350.0 milliggregate principal amount of 4.5@¥#nior notes due 2024. The 2024 Notes are ¢
unsecured obligations and rank equally with althef Company's other existing and future senior cunsel indebtedness. Interest on the !
Notes is payable in cash semiannually. The Compaany redeem the 2024 Notes, at any time in whofeoon time to time in part, subject t
makewhole premium, and in the event of a change inrobrthe holders of the 2024 Notes may requireGbepany to repurchase for cast
or part of the 2024 Notes at a purchase price emuad1%of the aggregate principal amount, plus accruedwanmhid interest, if any. T
indenture that governs the 2024 Notes also contairiseus covenants, including limitations on then@any's ability to incur liens or enter i
sale-leaseback transactions over certain dollastiolds.
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The effective interest rates for the 2016 Note®12Notes, 2024 Notes, and 2041 Notes (collectitiedy“Notes”)include the interest on t
Notes, accretion of the discount, and amortizatbrissuance costs. As June 30, 2014 the Company was in compliance with all of
covenants in the indentures governing the Compagéss.

Revolving Credit Facility

On June 27, 2014, the Company entered into a CAggldéement ("Credit Agreement”) with certain ingtibnal lenders and Citibank, N.A.,
administrative agent, that provides for a $500.0Uioni unsecured revolving credit facility, with an optiof the Company to increase
amount of the credit facility by up to an additibi$200.0 million, subject to certain conditions. Proceeds of loayasle under the Cre
Agreement may be used by the Company for workingtalaand general corporate purposes. Revolvingdaaay be borrowed, repaid
reborrowed until June 27, 2019, at which time allbants borrowed must be repaid. Borrowing may beodenated, at the Company's op
in U.S. dollars, Pounds Sterling or Euro.

Borrowings under the Credit Agreement will beaenest, at either i) a floating rate per annum etusthe base rate plus a margin of betv
0.00% and 0.50% , depending on the Company's pdbébt rating or ii) a per annum rate equal to #szrve adjusted Eurocurrency rapmus i
margin of between 0.90% and 1.50% , depending @eiCttmpany's public debt rating. Base rate is ddfawethe greatest of (ACitibank's bas
rate , (B) the federal funds rate plus 0.50% ort(@)ICE Benchmark Administration Settlement Rapelicable to dollars for a period of ¢
month plus 1.00% The Eurocurrency rate is determined for U.S.atelland Pounds Sterling as the rate at which dispiassuch currency &
offered in the London interbank market for the égadle interest period and for Euro as the rateifipd for deposits in Euro with a matui
comparable to the applicable interest period.

The Credit Agreement requires the Company to mairggdeverage ratio no greater than 3.0 x and terast coverage ratio no less than 3.0
during the term of the credit facility. In additiothe Credit Agreement contains customary affireatind negative covenants, incluc
covenants that limit or restrict the ability of tiempany and its subsidiaries to, among other ghiggant liens, merge or consolidate, dis
of all or substantially all of its assets, chanigeit accounting or reporting policies, change tiheisiness and incur subsidiary indebtedne:
each case subject to customary exceptions fordit deility of this size and type. As of June 2014, the Company was in compliance witl
covenants in the Credit Agreement, and no amouats wutstanding.

Customer Financing Arrangements

The Company provides certain distribution partraasess to extended financing arrangements foricentauser customers that require lor
payment terms than those typically provided by @empany through factoring accounts receivable fodgbarty financing provide
("financing providers"). The program does not amdnot intended to affect the timing of the Compamnmgvenue recognition. Under
financing arrangements, proceeds from the finanpimyider are due to the Compan y 30 to 90 deys the sale of the receivable. In th
transactions with the financing provider, the Compaurrenders control over the transferred asJéts. factored accounts receivable
isolated from the Company and put beyond the reddie Company's creditors, even in the event afkhgptcy. The Company does
maintain effective control over the transferredegsshrough obligations or rights to redeem, transér repurchase the receivables after
have been transferred.

Pursuant to the financing arrangements for theafaleceivables, the Company sold net receivatiié209.8 million and $184.7 millioduring
the three months ended June 30, 2014 and Juné38, ,2respectively, and $342.7 million and $365illion during thesix months ende
June 30, 2014 and June 30, 2013, respectively.

The Company received cash proceeds from the fingmmiovider of $152.1 million and $205.7 millionrthg the three months endddne 3C
2014 and June 30, 2013, respectively, and $344ldbmand $368.4 million during the six months eadJune 30, 2014 and June 30, 201:
respectively. As of June 30, 2014 and DecembeB13 , the amounts owed to the Company by the ¢ingnprovider were$182.7 millior
and $189.8 million , respectively, and were recdriteaccounts receivable on the Condensed Consetidzalance Sheets.

The Company has provided guarantees to third-garéycing companies for third-party financing agaments extended to certain emk
customers, which have terms of up to four yearg. Company is liable for the aggregate unpaid paysterthe
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third-party financing company in the event of cuséw default. As of June 30, 201the Company has not been required to make anyaty
under these arrangements. Pursuant to these amantge the Company has guarantees for third-parénéing arrangements 822.1 millior
as of June 30, 2014 .

The portion of the receivable financed that hasle®n recognized as revenue is accounted for eacing arrangement and is include
other accrued liabilities and other long-term lidilels in the Consolidated Balance Sheefs of June 30, 2014 and December 31, 201&
estimated cash received from the financing provid¢recognized as revenue was $54.2 million artd3aillion , respectively.

Note 11. Equity
Stock Repurchase Activitie

In February 2014, the Company's Board of Direc{tine "Board") approved a stock repurchase progrhaat authorized the Company
repurchase up to $2.0 billion of its common stdulotigh the end of the first quarter of 2015, inahgd$1.2 billionto be used pursuant to
accelerated share repurchase program ("2014 StegkirBhase Program"). The $2.0 billion authorizatieplaced the $1.0 billiostoclk
repurchase authorization approved by the Boardlyn2013 ("2013 Stock Repurchase Program”).

As part of the 2014 Stock Repurchase Program, trapany entered into tweeparate accelerated share repurchase agreematgstiicely,
the "ASR") with two financial institutions to reptirase $1.2 billion of the Compasycommon stock. During the three months ended Mai«
2014, the Company made an up-front payment of Billidn pursuant to the ASR and received and rdtar initial 33.3 millionshares ("Initie
Shares") of the Company’s common stock for an aggeeprice of $900.0 million based on the marké&teraf the Compang common stoc
on the date of the transaction which was accoufateds a reduction to stockholders' equity in tlemd@ensed Consolidated Balance Sheets
remaining $300.0 million was recorded as a forwamdtract within stockholders' equity in the Condgh€onsolidated Balance Sheets.

During the six months ended June 30, 2014, the mpyrchases under the 2014 Stock Repurchase Rraggee in connection with the AS
Accordingly, as of June 30, 2014, there was $8@tllllon of authorized funds remaining under the 2014 S®egurchase Program. On
23, 2014, the ASR was completed and the Compargivedt an additional 16.0 million shares from theaficial institutions for a total @f9.:
million shares of the Company's common stock, which rasuita volume weighted average repurchase priss,da agreed upon discount
$24.35 per share. The 16.0 million shares receniédbe retired in the third quarter of 2014.

During the three and six months ended June 30, 268 Company repurchased and retired approxignétdl million and 12.6 milliorshare
of its common stock, respectively, at an averageepf $16.45 and $18.68 per share, respectivelyaf aggregate purchase pricebtd5.:
million and $235.4 million , respectively, undes #2013 Stock Repurchase Program.

In addition to repurchases under the Compsirstock repurchase program, the Company also repses common stock from cert
employees in connection with the net issuance afeshto satisfy minimum tax withholding obligatianson the vesting of certain stock aw:
issued to such employees. Repurchases associatedawiwithholdings were not significant during ttheee and six months ended June
2014 and June 30, 2013.

Future stock repurchases under the Comsastyick repurchase program will be subject to &vewf the circumstances at that time and wi
made from time to time in private transactions pem market purchases as permitted by securities daa other legal requirements.

See Note 17Subsequent Evenfer discussion of the Company's stock repurchaseitgcsubsequent to June 30, 2014.
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Accumulated Other Comprehensive Income, Net of 1

The components of accumulated other comprehenso@rie, net of related taxes, during the six mostited June 30, 201dere as follow
(in millions):

Unrealized Unrealized Foreign
Gains (Losses) Gains (Losses) Currency
on Available-for- on Cash Flow Translation
Sale Securities” Hedges® Adjustments Total
Balance as of December 31, 2013 $ 66.2 $ 22 % 3.9 $ 64.€
Other comprehensive gain before reclassifications 48.4 3.2 3.¢ 55.t
Amount reclassified from accumulated other
comprehensive income (203.9) (3.2 — (207.0
Net other comprehensive loss (55.9) — 3.6 (51.5
Balance as of June 30, 2014 $ 108 $ 22 01 $ 13.1

@ The reclassifications out of accumulated other aaignsive income during the six months ended JOn@@L4 for realized gains on available-ae
securities of $103.8 million are included in otherome (expense), net, in the Condensed Consalidttements of Operations.

@ The reclassifications out of accumulated other aaiensive income during the six months ended JOp2®@L4for realized gains on cash flow hedges
included within cost of revenues of $0.4 milliomesearch and development of $0.5 million , saled marketing of $1.7 million and general ai
administrative of $0.6 million for which the hedgeansactions relate in the Condensed Consolidst@gments of Operations.

Note 12. Employee Benefit Plans
Equity Incentive Plans

The Company’s equity incentive plans include the&gquity Incentive Plan (the “2006 Planthe 2000 Nonstatutory Stock Option Plan
“2000 Plan”), the Amended and Restated 1996 Stdak @he “1996 Plan”)yarious equity incentive plans assumed through iaitmuns, an
the 2008 Employee Stock Purchase Plan (the "ESPRYer these plans, the Company has granted (beicase of acquired plans assur
stock options, restricted stock units ("RSUs")tnieted stock awards ("RSAs"), and performance eslaavards ("PSAs").

The 2006 Plan was adopted and approved by the Gorgpstockholders in May 2006. To date, the Compastpskholders have approve
share reserve of 149.5 milli@hares of common stock plus the addition of anyeshaubject to options under the 2000 Plan and 98é Pla
that were outstanding as of May 18, 2006, andsbbsequently expire unexercised, up to a maximuanaddditional 75.0 millioishares. A
of June 30, 2014 , the 2006 Plan, the 2000 Pladhtlaa 1996 Plan, in the aggregate, had 34.7 milliteres subject to currently outstant
equity awards. As of June 30, 2014 , the 2006 R&h41.9 millionshares available for future issuance and no stzaseavailable for futu
issuance under either the 2000 Plan or the 1996 Pla

The ESPP was adopted and approved by the Comsagiholders in May 2008. To date, the Compangsksinlders have approved a st
reserve of 19.0 milliorshares of the Company's common stock for issuandertthis plan. The ESPP permits eligible employteescquir
shares of the Company’s common stock at a #is#¢ount to the offering price (as determined i HEPP) through periodic payroll deduct
of up to 10% of base compensation, subject to iddal purchase limits of 6,000 shares in any twehaenth period or $25,0000rth of stock
determined at the fair market value of the shataheatime the stock purchase option is grantedynie calendar year. As of June 30, 2014
approximately 14.4 million shares have been issuneb4.6 million shares remain available for futisseiance under the ESPP.

In connection with certain past acquisitions, thempany assumed stock options, RSUs, RSAs and PSdes the assumed stock plans of
acquired companies and exchanged the assumed afwattie Company's stock options, RSUs, RSAs anfisPBspectively. No new sta
options, RSUs, RSAs and PSAs can be granted uhdse tplans. As of June 30, 201dtock options, RSUs, RSAs and PSAs represe
approximately 5.2 million shares of common stockeneutstanding under all awards assumed througBdimepany's acquisitions.
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Stock Option Activities

The following table summarizes the Company’s stopion activity and related information as of and the six months endelline 30, 201
(in millions, except for per share amounts and gear

Outstanding Options

Weighted Average
Weighted Average Remaining Aggregate
Exercise Price Contractual Term Intrinsic
Number of Shares per Share (In Years) Value
Balance as of December 31, 2013 231 $ 25.1¢
Canceled (0.5 30.3¢
Exercised (4.7) 20.2¢
Expired (3.1 28.87
Balance as of June 30, 2014 14.¢  $ 25.7¢ 20 $ 38.4
As of June 30, 2014:
Vested and expected-to-vest options 145 8 25.8¢ 20 $ 36.4
Exercisable options 135 $ 26.4¢ 1.7 $ 25.1

The aggregate intrinsic value represents the éiffee between the Compasyclosing stock price on the last trading day ef period, whic
was $24.54 per share as of June 30, 2014 , andxéreise price multiplied by the number of relatgddions. The préax intrinsic value ¢
options exercised, representing the difference éetathe fair market value of the Compangbmmon stock on the date of exercise an
exercise price of each option, was $4.8 million $28.6 million for the three and six months endaaeJ30, 2014 , respectively.
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Restricted Stock Unit, Restricted Stock Award, derformance Share Award Activitie

The following table summarizes the Company’s RSBARand PSA activity and related information asaofl for thesix months ende
June 30, 2014 (in millions, except per share anwant years):

Outstanding RSUs, RSAs, and PSAs
Weighted Average

Weighted Average Remaining Aggregate

Grant-Date Fair Contractual Term Intrinsic

Number of Shares Value per Share (In Years) Value
Balance as of December 31, 2013 254 $ 23.4¢
RSUs granteé® 8.2 23.0¢
RSUs assumed 0.4 22.6¢
RSAs assume@® 0.¢ 22.6¢
PSAs granted®® 0.8 25.5¢
PSAs assumed 0.2 22.6¢
RSUs vested (5.3 23.6¢
RSAs vested (0.7) 19.5¢
PSAs vested (1.0 38.1(
RSUs canceled (1.5 21.91
PSAs canceled 2.3 32.3¢

Balance as of June 30, 2014 25.1 22.0¢ 15 $ 615.¢

1)
@)
[©)

4)

Includes servic-based and mark-based RSUs granted under the 2006 Plan accorditgjteems
RSUs, RSAs, and PSAs assumed in connection withdbeisition of WANDL

The number of shares subject to PSAs granted rmiethe aggregate maximum number of shares thabm@ssued pursuant to the award over its
term. The aggregate number of shares subject s tR8As that would be issued if performance gaztlsrohined by the Compensation Committee
achieved at target is 0.4 millighares. Depending on achievement of such perforengoals, the range of shares that could be issueer these awar
is 0to 0.8 millionshares

On February 20, 2014, the Company announced #stion to initiate a quarterly cash dividend ofi¥per share of common stock in the third quart
2014. As a result of the Company's announcemeatgitant date fair value of RSUs and PSAs grantet Hfe announcement date were reduced &
present value of the dividends expected to be gaithe underlying shares of common stock during¢eisite and derived service period as theseds
are not entitled to receive dividends until vested.July 22, 2014, the Company announced a quaxash dividend of $0.10er share of common stc
payable on September 23, 2014 to stockholderscofdeas of the close of business on Septemberl2.

Employee Stock Purchase Ple

The ESPP is implemented in a series of offeringoplsy each currently simonths in duration, or such other period as detezthby the Boar
Employees purchased 1.5 million and 1.9 millionreeabf common stock through the ESPP at an averegyeise price of $18.67 ai$d.5.0¢
per share for the six months ended June 30, 2084June 30, 2013, respectively. No stock purchasdsr the ESPP were made during
three months ended June 30, 2014 and June 30, 2013.
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Valuation Assumptions

There were no stock purchases under the ESPP &ettzsed RSU grants during the three months ehaleel 30, 2014 and June 30, 2013.
The weighted-average assumptions used and thdingsestimates of fair value for ESPP and markeedaRSUs during the six months endec
June 30, 2014 and June 30, 2013 were as follows:

Six Months Ended June 30,

2014 2013

ESPPY:

Volatility 33% 36%

Risk-free interest rate 0.1% 0.1%

Expected life (years) 0.5 0.5

Dividend yield — —

Weighted-average fair value per share $6.37 $5.63
Market-based RSUS:

Volatility 36% —

Risk-free interest rate 1.6% —

Dividend yield 0% - 1.5% —

Weighted-average fair value per share $18.28 —

®  The Blacl-Schole-Merton optior-pricing model is utilized to estimate the fair valof ESPF

@ The fair value of markdbased RSUs utilizes a Monte Carlo valuation metlogdo The Company amortizes the fair value of thasards over tt
derived service period adjusted for estimated fanfes for each separately vesting tranche of thard. Provided that the derived service is rendette
total fair value of the markdiased RSUs at the date of grant is recognizedrapextsation expense even if the market conditiomischieved. Howeve

the number of shares that ultimatelv vest can samificantlv with the nerformance of the specifiadrket criteria

Share-Based Compensation Expense

Sharebased compensation expense associated with stdan®pRSUs, RSAs, PSAs, and ESPP was recordebeirfallowing cost an
expense categories in the Condensed Consolidateh@tnts of Operations (in millions):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Cost of revenues - Product $ 1.2 3 1.2 % 2€ % 2.1
Cost of revenues - Service 3.1 3.t 7.1 8.1
Research and development 31.€ 33.C 63.7 56.¢€
Sales and marketing 14.4 18.1 29.C 32.¢
General and administrative 8.¢ 5.7 17.7 12.C
Total $ 59.: % 61t % 120.1 % 111.¢

The following table summarizes share-based compiensaxpense by award type (in millions):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Stock options $ 37 % 77 % 8.8 % 17.2
RSUs, RSAs, and PSAs 51.¢ 49.: 103.7 86.:
ESPP 3.7 4.t 7.€ 7.S
Total $ 50.: % 61t % 120.1 % 111.4
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The following table presents unrecognized compémsatost, adjusted for estimated forfeitures, redingd over a weightedverage peric
related to unvested stock options, RSUs, RSAsP8#k as of June 30, 2014 (in millions, except years

Weighted Average

Unrecognized Period
Compensation Cost (In Years)
Stock options $ 20.¢ 1.6
RSUs, RSAs, and PSAs $ 368.: 2.1

Note 13. Segments

In connection with the 10P, the Company realigrtedbrganization into a Onduniper structure which includes consolidating @wenpany's |
&D and go-tomarket functions to reduce complexity, increaseitglaf responsibilities, and improve efficiencys/A result of these chancg
the consolidated business is considered to be epmtable segment and operating segment, consisitnhow the Compang’ CODM view:
the business, allocates resources, and assesspsrfbenance of the Company. Future organizati@hahges, if any, could impact how
CODM allocates resources and assesses performance.

The Company continues to sell its higerformance network products and service offermg®ss routing, switching, and security to sel
provider and enterprise markets.

The following table presents net revenues by prbdad service (in millions):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013

Routing $ 617.¢ $ 577t $ 1,167.¢ $ 1,091.:
Switching 199.¢ 160.z 391.¢ 291.7
Security 111.€ 126.1 245.¢ 262.7
Total product 929.2 863.¢ 1,805.: 1,645.¢
Total service 300.: 286.¢ 594 .« 564.:
Total $ 1,229 $ 1,150.7 $ 2,399.¢ $ 2,209.¢

The Company attributes revenues to geographic melggsed on the customer’s shiplocation. The following table presents net raxenb
geographic region (in millions):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Americas:
United States $ 660.7 $ 610.z $ 1,284.: $ 1,157.:
Other 50.3 64.¢ 108.1 110.C
Total Americas 711.C 675.1 1,392.! 1,267.
Europe, Middle East, and Africa 324.¢ 300.¢ 620.5 591.t
Asia Pacific 193.% 174, 386.¢ 351.2
Total $ 1,229 $ 1,150.7 $ 2,399.¢ % 2,209.¢

No customer accounted for 10% or more of the Coryipamet revenues during tithree and six months ended June 30, 2014Jané 3(
2013, respectively.
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The following table presents geographic informafimnproperty and equipment, net (in millions):

As of
June 30, December 31,
2014 2013
United States $ 805.2 $ 801.:
International 84.t 81.C
Property and equipment, net $ 889.¢ § 882.:

The Company tracks assets by physical location.majerity of the Compang assets, excluding cash and cash equivalentsiaestients, :
of June 30, 2014 and December 31, 2013, were @ttitie to U.S. operations.

Note 14. Income Taxes

The Company's effective tax rate for the three sirdnonths ended June 30, 2014 of 24.9% and 25.@%pectively, differs from the fede
statutory rate of 35%nd the effective tax rate for the same periodib3 primarily due to the benefit from the Secti®® deduction for U..
production activities, earnings in foreign jurisibns, which are subject to lower tax rates, amditpact of the discrete items noted below.
effective rate for the period does not reflectleeefit of the federal R&D credit, which expired Bacember 31, 2013.

The effective tax rate for the three and six momthded June 30, 2013 of 22.2% and 6,9%spectively, differs from the federal statutoaye
of 35% primarily due to the benefit from the Section 19dction for U.S. production activities, earningsfareign jurisdiction, which a
subject to lower tax rates, the impact of the redian of tax benefits related to a tax settlemaith the Internal Revenue Service (“IRSNc
the reinstatement of the U.S. federal researctdamdlopment (“R&D”) tax credit on January 2, 2013.

The effective tax rates for the three and six memthded June 30, 2054d June 30, 2013 include the tax expense (bemnéfit)e following
discrete items (in millions):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Tax on gain of equity investments, net of
valuation allowance release of $24.7 $ — 3 — 356 $ —
Benefit from restructuring costs $ (25.0) $ — ¢ (55.9 $ —
Tax on gain from legal settlement $ 447 $ — 3 447 % =
Section 199 deduction $ — 3 (20.9 $ — (20.3)
Tax settlement with Internal Revenue Service
("IRS") $ — 8 — 3 — % (27.9)
Reinstatement of the U.S. federal R&D tax
credit $ — % — 3 — 3 (15.2)

As of June 30, 2014 , the total amount of groseeognized tax benefits was $147.0 million , of vah&135.1 million, if recognized, woul
affect the Company's effective tax rate.

The Company engages in continuous discussions egakiations with tax authorities regarding tax mettin various jurisdictions. There i
greater than remote likelihood that the balancéhefgross unrecognized tax benefits will decreasagdproximately $2.5 milliorwithin the
next twelve months due to lapses of applicableisatof limitation and the completion of tax revieycles in various tax jurisdictions.

The Company is currently under examination by 8 for the 2007 through 2009 tax years. The Comjgmajso subject to separate ongt
examinations by the India tax authorities for tB@4tax year, 2004 through 2008 tax years, an@®& through 2010 tax years. The Comj
is not aware of any other examinations by tax aitike in any other major jurisdictions in whichfites income tax returns as dtine 3(
2014 .
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In 2008, the Company received a proposed adjustifnent the India tax authorities related to the 2@84 year. In 2009, the India 1
authorities commenced a separate investigatioruo2604 through 2008 tax returns and are disputisgCompany's determination of taxe
income due to the cost basis of certain fixed asSdte Company accrued $4.6 millionpenalties and interest in 2009 related to thidtem
The Company understands that in accordance wittadimeinistrative and judicial process in India, thempany may be required to m
payments that are substantially higher than theustnaccrued in order to ultimately settle this esstihe Company strongly believes that
assessment it may receive in excess of the amaentied would be inconsistent with applicable In@ia laws and intends to defend
position vigorously.

The Company is pursuing all available administeatiemedies relative to these matters. The Compaligvies that it has adequately provi
for any reasonably foreseeable outcomes relatéiies®e proposed adjustments and the ultimate rémolof these matters is unlikely to hay
material effect on its consolidated financial cdiwdi or results of operations; however there i &tpossibility that an adverse outcome of tl
matters could have a material effect on its codatdid financial condition and results of operations

Note 15. Net Income Per Share

The Company computed basic and diluted net incoeneipare as follows (in millions, except per starmunts):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 2014 2013
Numerator:
Net income $ 2211 % 97.¢ $ 3317 % 188.¢
Denominator:
Weighted-average shares used to compute
basic net income per share 470.3 503.( 478.1 503.¢
Dilutive effect of employee stock awards 6.2 2 9.2 6.€
Weighted-average shares used to compute
diluted net income per share 476. 506.: 487.: 510.¢
Net income per share:
Basic $ 047 $ 0.1¢ $ 0.6¢ $ 0.37
Diluted $ 0.4¢ $ 0.1¢ $ 0.6¢ $ 0.37
Anti-dilutive:
Potential anti-dilutive shares 28.C 39.4 26.¢ 24.:

Basic net income per share is computed using reenie available to common stockholders and the weigverage number of comm
shares outstanding for the period. Diluted net iinegper share is computed using net income avail@bleommon stockholders and
weightedaverage number of common shares outstanding pltentlly dilutive common shares outstanding durthg period. Dilutiv
potential common shares consist of common shasealide upon exercise of stock options, issuanc&seP, and vesting of RSUs, RSAs,
PSAs. The Company includes the common shares yimgrPSAs in the calculation of diluted net incomer share when they beca
contingently issuable and excludes such shares wiegnare not contingently issuable. Potentiallytdie common shares were excluded f
the computation of diluted net income per sharebse their effect would be anti-dilutive.
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Note 16. Commitments and Contingencies
Commitments
Operating Leases

The Company leases its facilities and certain egaift under non-cancelable operating leases thateexfpvarious dates througdovember 3(
2022. Certain leases require the Company to pay variabkts such as taxes, maintenance, and insuradcm@ude renewal options &
escalation clauses. Future minimum payments urftemobn-cancelable operating leases totaled $208l@mas of June 30, 2014 Ren
expense was $12.7 million and $25.7 million for theee and six months ended June 30, 2014 , régplgctand $13.6 million an&27.:
million for the three and six months ended June2BQ3 , respectively.

Purchase Commitments with Contract Manufactureis Sappliers

In order to reduce manufacturing lead times andurensadequate component supply, the Company entéwsagreements with contr.
manufacturers and certain suppliers to procurentorg based on the Company's requirements. A sogmf portion of the Company's purch
commitments arising from these agreements consfstesm and non-cancelable commitments. These msehcommitments totale®?90.t
million as of June 30, 2014 .

The Company establishes a liability in connectidtihypurchase commitments related to quantitiesxsess of its demand forecasts or obs:
materials charges for components purchased bydhiact manufacturers based on the Commadgmand forecast or customer orders. /
June 30, 2014 , the Company accrued $20.8 millased on its estimate of such charges.

Memory-related, Supplier Component Remediation Charge

As of June 30, 2014, the Company recorded apprdrign&13.7 millionin other current liabilities in the Condensed Cdidsted Balanc
Sheets for the expected remediation cost for eepgeiducts sold in prior fiscal years containingnmoey components manufactured by a si
supplier. The Company has been advised that deifeatertain of these components can cause prododisil under certain specific use
conditions. While this appears to be an industige issue, the Company has not experienced aeadgerin failure rates for its prodt
containing this component. Additional charges maydxorded in the future as the remediation effmtseed.

Long-Term Debt and Interest Payment on Long-Term Debt

As of June 30, 2014 , the Company held long-terbit densisting of senior notes with a carrying vatde$1,348.9 million. Of these Note
$300.0 million will mature in 2016 and bears intgrat a fixed rate of 3.10% , $300.0 million wilktare in 202Jand bears interest at a fi>
rate of 4.60% , $350.0 million will mature in 2024d bears interest at a fixed rate of 4.50% , &@DPH million will mature in 204and beai
interest at a fixed rate of 5.95% . Interest on Nuwes is payable semiannually. See Notelkihg-Term Debt and Financingfor furthe
discussion of the Company's long-term debt.

Other Contractual Obligations

As of June 30, 2014 , other contractual obligatiprimarily consisted of $66.3 million in indemnitglated and service related escrow:
required in connection with certain asset purchasebacquisitions completed between 2005 and 2€H@pus build-out obligations &3.C
million , and $24.4 million of agreements that diren, noncancelable and specify terms, including: fixed dnimum quantities to
purchased; fixed, minimum or variable price promis; and the approximate timing of payment.

Tax Liabilities
As of June 30, 2014 , the Company had $125.7 miliieluded in longerm income taxes payable in the Condensed CorsetidBalanc

Sheets for unrecognized tax positions. At this tithe Company is unable to make a reasonably teliestimate of the timing of payme
related to this amount due to uncertainties irtithéng of tax audit outcomes.
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Guarantees

The Company enters into agreements with custorhatscontain indemnification provisions relatingpmtential situations where claims ca
be alleged that the Company’s products infringeititellectual property rights of a thigghrty. The Company also has financial guarai
consisting of guarantees of product and servicéopaance, guarantees related to third-party custdimancing arrangements, custom
duty guarantees, and standby letters of creditéotain lease facilities. As of June 30, 2014 areddnber 31, 2013 , the Company I$28.-
million and $40.1 million, respectively, in financing arrangements, bankrani@es, and standby letters of credit relatechésd financi:
guarantees, of which $22.1 million in financing ardees was recorded in other accrued liabilitied ather longerm liabilities in th
Condensed Consolidated Balance Sheets as of Jurg®B8 . See Note 1Q.0ng-Term Debt and Financingfor further discussion of tl
Company's third-party customer financing arrangeamtrat contain guarantee provisions.

Legal Proceeding:

The Company is involved in disputes, litigationgdanther legal actions, including, but not limiteq the matters described below. The Com|
is aggressively defending its current litigationttees. There are many uncertainties associated avithlitigation and these actions or o
third-party claims against the Company may cause the @oyn incur costly litigation and/or substantiattement charges. In addition,
resolution of any intellectual property litigatiomay require the Company to make royalty paymeniséchvcould adversely affect gross mart
in future periods. If any of those events were ¢oun, the Company's business, financial conditteaults of operations, and cash flows ¢
be adversely affected. The actual liability in auch matters may be materially different from th@mpany's estimates, if any, which cc
result in the need to adjust the liability and melcadditional expenses. Unless otherwise notediheadaring the period presented, we have
recorded any accrual for loss contingencies aswatiwith such legal proceedings; determined thatiafiavorable outcome is probable
reasonably possible; or determined that the amaureinge of any possible loss is reasonably estanab

Investigations
The U.S. Securities and Exchange Commission antl t8e Department of Justice are conducting invasitgs into possible violations by

Company of the U.S. Foreign Corrupt Practices Abke Company is cooperating with these agenciegdagathese matters. The Compan
unable to predict the duration, scope or outcontbede investigations.
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Juniper Networks, Inc.

Notes to Condensed Consolidated Financial StatemenfContinued)
(Unaudited)

Note 17. Subsequent Events
Sale of Junos® Pulse Net Assets

On July 22, 2014, the Company announced that itenéered into a definitive agreement to sell theod@ Pulse product portfolio to an affilic
of Siris Capital, a private equity firm, for appimately $250.0 million , of which $125.0 million ttie consideration will be in cash ati25.(
million will be in the form of an 18-month narentingent seller promissory note. The sale is etgueto close within the third quarter of 2C
following the satisfaction of regulatory requirenteand other customary closing conditions. The Gamgls sale of Pulse is consistent with
Company's overall strategy and further aligns thenany's security products to where its customedsthe market is heading with Hid®-
networks and building the next-generation of cloddee net assets associated with this sale codsi$tine following (in millions):

As of
June 30, 2014
Goodwill $ 160.¢
Deferred revenue (45.6)
Intangible assets 6.C
Other, net 3.€
Total net assets $ 124

Declaration of Dividenc

On July 22, 2014, the Company announced that ildvpay a quarterly cash dividend of $04€r share of common stock on Septembe
2014 to stockholders of record as of the closeusfriess on September 2, 2014.

Stock Repurchase Activitie

On July 23, 2014, the ASR was completed and thegaomreceived an additional 16.0 millishares from the financial institutions for a t
of 49.3 million shares of the Company's common stock, which rebifiea volume weighted average repurchase priss, & agreed up
discount, of $24.35 per share. The 16.0 milliorrebaeceived will be retired in the third quarté2014.

Subsequent to the completion of the ASR, throughfitng of this Report, the Company repurchased 1gillion shares of its common sto
for $300.0 million at an average purchase pric$28.38 per share, under the 2014 Stock Repurchaggaf. Repurchases 6.7 millior
shares were settled prior to the filing of this Bepand the remaining shares will be settled atter filing date. Under the 2014 St
Repurchase Program, the Company has $500.0 mélivimorized funds remaining as of the filing daterdRases under the Company's s
repurchase program are subject to review of trrigistances in place at the time and will be madl® fime to time as permitted by securi
laws and other legal requirements. This program beagtiscontinued at any time.
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Item 2. Management's Discussion and Analysis of Financiab@dition and Results of Operations

This Quarterly Report on Form 10-Q (“Report”), inading “Managemens Discussion and Analysis of Financial ConditiorddResults «
Operations,” contains forward-looking statementgaeding future events and the future results ofidanNetworks, Inc. (“we,” “us,” or the
“Company”) that are based on our current expectations, eseésidbrecasts, and projections about our businegsresults of operations, t
industry in which we operate and the beliefs argliagptions of our management. Words such as “expéattticipates,” “targets,” “goals,”
“projects,” “would,” “could,” “intends,” “plans, believes,” “seeks,” “estimates,'variations of such words, and similar expressions
intended to identify such forward-looking statersefbrwardiooking statements by their nature address mattesare, to different degret
uncertain, and these forwarldoking statements are only predictions and argettio risks, uncertainties, and assumptions #ratdifficult tc
predict. Therefore, actual results may differ mety and adversely from those expressed in anwdod-looking statements. Factors tl
might cause or contribute to such differences idejubut are not limited to, those discussed in Béport under the section entitledRisk
Factore” in Item 1A of Part Il and elsewhere, and in otheparts we file with the U.S. Securities and Exclea@gpmmission ("SEC
specifically our most recent Annual Report on FA@RK. While forwardeoking statements are based on reasonable expeusadf ou
management at the time that they are made, youdimat rely on them. We undertake no obligatiometeise or update publicly any forward-
looking statements for any reason, except as reduiy applicable law.

”ou

” o ”ow " ow ” o

The following discussion is based upon our unaddZendensed Consolidated Financial Statementsdadlin Part 1, Item I, of this Rept
which have been prepared in accordance with U.Bergdly accepted accounting principles (“U.S. GAARK the course of operating ¢
business, we routinely make decisions as to thimgirof the payment of invoices, the collection efeivables, the manufacturing and shipr
of products, the fulfillment of orders, the purchas supplies, and the building of inventory andrspparts, among other matters. Each of -
decisions has some impact on the financial redaltsany given period. In making these decisions, asesider various factors, includ
contractual obligations, customer satisfaction, petition, internal and external financial targetsd a&expectations, and financial planr
objectives.

To aid in understanding our operating results lier periods covered by this Report, we have provateéxecutive overview and summar
our business and market environment along withnanftial results overview. These sections shouldelae in conjunction with the mc
detailed discussion and analysis of our condensedatidated financial condition and results of @piens in this Item 2, our “Risk Factors”
section included in Item 1A of Part I, and our udied Condensed Consolidated Financial Statensmts\Notes included in Item 1 of Part
this Report, as well as our audited Consolidateduiéial Statements and Notes included in Item Baof 1l of our Annual Report on Form 10-
K for the fiscal year ended December 31, 2013 .

Business and Market Environmer

At Juniper Networks, we design, develop, and s@ltipcts and services for higierformance networks, which combine scale and pedact
with agility and efficiency, so customers can bulé best networks for their businesses. Our rguswitching, and security products add
high-performance networking requirements, whichlude HighiQ networking and cloud environments for global véer providers
enterprises, governments, and research and puwdgtorsorganizations that view the network as aitio their success. Our silicon, syste
and software represent innovations that transfoh@ économics and experience of networking, helpingtomers achieve supe
performance, greater choice, and flexibility, whidgelucing overall total cost of ownership.

We do business in three geographic regions: Am&rigarope, Middle East and Africa (“EMEA”); and AsPacific (“APAC”). We sell high-
performance network products and service offeraxgess routing, switching, and security to serpicevider and enterprise markets.

Integrated Operating Pla

In the first quarter of 2014, we announced an iragl operating plan ("IOP") to refocus our strgfegptimize our structure, and imprc
operational efficiencies. In connection with thePlQve realigned our organization into a Qlueper structure, which included consolida
our R&D and go-tanarket functions to reduce complexity, increaseitglaf responsibilities, and improve efficiencys/Aa result of the:
changes, our consolidated business is considereel tme reportable segment. Future organizatidralges, if any, could impact how the ¢
operating decision maker ("CODM") allocates researand assesses performance.

During the first quarter of 2014, we also initiatid 2014 Restructuring Plan. Our 2014 RestruajuRfan consists of workforce reductic
facility consolidations or closures, asset wdtewns, contract terminations and other chargeshi¢tw$193.6 million was recorded in the
months ended June 30, 2014 consisting of $115.Bomibf asset write-downs, $37.6 million of fagjliconsolidation and closure$37.¢
million of severance costs, and $2.3 million of taat terminations. In connection with our
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2014 Restructuring Plan, we expect to record aggecfuture charges of approximately $5.0 million$t0.0 millionrelated to severant
consolidation and closure of facilities, and coctreerminations and other charges. We are actimelyotiating with the lessor of cert
properties that we have exited to terminate owsdesrrangement under favorable terms or to subtbaskcilities. If actual events differ frc
our current assumptions, we will record the reldiedefit or expense in the period incurred.

Through the implementation of the IOP, we expe&xib the first quarter of 2015 with annualized @i|g expense savings of at least $160.0
million, compared to our fourth quarter of 2013.

On July 22, 2014, we announced that we had enteted definitive agreement to sell the Jufiéailse product portfolio to an affiliate of S
Capital, a private equity firm, for approximatel23P.0 million, of which $125.0 million will be payable in cashda$125.0 million will be i
the form of an 18-month noentingent seller promissory note. The sale is etqukto close within the third quarter of 2014 Jdwling the
satisfaction of regulatory requirements and othestamary closing conditions. Our sale of Pulsedmsistent with our overall strategy ¢
further aligns our security products to where austomers and the market are heading with High-ItYvarks and building the nexgeneratio
of clouds. The net assets, primarily goodwill, defd revenue, intangible assets, and other, neiceatsd with this sale approximate t
carrying value of $124.7 million as of June 30, £20The Juno€ Pulse product portfolio contributed approximateB3% million in ne
revenues for the six months ended June 30, 2014.

In addition to our cost reduction activities, weraduced a capital allocation program to returnitehqgo our stockholders through sh
repurchases and dividends. In the first quarte2Gif4, we announced our intention to return $3.0ohilto stockholders over the next th
years in the form of share repurchases and quartesh dividends. We made progress in returningtalajp our stockholders through -
initiation of a $1.2 billion accelerated share nefhase program ("ASR") of which $900.0 milliohshares were initially delivered to us dul
the first quarter of 2014 and the remainder welweied on July 24, 2014. We also issued $350.0anikggregate principal amount 4550%
senior notes due 2024 ("2024 Notes"), allowingaugartially fund the ASR.

On July 22, 2014, we announced that we would payaaterly cash dividend of $0.1@r share of our common stock on September 23, &
stockholders of record as of the close of businesSeptember 2, 2014.

Quarterly Results

During the second quarter of 2014 , we saw straay-pver-year revenue growth. Our net revenuesramd to be welliversified across o
target verticals, and we saw revenue growth, paety with customers who are in a build cycle Kigh-IQ networks and Cloud ecosyste
The combination of the strong revenue growth aedctist and efficiency initiatives noted above haagilted in strong earnings expansion
strong operating cash flows for the six months entl;ne 30, 2014.

Compared to the second quarter in 2013, our revgrueth was driven by increased sales of our edgéng and switching products, and
continued to see growth in our SRX security progluéfe continue to remain committed to our secyitgducts as our customers build High
IQ networks and cloud environments. Further, waelvel that we are experiencing an improving but stilcertain global macroeconor
environment in which our customers exercise cateamservatism in their investment prioritizatiamdgproject deployments. We expect
our customers will remain careful in their capisgending. We believe our product gross margins waay in the future due to competit
pricing pressures, which may be offset by additiazerational improvements and cost efficienciesshsas continuing optimization of 1
supply chain. Nevertheless, we are focused on éxecour strategy on higherformance networking. We believe our product fobd
continues to be strong, and we remain focused movition and executing to our I0OP.
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Financial Results and Key Performance Metrics Oviw

The following table provides an overview of our k@gancial metrics (in millions, except per shammcants, percentages, days s
outstanding ("DSO"), and book-to-bill):

Three Months Ended June 30,

Six Months Ended June 30,

2014 2013 $ Change % Change 2014 2013 $ Change % Change
Net revenues 1,229.* $ 1,150.° $ 78.& 7% $ 2,399.¢ $ 2,209.¢ $ 189.7 9%
Gross Margin 748.% $ 720.t $ 27.7 4% $ 1,468. $ 1,391.: $ 77.C 6 %
Percentage of net
revenues 60.9% 62.6% 61.2% 63.0%
Operating income 115.¢ $ 138.t $ (22.¢ 16)% $ 109.7 $ 225t $ (115.¢) 51)%
Percentage of net
revenues 9.4% 12.0% 4.6% 10.2%
Net income 221.1 $ 97.¢ $ 123. 12€% $ 3317 $ 188.¢ $ 142¢ 7€ %
Percentage of net
revenues 18.0% 8.5% 13.8% 8.5%
Net income per share:
Basic 0.47 $ 0.1¢ $ 0.2¢ 147% $ 0.6¢ $ 0.37 $ 0.32 8€ %
Diluted 0.4¢€ $ 0.1¢ $ 0.27 142% $ 0.6¢ $ 0.37 $ 0.31 84 %
S;%fibizgp”mhase plan — $ 105%F $ (1055 (100% $  900.C $  235¢ $ 664 282 %
Operating cash flows $ 551.C % 275.k $ 275.t 10C %
DSO 41 40 1 3%
Book-to-bill 1 >1
December 31,
June 30, 2014 2013 $ Change % Change
Deferred revenue $ 1,173 $ 1,069 $ 104.( 1C%

* Net RevenueDuring the three and six months ended June 30, 26dvhpared to the same periods in 2013, we expeatestrong ni

revenue growth across our three geographical regibmericas, EMEA, and APAC. The year-owsar increase in our net reven
during the three and six months ended June 30, 204 primarily due to an increase in sales fromexlge routing and switchi
products, partially offset by a decline in our covating and security products .

Gross Margin:Our gross margin as a percentage of net revenugea$sed during the three and six months ended 3yn2014,
compared to the same periods in 2013, as a refshigloer inventory charges driven by product radilimations in connection with o
2014 Restructuring Plan and charges related tmdmstry-wide memory product quality defect for anpmnent from a thirgbarty
supplier. Higher support-related costs also drawgrdgross margin as a percentage of net revenues.

Operating IncomeOur operating income as a percentage of net regedeereased during the three and six months eddes 3(
2014, compared to the same periods in 2013, primaitilg tb restructuring and other charges of $85.4ioniland $207.3 millio
respectively, related to severance, facility coiastion and closures, asset writffs, and contract terminations in connection vath
2014 Restructuring Plan, as well as a memory rédatgplier component remediation charge.

Stock Repurchase Plan Activifursuant to the $1.2 billion ASR program, we reediand retired 33.3 millioshares of our comm:
stock during the three months ended March 31, 201a cost of $900.0 million No repurchases of our common stock were 1
during the three months ended June 30, 2014. Gn2R)I2014, the ASR was completed, and we recedweddditional 16.0 millic
shares from the financial institutions for a ta&#9.3 million shares, which
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resulted in a volume weighted average repurchase,dess an agreed upon discount of $24.35 peesfide 16.0 millionshare
received will be retired in the third quarter ofl20

e Operating Cash FlowsOperating cash flows increased during the six noetided June 30, 2014ompared to the same periot
2013, primarily due to higher net income which ungd the gain on patent litigation settlement, éigtash collections due to
timing of receipts from customers, and lower prepagts to our supply chain and others, partiallysetffoy higher payments -
incentive compensation and payments related t@stiucturing plans.

e DSO: DSO is calculated as the ratio of ending accoueteivable, net of allowances, divided by averagéy deet sales for tF
preceding 90 days. DSO for the second quarter t#l 20as relatively flat, with an increase by 1 day,3% compared to the sai
period in 2013 .

« Bookto-hill: Book-tobill represents the ratio of product orders book@édded by product revenues during the respectiggop
Book-to-bill was approximately one for the threentits ended June 30, 2014 and greater than onbedhtee months endddne 3(
2013.

» Deferred Revenu¢Total deferred revenue increased by $104.0 mili@f1,173.3 million as of June 30, 2014 , compaoe$il,069..
million as of December 31, 2013, primarily dueatoincrease in deferred service revenue driveméyekecution of several muiteal
support agreements and annual agreement renewals.

Critical Accounting Policies and Estimates

The preparation of financial statements and reldisdosures in conformity with U.S. GAAP requigsto make judgments, assumptions,
estimates that affect the amounts reported in ¢tinelensed consolidated financial statements anddbempanying notes. On an ongoing b
we evaluate our estimates and assumptions. Théseatss and assumptions are based on current fastsyical experience, and various o
factors that we believe are reasonable under tharostances to determine reported amounts of adisisities, revenue and expenses tha
not readily apparent from other sources.

An accounting policy is considered to be critidathie nature of the estimates or assumptions iemahtdue to the levels of subjectivity ¢
judgment necessary to account for highly uncentadtters or the susceptibility of such matters tangfe, and the effect of the estimates
assumptions on financial condition or operatingfguenance is material. The accounting policies whekie to reflect our more significe
estimates, judgments, and assumptions and areanitisdl to understanding and evaluating our regbitnancial results are as follows:

*  Goodwill;

* Inventory Valuation and Contract Manufacturer Llgigis;
* Revenue Recognitio

* Income Taxes; ar

» Loss Contingencie

During the six months ended June 30, 2014 , themewo significant changes to our critical accounfidjcies and estimates as compare
the critical accounting policies and estimates Idsed in Management's Discussion andh@ysis of Financial Condition and Results
Operations contained in Part Il, Iltem 7 of our AahReport on Form 10-K for the year ended Decer3tie£013.

Recent Accounting Pronouncemen

See Note 2Summary of Significant Accounting Policiea the Notes to Condensed Consolidated Fina&tatbments in Item 1 of Part | of t

Report, for a full description of recent accountprgnouncements, including the actual and expetatels of adoption and estimated effect
our consolidated results of operations and findr@adition, which is incorporated herein by refere.
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Results of Operations

The following table presents product and servideeeenues (in millions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
Routing $ 617.¢ $ 577t $ 40.5 7% $ 1,167.¢ $ 1,091.: $ 76.4 7%
Switching 199.¢ 160.z 39.€ 25% 391.¢ 291.% 100.1 34%
Security 111.¢ 126.1 (14.5) (11)% 245.¢ 262.% (16.9) (6)%
Total Product 929.2 863.¢ 65.4 8% 1,805.: 1,645.¢ 159.¢ 1C%
Percentage of net revenue 75.6% 75.1% 75.2% 74.5%
Total Service 300.: 286.¢ 13.4 5% 594.¢ 564.: 30.1 5%
Percentage of net revenues 24.4% 24.9% 24.8% 25.5%
Total net revenues $ 1,229:! $ 1,150. $ 78.¢ 7% $ 2,399.¢ $ 2,209.¢ $ 189.7% 9%

Three Months Ended June 30, 2014 Compared witfitihee Months Ended June 30, 2013

Routing

Routing product net revenues increased duringthtfeetmonths ended June 30, 2014 , compared t@the period in 2013due to higher n
revenues from edge routing products, primarily elnivoy higher sales of our MX products. This incesgsedge routing product net rever
was partially offset by a decrease in sales of oouéing and older edge routing products.

Switching

Switching product net revenues increased duringtteee months ended June 30, 2014 , compared &athe period in 2013primarily due t
new product introductions for EX and QFabric, a$l we strong demand for switching products by smryiroviders and, to a lesser extent
enterprise market.

Security

Security product net revenues decreased durinthtee months ended June 30, 2014 , compared &athe period in 2013as demand for o
non-Juno$ased security products declined. This decline peaiially offset by an increase in net revenue fraum SRX platform and secur
software.

Service

The increase in service net revenues during treethmonths ended June 30, 2014 , compared to the garnod in 2013 was primarily drive
by new service contracts and strong contract relsefinam our installed base across routing and $wity:

Six Months Ended June 30, 2014 Compared with th&8nths Ended June 30, 2013

Routing
Routing product net revenues increased during ithenenths ended June 30, 20,ldompared to the same period in 2013, due to higl

revenues from edge routing products, primarily elinby higher sales of our MX products. The incraasedge routing product net reven
was partially offset by a decrease in sales of oouéing and older edge routing products.

Switching
Switching product net revenues increased duringstkenonths ended June 30, 201l¢ompared to the same period in 2013, primarilg t

new product introductions for EX and QFabric, adl ae strong demand for switching products by sergroviders and, to a lesser extent
enterprise market.

39




Table of Contents

Security

Security product net revenues decreased duringithmonths ended June 30, 201dompared to the same period in 2013, as demanalf
non-Junodased security products declined. This decline peaially offset by an increase in net revenuemifaur SRX platform and secur
software.

Service

The increase in service net revenues during thensiths ended June 30, 201¢dompared to the same period in 2013, was prigndrizen by
new service contracts and strong contract renewals.

Net Revenues by Geographic Regi

The following table presents net revenues by ggadcaregion (in millions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
Americas:
United States $ 660.] $ 610.: $ 50.t 8% $ 1,284. $ 1,157.. $ 127.: 11%
Other 50.2 64.¢ (14.¢) (22)% 108.1 110.C (1.9 (2%
Total Americas 711.C 675.1 35.€ 5% 1,392.% 1,267.: 125.2 1C%
Percentage of net revenues 57.8% 58.7% 58.0% 57.3%
EMEA 324.¢ 300.¢ 23.€ 8% 620.5 591.t 29.C 5%
Percentage of net revenues 26.4% 26.1% 25.9% 26.8%
APAC 193.% 174.5 19.C 11% 386.¢ 351.2 35.4 1C %
Percentage of net revenues 15.8% 15.2% 16.1% 15.9%
Total net revenues $ 1,229 $ 1,150. $ 78.¢ 7% $ 2,399. $ 2,209.¢ $ 189.% 9 %

Three Months Ended June 30, 2014 Compared witfitihee Months Ended June 30, 2013

Americas

Net revenues in the Americas increased duringhheetmonths endeJune 30, 2014 , compared to the same period in 2pfigharily due t
strong demand from service providers, specificatiptent providers. This increase in service pravitet revenues was partially offset
decline in net revenues from the enterprise markemarily attributable to the recognition of a dar U.S. federal government cont
recognized in the second quarter of 2013. Althotaghl net revenues from the enterprise market@sei in the three months ended June
2014, than the comparable period in 2013, duedaehognition of the U.S. federal government catinae have experienced improvemer
federal demand.

EMEA

Net revenues in EMEA increased during the threeth'oandedune 30, 2014 , compared to the same period in 2pd®arily due to strong
demand from large carriers in Central and Eastemojie and the Middle East. The increase was pgrtoéflset by a decrease in net rever
from the enterprise market, due to the timing ofaia large public sector orders.

APAC

Net revenues in APAC increased during the threethsoendeJune 30, 2014 , compared to the same period in 2fdifharily due to growt

in demand from regional carriers. In APAC, the emise market increased, primarily due to the tigniri certain public sector orders.
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Six Months Ended June 30, 2014 Compared with th&8nths Ended June 30, 2013
Americas

The increase in net revenues in the Americas duhagix months ended June 30, 2Q0témpared to the same period in 2013, was prig
due to an increase in sales from both the servineiger and enterprise market. The increase irexatnues in the service provider market
primarily due to strong demand from content andlegivoviders, partially offset by a decrease in dethwith carriers. The increase
revenues in the Americas enterprise market dutiegsix months ended June 30, 2014, was primarig/ tduimprovement in broadase:
market demand, partially offset by a decline ineraves from Federal customers due to a large UdBrdegovernment contract recognize
2013.

EMEA
Net revenues in EMEA increased during the six memthdecJune 30, 2014 compared to the same period in 2013, primarily thustronge
demand from larger carriers in Central and Eadfemope and the Middle East, partially offset byeareéase in net revenues from the enter
market.

APAC

Net revenues in APAC increased during the six moetidecJune 30, 2014 compared to the same period in 2013, primarily thugrowth ii
demand from regional carriers. In APAC, the entegmarket increased primarily due to the timing@rftain public sector orders.

Net Revenues by Market and Custorn

The following table presents net revenues by mgikenillions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
Service provider $ 831.¢ $ 726.C $ 105.¢ 15% $ 1,614 $ 1,438.¢ $ 175.¢ 12%
Percentage of net revenues 67.7% 63.1% 67.3% 65.1%
Enterprise 397.% 4245 (27.0 (6)% 785.1 771.C 14.1 2%
Percentage of net revenues 32.3% 36.9% 32.7% 34.9%
Total net revenues $ 1,229:! $ 1,150. $ 78.€ 7% $ 2,399.¢ $ 2,209.¢ $ 189.% 9%

We sell our highperformance network products and service offeriag®ss routing, switching, and security to two @iynmarkets: servic
provider and enterprise. Determination of which keara particular revenue transaction relates tbaised primarily upon the custom
industrial classification code, but may also inéuslbjective factors such as the intended useeptbduct. The service provider mai
generally includes wireline and wireless carriarsj cable operators, as well as major Internetecwrand application providers, including th
that provide social networking and search engimeices. The enterprise market is generally comgrisiebusinesses; federal, state, and
governments; research and education institutiamé fiaancial services.

Three Months Ended June 30, 2014 Compared witfitihee Months Ended June 30, 2013

Service provider

Net revenues from sales to the service provideketancreased during the three months erJune 30, 2014 compared to the same perior
2013, due to growth across all three geographiks.ificrease in service provider net revenues irAthericas was driven by an increas
sales to content providers. The increase in sepriceider net revenues in EMEA was attributablgrowth with large carriers, while in AP/
it was attributable to growth with smaller regiocatriers. In addition, service provider demandréarting and switching products continue
be strong during the three months ended June 3@, 20mpared to the same period in 2013.
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Enterprise
Net revenues from the enterprise market decreaséuagdthe three months ended June 30, 2014, comparthe same period in 2013, prima

due to the decline in Americas Federal revenue @&Esualt of a large U.S. Federal contract recognined013. APAC enterprise grew wt
EMEA's enterprise declined, due in both casesedithing of large public sector orders.

Six Months Ended June 30, 2014 Compared with th&8nths Ended June 30, 2013

Service Provider

Net revenues from the service provider market imeee during the six months ended June 30, 2014pa@u to the same period in 2013, \
growth in all three geographies. The increase mice provider net revenues in the Americas wasedriby growth with content and ca
providers. The increase in service provider neemees in EMEA was attributable to growth with larggriers, while in APAC it we
attributable to growth with smaller regional carsieln addition, service provider demand for rogtamd switching products continued tc
strong.

Enterprise

Net revenues from the enterprise market increasedglthe six months ended June 30, 2014, compar#éte same period in 2013, prima
due to broadased growth in the Americas, including strong Falddemand for routing products in defense appbicat Public sector n
revenues grew in APAC as well, but declined in EMEA

Customer

No customer accounted for 10% or more of our neemaes during thd¢hree and six months ended June 30, 2014 and yn2033,
respectively.

Gross Margins

The following table presents gross margins (iniotik, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
Product gross margin $ 569.¢ $ 542f % 27 5% $ 1,119.. $ 1,046. $ 73.2 7%
Percentage of product revenues  61.3% 62.8% 62.0% 63.6%
Service gross margin 178.: 178.( 0.2 —% 349.( 345.2 3.8 1%
Percentage of service revenues 59.4% 62.0% 58.7% 61.2%
Total gross margin $ 7482 $ 7208 % 27.7 4% $ 1,468.1 $ 1,391 $ 77.C 6%
Percentage of net revenues 60.9% 62.6% 61.2% 63.0%

Our gross margins have been and will continue taffeeted by a variety of factors, including thexrand average selling prices of our prod
and services, new product introductions and enhlaants, manufacturing costs, expenses for inverdbsplescence and warranty obligati
cost of support and service personnel, and theofnilstribution channels through which our produats sold.

Three Months Ended June 30, 2014 Compared witfitihee Months Ended June 30, 2013

Product gross margin increased in total dollar$,dacreased as a percentage of product net reveionieg the three months endédne 3(
2014 , compared to the same period in 20p8marily due to an increase in net revenues Wwiwas partially offset by an increase in cos
revenues. The increase in cost of sales was phrdare to inventory charges of $13.8 millidniven by product rationalizations in connec
with our 2014 Restructuring Plan and $13.7 milliorconnection with an industiyide memory product quality defect in a componeoirf
third-party supplier. Excluding the costs of the restitioy and component defect, the product gross maagia percentage of net rever
improved slightly, primarily due to the impact ofcaver margin U.S. government contract recognizetthé second quarter of 2013.
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Service gross margin as a percentage of serviceemehues decreased while gross margin remainedhfi@solute dollars during the th
months ended June 30, 2014 , compared to the sarwg in 2013 primarily due to an increase in labor and logistielivery costs to supp
new contracts and product introductions.

Six Months Ended June 30, 2014 Compared with th&8nths Ended June 30, 2013

Product gross margin increased in total dollars dedreased as a percentage of net revenues dhengix months ended June 30, 2!
compared to the same period in 2013, primarily tdugn increase in net revenues which was partidfet by an increase in cost of reven
The increase in cost of revenues was primarilytduieventory charges of $22.2 million for produationalizations in connection with our 2(
Restructuring Plan and $13.7 million in connectigith an industry-wide memory product quality defatta component from a thindarty
supplier. Excluding the costs of the restructuramgl component defect, the product gross margin per@ntage of net revenues imprc
slightly, primarily due to the impact of a lower rga U.S. government contract recognized in th@sdauarter of 2013, as well as favorab
in product mix.

Service gross margin as a percentage of serviceemehues decreased, while gross margin in totdrdoincreased during the six mor
ended June 30, 2014, compared to the same peri@@1id, primarily due to an increase in labor amgisiics delivery costs to support
contracts and product introductions, offset in &ltsodollars by increased services net revenues.

Operating Expenses

The following table presents operating expensem(ilions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,

2014 2013 $ Change % Change 2014 2013 $ Change % Change

Research and development $ 2555 $§ 257.7  $ (2.9 D% $ 5195 $ 519.¢ $ (0.9 — %
Percentage of net revenues 20.8% 22.4% 21.7% 23.5%
Sales and marketing 258.( 267.1 (9.7 (3)% 531.¢ 523.2 8.2 2%
Percentage of net revenues 21.0% 23.2% 22.1% 23.7%
General and administrative 60.€ 49.2 114 23% 135.t 107.7 27.¢ 26 %
Percentage of net revenues 4.9% 4.3% 5.6% 4.9%
Restructuring and other

charges 58.2 8.C 50.2 62¢& % 172.2 15.C 157.2 1,04¢ %
Percentage of net revenues 4.7% 0.7% 7.2% 0.7%

Total operating expenses $ 632.2 $ 582.( § 50.% 9% $ 1,358.¢ $ 1,165. $ 192.¢ 17 %

Percentage of net revenues 51.4% 50.6% 56.6% 52.8%

Our operating expenses have historically been drimdarge part by personnegfated costs, including wages, commissions, banusnefits
sharebased compensation, and travel, particularly watspect to research and development and sales atk@tng activities. Facilities al
information technology (“IT") costs are allocateddach department based on usage and headcount.

Three Months Ended June 30, 2014 Compared witfitihee Months Ended June 30, 2013

Research and Developme

Research and development expense decreased sliginthg the three months ended June 30, 2014 , amdpto the same period in 2013
primarily due to a decrease in personnel-relatgeeses as a result of headcount reductions.

Sales and Marketing
Sales and marketing expense decreased during réee itonths ended June 30, 20Xbmpared to the same period in 2013, primarily tt

lower salaries resulting from headcount reductiamg cost management of discretionary expensescydarty travel, partially offset by high
commission expense, resulting from an increaseimevenues.
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General and Administrative

General and administrative expense increased dthinthree months ended June 30, 2014, compartbe tame period in 2013, primarily (
to higher litigation and investigation costs inadtrof approximately $12.0 million, as compared ppraximately $6.0 million, in connecti
with possible violations of the U.S. Foreign Cottrigactices Act and, to a lesser extent, othegdiibn matters. However, litigation cost:
connection with our patent litigation case withdAlto Networks declined sequentially and comparethe same period in 2013.

Restructuring and Other Charg

Restructuring and other charges increased durmghttee months ended June 30, 2014 , comparee &athe period in 2013primarily due t
expenses recorded in connection with our 2014 Retstting Plan. In the second quarter of 2014, veerrired $57.9 milliorof restructuring ar
other charges related to our 2014 Restructuring,Riwhich $37.6 million was recorded for faciligpnsolidation and closures, $8.9 millioh
asset write-downs, $9.9 million for severance casts$1.5 million for contract terminations.

Six Months Ended June 30, 2014 Compared with th&8nths Ended June 30, 2013
Research and Developme

Research and development expense decreased stighihg the six months ended June 30, 2014, cordgaréhe same period in 2013, du
lower personnetelated expenses and lower depreciation expensieutdble to the extended useful lives of computerd equipment adopt
in 2013, partially offset by higher share-based pensation expense and engineering program costs.

Sales and Marketing

Sales and marketing expense increased duringxhmaaiths ended June 30, 2014, compared to the gariwal in 2013, primarily due to higt
personnelkelated expenses driven primarily by an increaseoinmission expense, resulting from improved satdgevement, partially offs
by a decrease in base compensation due to lowdcbeat. Travel and other discretionary expensesddsreased.

General and Administrative

General and administrative expense increased by8$8ilion during the six months ended June 30,42Gbmpared to the same perior
2013, primarily due to higher litigation and invigstion related costs incurred of approximately .$3illion, as compared to approximal
$12.0 million, in connection with possible violat® of the U.S. Foreign Corrupt Practices Act andg tesser extent, our patent litigation «
with Palo Alto Networks, Inc., as well as otheigiiition matters.

Restructuring and Other Charg

Restructuring and other charges increased duriagithmonths ended June 30, 2014 , compared tsatime period in 2013primarily due t
expenses recorded in connection with our 2014 Retsting Plan. During the six months ended June28@4, we incurred $171.4 millioof
restructuring and other charges related to our ZRédtructuring Plan, of which $37.6 milliomas recorded for facility consolidation ¢
closures, $84.7 million was recorded for asset impent charges related to licensed software, $8ill&n for severance costs, $8.9 milliof
asset write-downs, and $2.3 million for contractri@ations.

We expect to record aggregate future charges ofoappately $5.0 million to $10.0 milliomelated to severance, facility consolidation

closures, contract terminations and other chaiges.Note 9Restructuring and Other Charged Notes to Condensed Consolidated Fina
Statements in Item 1 Part | of this Report, fotlfer discussion of our restructuring activities.
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New Enterprise Resource Planning Sys

During the second quarter of 2014, we implemernteditst phase of our mulfihase conversion to a new enterprise resourceipGtERP"
system. In the first phase we upgraded our systditized in purchasing and payments for goods asises which included electrol
interfaces with our vendors and banks. The cost®rdhan capital expenditures, associated with first phase of implementation have k
recorded in operating expenses in the Condensedoidated Financial Statements in Item 1 Partthaf Report. Subsequent to June 30, 2
we implemented the manufacturing, fulfillment, angentory portion of our ERP conversion project.tihis second phase, we upgraded
systems for placing orders, receiving goods, ankimggpayments between the Company and our contranufacturers; the fulfillment proce
with our customers and distributors; and our irdémventory management process.

Share-Based Compensation
Sharebased compensation expense associated with equigntive awards ("awards"), which include stockia, restricted stock un

("RSUSs"), restricted stock awards ("RSAs") and perfance share awards ("PSAs"), as well as our Brapl&tock Purchase Plan ("ESF
was recorded in the following cost and expensegeaies (in millions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
Cost of revenues - Product $ 1z % 12 % 0.1 8% $ 2€ $ 21 $ 0.5 24 %
Cost of revenues - Service 3.1 3.t (0.9) (11)% 7.1 8.1 (2.0) (12)%
Research and development 31.€ 33.C (1.9 (4% 63.7 56.€ 7.1 13%
Sales and marketing 14.¢ 18.1 3.9 (20)% 29.C 32.€ (3.€) (11D)%
General and administrative 8.S 5.7 3.2 56 % 17.7 12.C 5.7 48 %
Total $ 59.: % 61t $ (2.2) (4)% $ 1201 % 1114 $ 8.7 8%

Sharedbased compensation expense decreased during #eerttanths ended June 30, 2014, compared to the genoe in 2013, primari
due to a shift in timing of issuance of new RSUngsapartially offset by expense related to RSUSAR and PSAs assumed in connection
our acquisition of WANDL during the first quartef 2014 as well as expense related to mabketed RSUs granted during the first quart
2014.

Share-based compensation expense increased doeirsixtmonths ended June 30, 2014 , compared tgathe periods in 2013primarily due
to expense related to RSUs, RSAs, and PSAs assancednection with our acquisition of WANDL durinige first quarter of 2014.

Other Income (Expense), Net and Income Tax Provisio

The following table presents other income (expens&t) and income tax provision (in millions, excpprcentages):

Three Months Ended June 30, Six Months Ended June 30,
2014 2013 $ Change % Change 2014 2013 $ Change % Change
Interest income $ 21 % 1.7 $ 0.4 24% $ 42 % 3.8 $ 0.4 11%
Interest expense (17.9) (14.9) (2.9) 19% (33.9) (29.2) 4.7 14%
Net gain on legal settlement 195.: — 195.% — % 195.% — 195.% —%
Net gain on investments 0.8 1kt (0.7) 41% 167.( 3.8 163.2 4,295%
Other (1.9 (0.9 (0.9 10C % (0.9 (1.7 0.7 64%
Total other income
(expense), net $ 178.¢ $ (12 $ 191. 1517% $ 332.¢ $ (229 $ 355t 1,56€%
Percentage of net revenue 14.5% (1.1)% 13.9% (2.0)%
Income tax provision $ 734 % 28.C $ 454 162% $ 1108 % 13.¢ $ 96.¢ 697%
Effective tax rate 24.9% 222 % 25.0% 6.9 %
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Other Income (Expense), Net

Interest income primarily includes interest earfreth our cash, cash equivalents, and investmemitstdst expense primarily includes intel
net of capitalized interest expense, from our lterga debt and customer financing arrangements. rQyipécally consists of investment &
foreign exchange gains and losses and other nomigeal income and expense items.

During the three months ended June 30, 2014, werezhinto a settlement agreement with Palo Altondeéts, Inc. ("PAN") resolving pate
litigation, which resulted in a realized gain ogdésettlement of $195.3 milligmet of legal fees. Under the terms of the setemPAN mad
a one-time payment to us of $75.0 million cash and issued common stock and warrants. dinevdlue of the PAN common stock
warrants at the date of receipt was included imtterealized gain. All such PAN securities haverbeold in the third quarter of 2014.

During the six months ended June 30, 2014, Othewnie (expense), net was primarily comprised of fagaén on investments d164.(
million , primarily related to certain publicly-lad equity and privately-held investments and $96illion net realized gain on litigatic
settlement.

During the three months ended June 30, 2048t gain on investments primarily consisted @fain on sale of certain investments part
offset by a loss on privatelyeld investments. During the six months ended 3ne&013, net gain on investments primarily coesisif a ne
gain of $1.3 million related to privately-held irstment.

Income Tax Provisio

The effective tax rate for the three and six morthded June 30, 2014 , differs from the federalgiey rate of 35%and the effective tax ral
for the same periods in 2013, reflecting our redgm of discrete tax expenses of approximately.$X8illion and $24.4 million respectively
due to the gain on legal settlement and gain o &léquity investments, partially offset by a esle of our valuation allowance attributabl
investment losses and the restructuring chargéseimespective periods. The effective tax ratettierperiod does not reflect the benefit of
federal R&D credit, which expired on December 3112

The effective tax rate for the three and six morghded June 30, 2013 , differs from the federaltisy rate of 35%primarily due to th
benefit from the Section 199 deduction for U.S.dution activities, earnings in foreign jurisdiat®y which are subject to lower tax rates
impact of our recognition of tax benefits relatedattax settlement with the Internal Revenue Ser{fillRS”) and the reinstatement of the U
federal research and development (“R&D") tax creditlanuary 2, 2013.

Our effective tax rate could fluctuate significantdn a quarterly basis and could be adversely @&feto the extent earnings are lower -
anticipated in countries that have lower statutatgs and higher than anticipated in countrieshibge higher statutory rates. Our effective
rate could also fluctuate due to changeshi@ valuation of our deferred tax assets or liibdi or by changes in tax laws, regulation:
accounting principles, as well as certain discitetims. See Item1A of Part Il, "Risk Factors" ofstiteport for a description of relevant ri
which may adversely affect our results.

For further explanation of our income tax provisisee Note 14ncome Taxes in Notes to Condensed Consolidated Financiak8tahts i
Item 1 of Part | of this Report.
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Liquidity and Capital Resources

Historically, we have funded our business primattigough cash generated by our operating actiyitresissuance of our common stock,
the issuance of our long-term debt. The followialglé presents our capital resources (in milliorsept percentages):

As of
June 30, December 31,
2014 2013 $ Change % Change
Working capital $ 1,924 $ 2,262 $ (338.9) (15)%
Cash and cash equivalents $ 2,159.¢ $ 2,284.( $ (124.9) (5)%
Short-term investments 460.t 561.¢ (101.9 (18)%
Long-term investments 1,340.: 1,251.¢ 88.2 7%
Total cash, cash equivalents, and investments 3,960.: 4,097.¢ (137.9 (3)%
Long-term debt 1,348.¢ 999.: 349.¢ 35%
Net cash, cash equivalents, and investments $ 2,611t $ 3,098t $ (487.0 (16)%

The significant components of our working capitad aash and cash equivalents, shemt investments, and accounts receivable, redby
accounts payable, accrued liabilities, and shonttgeferred revenue. Working capital decreased338$ million during thesix months ende
June 30, 2014 , primarily due to a decrease ireotirassets, primarily cash and cash equivalentst-s#rm investments, accounts receive
partially offset by deferred tax asset and the ams received from the patent litigation settlemeitih PAN.

Summary of Cash Flow
As of June 30, 2014 , our cash and cash equivatieat®ased by $124.2 milligemimarily due to purchases and retirement of ounmmon stoc
in connection with our stock repurchase prograng eapital expenditures, partially offset by the hcasceived from the patent litigati

settlement with PAN, and sale of certain equityestments.

The following table summarizes cash flows from Gandensed Consolidated Statements of Cash Flowsil{ians, except percentages):

Six Months Ended June 30,

2014 2013 $ Change % Change
Net cash provided by operating activities $ 551.C $ 2755 % 275.t 10C %
Net cash provided by (used in) investing activities $ 55¢ % (300.) $ 356.7 11€%
Net cash used in financing activities $ (731.0) $ (132.¢) $ (598.9 (452)%

Operating Activities

Net cash provided by operations for 'six months ended June 30, 2014 was $551.0 miJlcompared to net cash provided by operatiol
$275.5 million for the same period in 2013 . Nedtcarovided by operations increased during thergirths ended June 30, 201¢ompared {
the same period in 2013, as a result of higheimmeime which included the proceeds from a patéigglion settlement, higher cash collecti
due to the timing of receipts from customers, andelr prepayments to our supply chain and othemiafig offset by higher payments 1
incentive compensation and payments related toetfteucturing plans.

Investing Activitie:

For the six months ended June 30, 2014 , net camhded by investing activities was $55.9 millipmompared to net cash used in inves
activities of $300.8 million for the six months ealJune 30, 2013The increase in net cash provided by investirtyities was primarily du
to higher proceeds from the sale of investmentsfewer purchases of investments.

Financing Activities

Net cash used in financing activities w$731.1 million for the six months ended June 30,20 compared to $132.6 millidior the sam
period in 2013 The increase in net cash used in financing dieté/was primarily due to purchases and retirenoérur common stock

described further below, partially offset by theuance of the 2024 Notes.
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Stock Repurchase Activitie

In February 2014, our Board of Directors (the "Bfarapproved a stock repurchase program that amtitbus to repurchase up$a.0 billior
of our common stock through the end of the firsirter of 2015, including $1.2 billiothrough an accelerated share repurchase prograih4
Stock Repurchase Program™). The $2.0 billion autfation replaced the $1.0 billiceuthorization approved by our Board in July 20130(%
Stock Repurchase Program™).

As part of our 2014 Stock Repurchase Program, werethinto two separate accelerated share rep@@masements (collectively, the "AS|
with two financial institutions to repurchase $bilion of our common stock. During the first quarbf 2014, we made an dignt payment ¢
$1.2 billion pursuant to the ASR and received agtded an initial 33.3 million shares of our comnsinck for an aggregate price $$00.(
million based on the market value of our commormrlsion the date of the transaction. The remainif@%¥Bmillionwas recorded as a forwi
contract within stockholders' equity in the Condgh€onsolidated Balance Sheets.

On July 23, 2014, the ASR was completed and weweden additional 16.0 million shares from theafigial institutions for a total of9.2
million shares of our common stock, which resulted volume weighted average repurchase price dessyreed upon discount of $24(85
share. The 16.0 million shares received will b&edtin the third quarter of 2014.

Subsequent to the completion of the ASR and thrdhglfiling of this Report, we have repurchasedfillion shares of our common sto
for $300.0 million at an average purchase priceéb28.38 per share, under the 2014 Stock Repurchasgaf. The 12.8 milliorshare
repurchased will be retired in the third quarte014.

During the three and six months ended June 30, 2048 repurchased and retired approximately 6.dianiland 12.6 millionshares of ot
common stock, respectively, at an average prickl6f45 and $18.68 , per share, respectively, faggnegate purchase price®if05.5 millior
and $235.4 million , respectively, under our 2013c& Repurchase Program.

See Note 11Equity, in Notes to Condensed Consolidated Financiak8tants in Item 1 of Part | of this Report for fumtlexplanation of o
2014 Stock Repurchase Program and Noté&StiBsequent Eventsor discussion on our stock repurchase activitysequent to June 30, 2014.

Dividends

On July 22, 2014, we announced that we would pgyaterly cash dividend of $0.10 per share of comstock on September 23, 201.
stockholders of record as of September 2, 2014.Board of Directors anticipates declaring a dividlém future quarters on a regular be
however, future declarations of dividends are sttt Board approval and may be adjusted as busimesds or market conditions change.

Restructuring

As of June 30, 2014 , our restructuring liabilitasv$60.1 million of which $9.2 milliorelated to severance and other charges, whic
expected to be paid through the second half of 204 remaining $50.9 milliorelated to facility closures are expected to bel pafoug!
November 2022. Further, we expect future cash ekpees of approximately $5.0 million to $10.0 nal in connection with our 20:
Restructuring Plan, funded by our cash from openati
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Deferred Revenu:

The following table summarizes our deferred produnt service revenues (in millions):

As of
June 30, December 31,
2014 2013

Deferred product revenue:
Undelivered product commitments and other prodettmals $ 182t $ 184.¢
Distributor inventory and other sell-through items 127.C 118.%
Deferred gross product revenue 309.t 303.¢
Deferred cost of product revenue (58.9) (58.6)
Deferred product revenue, net 251.1 245.(
Deferred service revenue 922.2 824.:
Total $ 1,173 $ 1,069.

As of June 30, 2014 , total deferred revenue irsgrédy $104.0 million compared to December 31, 2@ to an increase of deferred set
revenue of $97.9 million driven by the executiorseferal multiyear support agreements and annual agreement rispewe a slight increa
in deferred product revenue of $6.1 million compaieeDecember 31, 2013 .

Off-Balance Sheet Arrangements

As of June 30, 2014we did not have any relationships with unconsaéd entities or financial partnerships, such disienoften referred to
structured finance or special purpose entitiesclviwiould have been established for the purposaudilithting offbalance sheet arrangeme
or other contractually narrow or limited purposkds not our business practice to enter intolmfance sheet arrangements. However, i
normal course of business, we enter into contraatsisting of guarantees of product and serviceopaance, guarantees related to thpeadiy
customerfinancing arrangements, customs and duties guasn@nd standby letters of credit for certain lefszlities. See Note 1
Commitments and Contingencieis Notes to the Condensed Consolidated Fina&tatements in Item 1 of Part | of this Report fddiiona
information regarding our guarantees.

Contractual Obligations

As of June 30, 2014 our principle commitments consist of obligatiomsder operating leases, purchase commitments, debt othe
contractual obligations. There have been no sicgnii changes to these obligations, during the sirths ended June 30, 20ddmpared to tt
contractual obligations disclosed in Managemenigesion and Analysis of Financial Condition ares#ts of Operations, set forth in Par
Item 7, of our Annual Report on Form 10-K for thechl year ended December 31, 2Q0t#her than the issuance of the 2024 Notes aiatex
interest as follows (in millions):

Less than 1 More than
Total year 1-3 years 3-5 years 5 years Other
Long-term debt $ 3500 % — $ — $ — $ 3500 $ =
Interest payment on long-term debt $ 158.C $ 16.¢ $ 31t % CH I 781 $ —

For further explanation of our debt, see Notelkdhg-Term Debt and Financingn Notes to Condensed Consolidated Financiak8tants i
Item 1 of Part | of this Report.

Revolving Credit Facility

On June 27, 2014, we entered into a Credit Agreémih certain institutional lenders that provides a five year $500.0 milliomnsecure
revolving credit facility, with an option to increa the amount of the credit facility, no more tbace a year, by minimum increments$@00.(
million , up to a maximum credit facility of $700tfillion . Proceeds from borrowing made under the Credie@grent may be used by us
working capital and general corporate purposesoR@g loans may be borrowed, repaid and reborrouwrdd June 27, 2019, at which time
amounts borrowed must be repaid. As of June 304,284 amounts were outstanding. See Notd &fg-term Debt and Financingn Notes t
Condensed Consolidated Financial Statements in1tefriPart | of this Report.
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Guarantees

We have entered into agreements with customersctimatin indemnification provisions relating to @otial situations where claims could
alleged that our products infringe the intellectpadperty rights of a thirgharty. We also have financial guarantees consisifrguarantees
product and service performance, guarantees retatddrd-party customefinancing arrangements, custom and duty guaranssesstandk
letters of credit for certain lease facilities. @naertain thirdearty customer financing arrangements that corgaarantee provisions, whi
have terms of up to four years, we are liable ffer aggregate unpaid payments to the tpady financing company in the event of custc
default. As of June 30, 2014 , we have not madepagynents under these arrangements. As of JuriZ02@,and December 31, 201@e ha
$28.5 million and $40.1 million respectively, in financing guarantees, bank guaes, and standby letters of credit related teetfmancic
guarantees of which $22.1 million in financing quatees was recorded in other accrued liabilitied etiher longterm liabilities in th
Condensed Consolidated Balance Sheets as of Ju2B0.

Liquidity and Capital Resource Requiremer

Liquidity and capital resources may be impactedbyoperating activities as well as acquisitiond arvestments in strategic relationships
we have made or we may make in the future. Additignto the extent we repurchase additional shafesur common stock under our st
repurchase program, our liquidity may be impac#esiof June 30, 201463% of our cash, cash equivalents, and investimaances were he
outside of the U.S., which may be subject to Ua&e$ if repatriated.

In August 2013, we filed an automatic shelf registm statement with the SEC enabling us to offersile, from time to time, an unspeci
amount of securities in one or more offerings anihiended to give us flexibility to take advantagjefinancing opportunities as needec
deemed desirable in light of market conditions. @024 Notes were issued under the automatic ségi$tration statement which was iss
pursuant to a prospectus filed with the SEC on Getyr 28, 2014. Any other offerings of securitieslenthe automatic shelf registrat
statement will be made pursuant to a prospectusddition, our new Revolving Credit Facility willse provide additional flexibility for futu
liquidity needs.

We have been focused on managing our annual eqedge as a percentage of the common stock outstamaialign with peer grot
competitive levels and have made changes in re@ars to reduce the number of shares underlyingdinéy awards we grant. For fiscal y
2014, we intend to target the number of shares nlyidg equity awards granted on an annual basi2.%@% or less of our common st
outstanding on a pure share basis (where eachnoiRi®U, RSA or PSA granted is counted as one shBased upon shares underlying
grants to date of options, RSUs, RSAs, and PSAdjelieve we are on track with respect to this goaR014.
Based on past performance and current expectativasbelieve that our existing cash and cash ecemisl short-term, and lortgsrr
investments, together with cash generated fromatipeis and access to capital markets and our newlReg Credit Facility will be sufficier
to fund our operations, IOP, planned stock repwseband dividends, and anticipated growth for adtléhe next twelve months. We belie
our working capital is sufficient to meet our lidity requirements for capital expenditures, comreitits, and other liquidity requireme
associated with our existing operations duringstime period. However, our future liquidity and talpiequirements may vary materially fr
those now planned depending on many factors, ifroyidbut not limited to:

» level and mix of our product, sales, and grossipnoérgins

* our business, product, capital expenditures and RE&Ds

* repurchases of our common stc

» payment of dividend

* incurrence and repayment of debt and related istefgigations

« litigation expenses, settlements, and judgmentsingitar items related to resolution of tax aut

» volume price discounts and customer reb

e accounts receivable levels that we main
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« acquisitions and/or funding of other businessesgtasproducts, or technologi
« changes in our compensation polic
» capital improvements for new and existing faci$i
» technological advance
e our competitors' responses to our products andicing;
* our relationships with suppliers, partners, andauasrs
» possible future investments in raw material angsfiad goods inventorie
» expenses related to future restructuring p
* tax expense associated with shiaased award

» issuance of shateased awards and the related payment in cash tbheliling taxes in the current year and possiblsindufuture
years;

» level of exercises of stock options and stock pasels under our equity incentive plans;

« general economic conditions and specific conditioneur industry and markets, including the effeatgisruptions in global crec
and financial markets, international conflicts, aathted uncertainties.

Factors That May Affect Future Results

A description of the risk factors associated with business is included under “Risk Factors” imiteA of Part Il of this Report.
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Item 3. Quantitative and Qualitative Disclosures About MakRisk

Our exposures to market risk have not changed malyesince December 31, 2013or quantitative and qualitative disclosures aboarke
risk, see Item 7A Quantitative and Qualitative Misares About Market Risk, in our Annual Report Borm 10K for the year ende
December 31, 2013 .

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Attached, as exhibits to this report are certifmas of our principal executive officer and prinaiffinancial officer, which are required
accordance with Rule 13a-14 of the Securities ExghaAct of 1934, as amended (the “Exchange Actfi)s TControls and Procedureséctior
includes information concerning the controls arldtesl evaluations referred to in the certificatiansl it should be read in conjunction with
certifications for a more complete understandintheftopics presented.

We carried out an evaluation, under the superviaiwhwith the participation of our management,udalg our principal executive officer g
principal financial officer, of the effectiveneskthe design and operation of our disclosure cdsimod procedures, as defined in Rules 13a-
(e) and 15dt5(e) under the Exchange Act. Based upon that atiahy our principal executive officer and prindifiaancial officer conclude
that, as of the end of the period covered in taport, our disclosure controls and procedures wleetive to ensure that information requ

to be disclosed by us in reports that we file dimsit under the Exchange Act is recorded, process@gdmarized, and reported within the t
periods specified in Securities and Exchange Cosionisrules and forms and is accumulated and contated to our management, incluc
our principal executive officer and principal fircaal officer, as appropriate to allow timely deoiss regarding required disclosure.

Changes in Internal Controls Over Financial Reportng

During the second quarter of 2014, we implemerftecburchasing and disbursements portion of ourifphlise conversion to a new entery
resource planning ("ERP") system. In order to gitieen our control environment, internal controlsrevenodified and new systebase:
controls were implemented. Additional interim imtak controls were put into operation due to relana two ERP systems until completiol
the conversion project. We will continue to enhatiee design and level of automation of our contomscurrent with system conversion ¢
the next several quarters.

Except as described above, there were no changes internal control over financial reporting tlemicurred during the second quarte201./
that have materially affected, or are reasonakBlyito materially affect, our internal control aiamancial reporting. Subsequent to the en
the period covered by this Report, we implementedmanufacturing, fulfillment, and inventory portiof our ERP conversion project wh
included further modifications to our internal cai$ over financial reporting. Due to extensiveeifdices to our legacy systems which
remain in place until completion of the conversioject, additional interim internal controls wenét into operation.
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PART Il — OTHER INFORMATION
Item 1. Legal Proceedings

The information set forth under the “Legal Procegdi’ section in Note 16Commitments and Contingenciesn Notes to Condens
Consolidated Financial Statements in Item 1 of Pafthis Report, is incorporated herein by refee

Item 1A. Risk Factors
Factors That May Affect Future Results

Investments in our securities involve significaisks. Even small changes in investor expectation®ar future growth and earnings, whe
as a result of actual or rumored financial or opegaresults, changes in the mix of the productd aervices sold, acquisitions, indu
changes, or other factors, could trigger, and hdggered in the past, significant fluctuationglhie market price of our common stock. Inves
in our securities should carefully consider alltio¢ relevant factors disclosed by us, including, fmt limited to, the following factors, tt
could affect our business, operating results ancksprice.

Our quarterly results are unpredictable and subjdotsubstantial fluctuations; as a result, we maailfto meet the expectations of securi
analysts and investors, which could adversely affée trading price of our common stock.

Our revenues and operating results may vary sagmifly from quarter-t@uarter due to a number of factors, many of whighautside of ot
control and any of which may cause our stock piacuctuate.

The factors that may cause our quarterly resultsaty quarter by quarter and be unpredictable geldut are not limited to: limited visibili
into customer spending plans, changes in the mroducts and services sold, changes in the moeofjraphies in which our products
services are sold, changing market and economidittomns, current and potential customer consolagtcompetition, customer concentrat
long sales and implementation cycles, unpredictaldering patterns, changes in the amount and émsguof share repurchases or divide
regional economic and political conditions, andseeality. For example, we, and many companies iiralustry, experience adverse seas
fluctuations in customer spending, particularlytie first quarter. Furthermore market trends, cditipe pressures, commoditization
products, seasonal rebates, increased componshipping costs, regulatory impacts and other factoay result in reductions in revenut
pressure on gross margins of certain segmentgjivea period, which may necessitate adjustmentaitaoperations. Such adjustments ma
difficult or impossible to execute in the shortneedium term.

As a result of these factors, as well as otherabées affecting our operating results, we belidw tuarter-tayuarter comparisons of operat
results are not necessarily a good indication ddtvaur future performance will be. It is likely tha some future quarters, our operating re
may be below our guidance, our lotegm financial model or the expectations of semsinalysts or investors, in which case the pfoaui
common stock may decline. Such a decline could m@nd has occurred in the past, even when we heteour publicly stated revent
and/or earnings guidance.

A limited number of our customers comprise a sigoént portion of our revenues and there is an onggitrend toward consolidation in tt
industry in which our customers and partners opegatAny decrease in revenues from our customers artipers could have an adver
effect on our net revenues and operating results.

A substantial majority of our net revenues depemdales to a limited number of customers and 8Bistion partners, particularly in our serv
provider market. Changes in the business requirsnerendor selection, project prioritization, ficéad prospects, capital resources,
expenditures, or purchasing behavior (includingdpad mix purchased) of our key customers couldiB@amtly decrease our sales to s
customers or could lead to delays or cancellatwinplanned purchases of our products or servicddchwincreases the risk of quarte
fluctuations in our revenues and operating res@lts; of these factors could adversely affect ousibess, financial condition, and result:
operations.

In addition, in recent years, there has been mowetogvards consolidation in the telecommunicatimuiustry (for example, the acquisition
Global Crossing by Level 3 Communications, Softbargurchase of a controlling interest in Sprint tééxand Sprint Nexte$ propose
acquisition of TMobile, AT&T's proposed acquisitiosf DirectTV, and Comcast’ proposed acquisition of Time Warner Cable) ara
consolidation trend has continued. If our custonogrpartners are parties to consolidation transastthey may delay, suspend or indefini
reduce or cancel their purchases of our productsh@r direct or indirect unforeseen consequencekidarm our business, financial condit
and results of operations.
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Fluctuating economic conditions make it difficultot predict revenues for a particular period and aastfall in revenues or increase in cos
of production may harm our operating results.

Our revenues and gross margin depend significamtlgeneral economic conditions and the demandrmyzts in the markets in which
compete. Economic weakness, customer financidtdiffes, and constrained spending on network egjoanand enterprise infrastructure h
in the past resulted in, and may in the futureltésudecreased revenues and earnings. Such $aotaitd make it difficult to accurately forec
sales and operating results and could negativéciabur ability to provide accurate forecasts tw contract manufacturers and manage
contract manufacturer relationships and other esgenin addition, economic uncertainty, as wellcastinued turmoil in the geopolitic
environment in many parts of the world, includingriine, have, and may continue to, put pressurglamal economic conditions, which |
led, and could continue to lead, to reduced denfandur products, to delays or reductions in nekwexpansions or infrastructure proje
and/or higher costs of production. Economic weagnesay also lead to longer collection cycles forrpagts due from our customers,
increase in customer bad debt, restructuring thiga and associated expenses, and impairmenwetiments. Furthermore, instability in
global credit markets may adversely impact theitghilf our customers to adequately fund their expecapital expenditures, which could |
to delays or cancellations of planned purchasesuofproducts or services. Our operating expensedaagely based on anticipated reve
trends and a high percentage of our expensesdsy#incontinue to be, fixed in the short and mediterm. Therefore, fluctuations in reve
could cause significant variations in our operatiesults and operating margins from quarter to tguar

Uncertainty about future economic conditions alsakes it difficult to forecast operating results ananake decisions about future investme
Future or continued economic weakness, failurewfaustomers and markets to recover from such wesskrcustomer financial difficultic
increases in costs of production, and reductionspiending on network maintenance and expansiorddmaNe a material adverse effect
demand for our products and consequently on ouness, financial condition, and results of operatio

Our success depends upon our ability to effectivelgn and manage our resources and restructure dwsiness through rapidly fluctuatin
economic and market conditions, and such actionsynteve an adverse effect on our financial and optmng results.

Our ability to successfully offer our products aseérvices in a rapidly evolving market requires dieotive planning, forecasting, a
management process to enable us to effectivelg scal adjust our business in response to flucmatiarket opportunities and conditions.

In periods of market expansion, we have increas@dstment in our business by, for example, incrgasieadcount and increasing
investment in R&D, sales and marketing, and othatspof our business. Conversely, in the first ldlf2014, to refocus the Compasy’
strategy, optimize its structure and improve opena efficiencies in connection with our integtteperating plan, or IOP, we implementt
new strategic focus on High-1Q Networks and bestlass cloud environments, realigned our orgaromdtito a Oneluniper structure, reduc
our workforce, consolidated and closed facilitizshanced efficiency, improved cost management mesisund instituted new capital alloca
plan. In connection with cost management, we impleted a substantial cost reduction plan accompligheough various restructuri
activities across research and development, satésarketing and general and administrative. Sohoeioexpenses are fixed costs that ca
be rapidly or easily adjusted in response to flatans in our business or numbers of employeesidRelpanges in the size, alignmen
organization of our workforce, including sales aguocoverage, could adversely affect our abilitylewvelop and deliver products and sen
as planned or impair our ability to realize ourreut or future business and financial objectivear @bility to achieve the anticipated ¢
savings and other benefits from our restructurimiiatives within the expected time frame is subjecmany estimates and assumptions. T
estimates and assumptions are subject to signife@onomic, competitive and other uncertaintiespes@f which are beyond our control
these estimates and assumptions are incorrecg drev unsuccessful at implementing changes, dhérainforeseen events occur, our busi
and results of operations could be adversely aftect

The long sales and implementation cycles for ouroducts, as well as our expectation that some custmmwill sporadically place larg
orders with short lead times, may cause our revemnaad operating results to vary significantly froquarter-to-quarter.

A customer's decision to purchase certain of oadpets, particularly new products, involves a digant commitment of its resources ar
lengthy evaluation and product qualification praceAs a result, the sales cycle may be lengthypdrticular, customers making criti
decisions regarding the design and implementatfdarge network deployments may engage in verytlengrocurement processes that |
delay or impact expected future orders. Throughbetsales cycle, we may spend considerable timeatidg and providing information
prospective customers regarding the use and bsméfitur products.
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Even after making the decision to purchase, customeay deploy our products slowly and deliberat&lyning of deployment can vary wide
and depends on the skill set of the customer,iteecf the network deployment, the complexity of tustomer's network environment, anc
degree of hardware and operating system configuratecessary to deploy the products. Customerslaigfe networks usually expand tt
networks in large increments on a periodic basitcofdingly, we may receive purchase orders foriggmt dollar amounts on an irregu
basis. These long cycles, as well as our expentétiat customers will tend to sporadically placgyéaorders with short lead times, bott
which may be exacerbated by the impact of contirgiedal economic weakness, may cause revenuespamdtimg results to vary significan
and unexpectedly from quarter-to-quarter.

We face intense competition that could reduce oawenues and adversely affect our business and friahresults.

Competition is intense in the markets that we agskird@he network equipment market has historicalgrb dominated by Cisco, w
competition coming from other companies such astld ucent, Brocade, Extreme Networks, Hewlett Pack@odpany, and Huawei. In t
security market, we face intense competition froese same companies as well as companies sucteak Baint, F5 Networks, Fortinet, ¢
Palo Alto Networks. Further, a number of other drpablic and private companies have products oelawnounced plans for new product
address the same challenges and markets thataiuqis address.

In addition, actual or speculated consolidation maghocompetitors, or the acquisition of our partreard/or resellers by competitors, can incr
the competitive pressures faced by us, as customaysdelay spending decisions or not purchase mdugts at all. For example, in 20
Oracle acquired Acme Packet, Inc., and Cisco aeduieraki Networks, Inc. and Sourcefire, Inc., whfarther consolidated our market
number of our competitors have substantially greegsources and can offer a wider range of prodaits services for the overall netw
equipment market than we do. If we are unable topmie successfully against existing and future aditgus on the basis of product offeril
or price, we could experience a loss in marketeshad revenues and/or be required to reduce pridesh could reduce our gross margins,
which could materially and adversely affect ouribess, financial condition, and results of operatio

We expect our gross margins and operating margios/ary over time, and the level of product grossrgias achieved by us in recent yei
may not be sustainable.

We expect our product gross margins to vary frorargu-toquarter, and the gross margins we have achievedcent years may not
sustainable and may be adversely affected in thediby numerous factors, including customer, peb@nd geographic mix shifts, increa
price competition in one or more of the marketsvirich we compete, increases in material, laboineentory carrying costs, excess prot
component or obsolescence charges from our contranufacturers, increased costs due to changesnipanent pricing or charges incur
due to component holding periods if we do not aatgly forecast product demand, warranty relategeissor our introduction of new prodt
or entry into new markets with different pricingdacost structures. For example, in the third quant€012, our margins declined as a rest
an inventory charge resulting from inventory wedhiel excess of forecasted demand. We determinemenating expenses largely on the k
of anticipated revenues and a high percentage pferpenses are fixed in the short and medium tésna result, a failure or delay
generating or recognizing revenue could cause fgigni variations in our operating results and afiag margin from quarter-tquarter
Failure to sustain or improve our gross marginsiced our profitability and may have a material aslwesffect on our business and stock price

Further, in early 2014, we announced our |IOP taicedur operating expenses and to focus on costotanWe expect that our margins w
accordingly, vary with our ability to achieve theads of the IOP. We can provide no assurance teawill meet our announced expectation:
whole or in part, or that our plans will have théended effect of improving our margins.

To the extent we receive product orders late inumder, we may be unable to recognize revenue fuese orders in the same period, wh
could adversely affect our quarterly revenues.

Generally, our network equipment products are taitked by distributors or resellers due to thest@nd complexity and the custom natur
configurations required by our customers; we gdlyebaild such products as orders are receivedetent years, the volume of orders rece
late in any given fiscal quarter has generally tw@d to increase but remains unpredictable. ledor certain products are received la
any quarter, we may not be able to recognize revémuthese orders in the same period, which cadicersely affect our ability to meet
expected revenues for such quarter. Additionallg,determine our operating expenses largely on disés tof anticipated revenues and a
percentage of our expenses are fixed in the simortn@edium term. As a result, a failure or delayé@merating or recognizing revenue cc
cause significant variations in our operating ressahd operating margin from quarter-to-quarter.
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Upgrades to key internal systems and processestiquaarly our ERP system, and problems with the dgs or implementation of thes
systems and processes could interfere with, anddfere harm, our business and operatior

We have underway a multi-phase project to upgrauaia key internal systems and processes, inaudir companywide human resourc
management system, our customer relationship mamageg“CRM”) system and enterprise resource planning ("ERPgBysSince 2012, v
have been implementing major changes to our ERersysvhich activities we expect to continue in jgauftar in the third quarter of 2014 &
into 2015. In the third quarter of 2014, we implenes the manufacturing, fulfilment, and inventqgrgrtion of this ERP project. We he
invested, and will continue to invest, significaapital and human resources in the design and imgiéation of these systems and proce
Any problems, disruptions, delays or other issuethé design and implementation of the new sysiempsocesses, particularly any that im|
our operations, could adversely affect our abii@yprocess customer orders, ship products, prosédeice and support to our customers,
and track our customers, collect cash from ourcgnsts, maintain our DSO measure, fulfill contrattobligations, record and trans
information in a timely and accurate manner, fieCSreports in a timely manner, or otherwise run louginess. Even if we do not encou
these adverse effects, the design and implementatithese new systems and processes may be muehcosily than we anticipated. We r
purchase and position inventory to mitigate th& dé shortages of certain component supplies fdicat customer requirements during |
systems transitions. If we are unable to succdgdekign and implement these new systems and ggesas planned, or if the implemente
of these systems and processes is more costlyathtizipated, our business, financial condition, aeglilts of operations could be negati
impacted.

We are dependent on sole source and limited sowwepliers for several key components, which makessusceptible to shortages or pr
fluctuations in our supply chain, and we may facedreased challenges in supply chain managementhia future.

We rely on single or limited sources of certairoaf components. During periods of high demand Fecteonic products, component shorte
are possible, and the predictability of the avalitybof such components may be limited. Any futgewth in our business, IT spending
the economy in general is likely to create gregtessures on us and our suppliers to accurategcdst overall component demand an
establish optimal component inventories. If shaggagr delays persist, the price of these compomeaysincrease, or the components may
be available at all. We may not be able to secarrigh components at reasonable prices or of addepgaality to build new products ir
timely manner, and our revenues and gross margialsl suffer until other sources can be developed.example, from time to time, we h:
experienced component shortages that resultedlaysief product shipments. We currently purchasmenous key components, includ
ASICs, from single or limited sources. The develepinof alternate sources for those componentsnis-¢ddbnsuming, difficult, and costly.
addition, the lead times associated with certaimmanents are lengthy and preclude rapid changgsantities and delivery schedules. A
longterm supply and maintenance obligations to custermerease the duration for which specific compdseare required, which may furtl
increase the risk of component shortages or theafosarrying inventory. In the event of a componshortage or supply interruption fr
these suppliers, we may not be able to developnalte or second sources in a timely manner. If meumable to buy these component
quantities sufficient to meet our requirements dimeely basis, we will not be able to deliver prothiand services to our customers, w
would seriously affect present and future salesclvivould, in turn, adversely affect our busindsgncial condition, and results of operatic

In addition, the development, licensing, or acdigsiof new products in the future may increasedbtmplexity of supply chain managem:
Failure to effectively manage the supply of key poments and products would adversely affect ouinless.

We rely on valueadded and other resellers, as well as distributipartners, to sell our products, and disruptions tor our failure tc
effectively develop and manage, our distributionasinel and the processes and procedures that supjtarduld adversely affect our abili
to generate revenues from the sale of our products.

Our future success is highly dependent upon estdabfi and maintaining successful relationships witlariety of valueadded and oth
reseller and distribution partners, including owrldwide strategic partners such as Ericsson, IBM} NSN. The majority of our revenues
derived through value-added resellers and diswitsutmost of which also sell our competitopsbducts, and some of which sell their «
competing products. Our revenues depend in patherperformance of these partners. The loss okduation in sales to our resellers
distributors could materially reduce our revenuest example, in 2011 and 2012, one of our OEM pastnDell, acquired ForcelO ¢
SonicWall, both competitors of ours. As a result)ibecame increasingly competitive in certain arélaeir resale of our products declined,
we ultimately terminated our OEM relationship wiitell. Our competitors may in some cases be effedtivleveraging their market sh
positions or in providing incentives to currentpmtential resellers and distributors to favor thminducts or to prevent or reduce sales o
products. If we fail to develop and maintain relaships with our partners, fail to develop new trefeships with valueadded resellers a
distributors
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in new markets, fail to expand the number of distiors and resellers in existing markets, fail #nage, train or motivate existing valadele:
resellers and distributors effectively, or if thgsmtners are not successful in their sales effeekes of our products may decrease, an
business, financial condition, and results of opena would suffer.

In addition, we recognize a portion of our revenbased on a selhrough model using information provided by ourtiditors. If thos
distributors provide us with inaccurate or untimieifformation, the amount or timing of our revengesld be adversely impacted.

Further, in order to develop and expand our digtidm channel, we must continue to offer attractitiaannel programs to potential partners
scale and improve our processes and proceduresuppbrt the channel. As a result, our programscgeses and procedures may bec
increasingly complex and inherently difficult to nzege. We have previously entered into OEM agreesngitih partners pursuant to which tl
rebrand and resell our products as part of theidyct portfolios. These types of relationshipsamaplex and require additional processes
procedures that may be challenging and costly tpldment, maintain and manage. Our failure to sisfalg manage and develop «
distribution channel and the programs, processdspeocedures that support it could adversely affectability to generate revenues from
sale of our products.

Our ability to process orders and ship productsantimely manner is dependent in part on our busisesystems and performance of

systems and processes of third parties such asammtract manufacturers, suppliers, or other partregras well as the interfaces between
systems and the systems of such third parties.ulf systems, the systems and processes of those plairties, or the interfaces between th
experience delays or fail, our business processed our ability to build and ship products could mpacted, and our financial results cou
be harmed.

Some of our business processes depend upon oumgtion technology ("IT") systems, the systems prutesses of third parties, and
interfaces of our systems with the systems of tipadties. For example, our order entry system faefitsmation into the systems of ¢
contract manufacturers, which enables them to lanldl ship our products. If those systems fail eriarerrupted, our processes may functic
a diminished level or not at all. This could negalty impact our ability to ship products or otheswioperate our business, and our fina
results could be harmed. For example, althougidindt adversely affect our shipments, an earthguakate December of 2006 disrupted
communications with China, where a significant mdrour manufacturing occurs. In addition, as désad later in this "Risk Factors" sect
beginning in 2012, in particular in the second, awe expect, third quarters of 2014 and continuimgp 2015, we have been implemen
major changes to our enterprise resource planhiBBR") system. Any failure of the new system oerniiptions during the transition r
impair communications with our manufacturers, ahdrefore, adversely affect our ability to builddaship our products.

We also rely upon the performance of the systemspaocesses of our contract manufacturers to tawitl ship our products. If those syst
and processes experience interruption or delayability to build and ship our products in a timehanner may be harmed. For example
have experienced instances where our contract metumérs were not able to ship products in the per@ods expected by us, which preve
us from meeting our commitments to our customérael are not able to ship our products or if prddsldpments are delayed, our ability
recognize revenue in a timely manner for those yetedwould be affected and our financial resuligidde harmed.

Telecommunications and content service provider ganies and our other large customers generally ré@guonerous terms and conditiol
in our contracts with them. As we seek to sell m@mducts to such customers, we may be require@deee to terms and conditions tt
could have an adverse effect on our business ofigbio recognize revenues.

Telecommunications and content service provider paomes, which comprise a significant portion of @ustomer base, and other le
companies, generally have greater purchasing pthaersmaller entities and, accordingly, often retja@d receive more favorable terms f
suppliers. Recently, our customers, France TeleCoamge and Deutsche Telekom AG have formed a coynfeeirthe purpose of purchas
products from, and negotiating more favorable amitral terms with, suppliers. As we seek to seltey@oducts to this class of customer
may be required to agree to such terms and condijtiwhich may include terms that affect the timaigour ability to recognize revenue ¢
have an adverse effect on our business, finanoiadliion, and results of operations. Consolidagmmong such large customers can ful
increase their buying power and ability to requinerous terms.

In addition, service providers have purchased prtsdfrom other vendors who promised but failed étiveer certain functionality and/or h
products that caused problems or outages in thveonles of these customers. As a result, these cus®may request additional features f
us and require substantial penalties for failurdefiver such features or may require substanéabfties
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for any network outages that may be caused by mduygts. These additional requests and penalfi@s are required to agree to them, |
require us to defer revenue recognition from swabss which may negatively affect our businesgrmal condition, and results of operations.

System security risks, data protection breachesd arybe-attacks could compromise our proprietary informatip disrupt our interna
operations and harm public perception of our prods¢ which could cause our business and reputatiensuffer and adversely affect o
stock price.

In the ordinary course of business, we store deaditata, including intellectual property, our priepary business information and that of
customers, suppliers and business partners onetworks. The secure maintenance of this informagaritical to our operations and busir
strategy. Increasingly, companies, including us, subject to a wide variety of attacks on theinoeks on an ongoing basis. Despite
security measures, our information technology arfthstructure may be vulnerable to penetrationttacks by computer programmers
hackers, or breached due to employee error, malfieasor other disruptions. Any such breach coufdpromise our networks, creating sys
disruptions or slowdowns and exploiting securitynesabilities of our products, and the informati&iored on our networks could be acces
publicly disclosed, lost or stolen, which could @b us to liability to our customers, suppliersisimess partners and others, and cau
reputational and financial harm. In addition, sapibated hardware and operating system softwareapptications that we produce or proc
from third parties may contain defects in desigmanufacture, including "bugs" and other problehat tould unexpectedly interfere with
operation of our networks.

If an actual or perceived breach of network segwitcurs in our network or in the network of a cusér of our products, regardless of whe
the breach is attributable to our products, theketaperception of the effectiveness of our prodectsid be harmed. Because the techni
used by computer programmers and hackers, manyhofmare highly sophisticated and wiihded, to access or sabotage networks ct
frequently and generally are not recognized ufitdrahey are used, we may be unable to anticipatemediately detect these techniques.
could impede our sales, manufacturing, distributorother critical functions. In addition, the eoomic costs to us to eliminate or allevi
cyber or other security problems, bugs, virusesmego malicious software systems and security valniities could be significant and may
difficult to anticipate or measure because the dgnmaay differ based on the identity and motivehef programmer or hacker, which are o
difficult to pinpoint.

Regulation of industry in general and the telecommiagations industry in particular could harm our ogating results and future prospect

We are subject to laws and regulations affectimgsile of our products in a number of areas. Famgke, some governments have regula
prohibiting government entities from purchasingwsig products that do not meet specified indigenoertification criteria, even though th
criteria may be in conflict with accepted interoatl standards. Other regulations that may nedgtiugact our business include country
origin regulations. These types of regulationsimareffect or under consideration in several juiiidns where we do business.

The Dodd-Frank Wall Street Reform and Consumeredetimn Act includes disclosure requirements regaydhe use of “conflict minerals”
mined from the Democratic Republic of Congo andimilig countries (“DRC")and procedures regarding a manufacturer's efforpgever
the sourcing of such “conflict mineralsThese minerals are present in our products. SE3 iimiplementing these requirements may hav
effect of reducing the pool of suppliers who capmy DRC “conflict free”components and parts, and we may not be able &nobBiRC
conflict free products or supplies in sufficientagtities for our operations. Since our supply chairtomplex, we may face reputatic
challenges with our customers, stockholders andrattakeholders if we are unable to sufficientlyifyethe origins for the "conflict minerals”
used in our products.

In addition, environmental regulations relevantetectronic equipment manufacturing or operationy mmapact our business and finan
condition adversely. For instance, the Europearoi@ind China have adopted WEEE and ROHS regulatishigh require producers
electrical and electronic equipment to assume resipiity for collecting, treating, recycling andsgosing of products when they have rea
the end of their useful life, as well as REACH regions, which regulate handling of certain chermmabstances that may be used in
products.

The traditional telecommunications industry is ygregulated, and our business and financial camditould be adversely affected by char
in regulations relating to the Internet telecomneations industry. Currently, there are few lawsemgulations that apply directly to access t
commerce on IP networks, but future regulationddmclude sales taxes on products sold via therhat and Internet service provider ac
charges. We could be adversely affected by regulaif IP networks and commerce in any country whexanarket equipment and service
service or content providers. Regulations govertiirggrange of services and business models thatealffered by service providers or con
providers could adversely affect those customesda
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for products designed to enable a wide range di secvices or business models. For instance, tBe keéderal Communications Commis:
has issued regulations governing aspects of fixeddband networks and wireless networks; thesdatguos might impact service provi
and content provider business models and as suokidprs' needs for Internet telecommunicationsigggant and services. Also, me
jurisdictions are evaluating or implementing regjolas relating to cyber security, supply chain gniy, privacy and data protection, any
which can affect the market and requirements fowarking and security equipment.

The adoption and implementation of such regulatiomsld reduce demand for our products, increasectis¢ of building and selling ¢
products, result in product inventory writdfs, impact our ability to ship products into affed areas and recognize revenue in a timely m
and require us to spend significant time and expéosomply, and we could face fines and civil bminal sanctions or claims if we were
violate or become liable under such regulationsy hthese impacts could have a material adverfeetedn our business, financial conditi
and results of operations.

Governmental regulations affecting the import or part of products or affecting products containingieryption capabilities could negative
affect our revenues.

The United States and various foreign governmeang limposed controls, export license requirememtd,restrictions on the import or exg
of, among other things, encryption technology. &arbf our products contain or use encryption tedbgy. In addition, from time to tim
governmental agencies have proposed additionalaggu of encryption technology, such as requirgagtification, notifications, review
source code, or the escrow and governmental reg@ieprivate encryption keys. For example, Russid &€hina recently have implemen
new requirements relating to products containingrystion and India has imposed special warranty aifer obligations associated w
technology deemed critical. Governmental regulatibrencryption or IP networking technology and regjon of imports or exports, or ¢
failure to obtain required import or export appridfeat our products, or export sanctions, includiegent restrictions on exports to Russia, ¢
harm our international and domestic sales and adleaffect our revenues. In addition, failure tonply with such regulations could resul
harm to our reputation, penalties, costs, andictisins on import or export privileges or adversefyect sales to government agencie
government-funded projects.

If we do not successfully anticipate technologicshifts, market needs and opportunities, and deveprpducts and product enhanceme
that meet those technological shifts, needs and apynities, or if those products are not made awile in a timely manner or do not ga
market acceptance, we may not be able to compdéetdfely and our ability to generate revenues vsilffer.

We cannot guarantee that we will be able to ardteiguture technological shifts, market needs gombdunities or be able to develop r
products or product enhancements to meet suchdkadioal shifts, needs or opportunities in a timelgnner or at all. For example, the m
from traditional network infrastructures towardsgtaare-defined networking, or SDN, has been receiving iterable attention. In our view
will take several years to see the full impact BN and we believe the successful products andisokiin this market will combine hardw:
and software elements. If we fail to anticipate kearequirements or fail to develop and introdueg products or product enhancemen
meet those requirements in a timely manner, itec@aluse us to lose customers, and such failurel culdstantially decrease or delay me
acceptance and sales of our present and futureugidwhich would significantly harm our businefieancial condition, and results
operations. Even if we are able to anticipate, iigyeand commercially introduce new products andaecements, there can be no assui
that new products or enhancements will achieve sgcead market acceptance.

In addition, in the past two years, we have annedeew products, including the QF5100, T4000 Carat&, EX9200 Ethernet Switch, N
Series Routers, PTX 3000 Packet Transport RouterJaniper Networks Contrail. If these or other mraducts do not gain market accept:
at a sufficient rate of growth, our ability to mdature financial targets and aspirations may beeeskly affected. In addition, if we fail
deliver new or announced products to the markattimely manner, it could adversely affect the neadcceptance of those products and |
our competitive position and our business and fir@mesults.

Our ability to develop, market, and sell producisutd be harmed if we are unable to retain or hirek personnel.

Our future success depends upon our ability toure@nd retain the services of executive, engimggrsales and marketing, and sup
personnel. The supply of highly qualified individsiain particular engineers in very specializechtecal areas, or sales people specializir
the service provider and enterprise markets, igdiunand competition for such individuals is intenslone of our officers or key employee
bound by an employment agreement for any speeifiatThe loss of the services of any of
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our key employees, the inability to attract or ief@ersonnel in the future or delays in hiring negd personnel, engineers and sales people
the complexity and time involved in replacing aaiting new employees, could delay the developmedtiatroduction of new products, &
negatively impact our ability to market, sell, opport our products.

We are a party to lawsuits, investigations, procieed, and other disputes, which are costly to defesnd, if determined adversely to
could require us to pay fines or damages, undertakenedial measures or prevent us from taking centaictions, any or all of which coul
harm our business, results of operations, financabndition or cash flows.

We, and certain of our current and former officansl current and former members of our Board of dins, have been or are subject to vai
lawsuits. We have been served with lawsuits relate@mployment matters, commercial transactions @aient infringement, as well
securities laws. A description of the securitiewdaits can be found in Note 16pommitments and Contingencies Notes to Consolidat
Financial Statements of this Report, under the ingatLegal Proceedings.” In addition, as noted uritie heading of “Legal Proceeding#ig
U.S. Securities and Exchange Commission and the Department of Justice are conducting investigatimto possible violations by 1
Company of the U.S. Foreign Corrupt Practices &ifts, travel, or entertainment offered or provided our employees or channel parti
could give rise to possible violations of the UFaireign Corrupt Practices Act or other applicalaled. Litigation and investigations .
inherently uncertain. We therefore cannot predietduration, scope, outcome or consequences af thatters. There can be no assuranci
these or any actions or investigations that hawes lme may in the future be brought against us,officers, and our directors will be resol
favorably. In connection with any government inigations, in the event the government takes adcigainst us or the parties enter intc
agreement to settle the matter, we may be requaquhy substantial fines and/or incur other sanestidrhe lawsuits and investigations
expensive and timeensuming to defend, settle, and/or resolve, ang mequire us to implement certain remedial meastivas could prov
costly or disruptive to our business and operatidim® unfavorable resolution of one or more of ¢hemtters could have a material adv
effect on our business, results of operationsnfired condition or cash flows.

We are a party to litigation and claims regardingtellectual property rights, resolution of which nyabe time- consuming and expensive,
well as require a significant amount of resources prosecute, defend, or make our products non-infging.

Our industry is characterized by the existence lafrge number of patents and frequent claims aladeg litigation regarding patent and of
intellectual property rights. We expect that infrlfment claims may increase as the number of pre@dunct competitors in our market incre:
and overlaps occur. Third parties have assertedvadin the future assert claims or initiate litiga related to patent, copyright, tradem
and other intellectual property rights to technadsgand related standards that are relevant t@muagiucts. The asserted claims and/or initi
litigation may include claims against us or our mfacturers, suppliers, partners, or customersgialdethat our products or services infril
proprietary rights. Regardless of the merit of éhelgiims, they have been and can be timesuming, result in costly litigation, and mayuie
us to develop nomfringing technologies, enter into license agrertaeor cease engaging in certain activities oeraffy certain products
services. Furthermore, because of the potentidiiffr awards of damages or injunctive relief that@ot necessarily predictable, even argt
unmeritorious claims may be settled for significantounts of money. If any infringement or otheellgctual property claim made agains
by any third-party is successful, if we are reqaite settle litigation for significant amounts obney, or if we fail to develop noindringing
technology or license required proprietary rightscommercially reasonable terms and conditionsbosiness, financial condition, and res
of operations could be materially and adverselgaéd.

Our financial condition and results of operationsoald suffer if there is an additional impairment ajoodwill or other intangible assets w
indefinite lives.

We are required to test intangible assets withfinde lives, including goodwill, annually and on énterim basis if an event occurs or there
change in circumstance that would more likely thahreduce the fair value of reporting units artdrigible assets below their carrying val
As of June 30, 2014 , our goodwill was $4,071.5iariland there were no intangible assets with indefiinites. When the carrying value ¢
reporting units goodwill exceeds its implied fair value of gootiwa charge to operations is recorded. If theydag amount of an intangik
asset with an indefinite life exceeds its fair wala charge to operations is recognized. Eithemteveuld result in incremental expenses for
quarter, which would reduce any earnings or in@easy/ loss for the period in which the impairmeaswietermined to have occurred.

In the past, we experienced a reduction of $1,280l@®n to the carrying value of goodwill on ouo@solidated Balance Sheets, primarily

to the decline in our market capitalization thaturced over a period of approximately nine monthisrggo the impairment review and, ti
lesser extent, to a decrease in forecasted fuasgie fblows.
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In recent years, economic weakness has contritotektreme price and volume fluctuations in glosi@mick markets that have reduced
market price of many technology company stockdutling ours. Declines in our level of revenues pemting margins, as well as susta
declines in our stock price, increase the risk gjeatdwill and intangible assets with indefinitegls/may become impaired in future periods.

Our goodwill impairment analysis is sensitive t@aobes in key assumptions used in our analysis, asieixpected future cash flows, the de
of volatility in equity and debt markets, and otiock price. If the assumptions used in our analgses not realized, it is possible thai
impairment charge may need to be recorded in the€duWe cannot accurately predict the amount amithg of any impairment of goodwiill
other intangible assets. However, any such impaitmeuld have an adverse effect on our resultpefations.

Changes in effective tax rates or adverse outcomesilting from examination of our income or otheax returns could adversely affect o
results.

Our future effective tax rates could be subjecvdtatility or adversely affected by the followingarnings being lower than anticipater
countries where we have lower statutory rates agigelh than anticipated earnings in countries whezéhave higher statutory rates; chang:
the valuation of our deferred tax assets and lt&sl expiration of, or lapses in, the R&D tax ditelaws applicable to us; transfer pric
adjustments related to certain acquisitions, indlgdhe license of acquired intangibles under atercompany R&D cost sharing arrangerr
costs related to intercompany restructuring; tdeot$ of shardsased compensation; or changes in tax laws, régugataccounting principle
or interpretations thereof. The Organisation fooiamic Coeperation and Development (OECD), an internati@salociation of 34 countri
including the U.S., is contemplating changes to erouas longstanding tax principles. These contemplated chanfyf#salized and adopted |
countries, will increase tax uncertainty and mayeaskely affect our provision for income taxes. tidigéion, we are subject to the continu
examination of our income tax returns by the Irt¢fRevenue Service and other tax authorities. Valaely assess the likelihood of adve
outcomes resulting from these examinations to deter the adequacy of our provision for income taXdgere can be no assurance tha
outcomes from these continuous examinations willvawe an adverse effect on our business, finanoiadition, and results of operations.

If we fail to accurately predict our manufacturingequirements, we could incur additional costs orperience manufacturing delays, whi
would harm our business.

We provide demand forecasts to our contract matwrfars, who order components and plan capacity doase these forecasts. If
overestimate our requirements, our contract mahwfacs may assess charges, or we may have liabifitir excess inventory, each of wt
could negatively affect our gross margins. For eplamin the third quarter of 2012, our gross masgirere reduced as a result of an inver
charge resulting from inventory we held in excelsrecasted demand. Conversely, because lead fonesquired materials and compon
vary significantly and depend on factors such assibecific supplier, contract terms, and the denfanéach component at a given time,
because our contract manufacturers are théndy manufacturers for numerous other companiese iunderestimate our requirements, a:
did in the third quarter of 2010 with respect totam components, our contract manufacturers maae ma@adequate time, materials, an
components required to produce our products, wbiehd increase costs or delay or interrupt manufagg of our products resulting in del:
in shipments and deferral or loss of revenues.

We are dependent on contract manufacturers with wimave do not have longerm supply contracts, and changes to those relasioips
expected or unexpected, may result in delays orugisons that could cause us to lose revenues aachdge our customer relationships.

We depend on independent contract manufacturech (@awhich is a thirgearty manufacturer for numerous companies) to naotufe ou
products. Although we have contracts with our caettmanufacturers, these contracts do not reghém to manufacture our products ¢
long-term basis in any specific quantity or at apgcific price. In addition, it is timeensuming and costly to qualify and implement adddl
contract manufacturer relationships. Thereforaaffail to effectively manage our contract manufiaet relationships, which includes failing
provide accurate forecasts of our requirementsf one or more of them experiences delays, disomgti or quality control problems in «
manufacturing operations, or if we had to changedu additional contract manufacturers or contraghufacturing sites, our ability to s
products to our customers could be delayed. Alse, addition of manufacturing locations or contrawnufacturers would increase
complexity of our supply chain management. Morepaerincreasing portion of our manufacturing isfgened in China and other counti
and is therefore subject to risks associated witihhgl business outside of the United States. Eadheasfe factors could adversely affect
business, financial condition and results of openat
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We may face difficulties enforcing our proprietamjghts.

We generally rely on a combination of patents, ciyhys, trademarks, and trade secret laws and acio@l restrictions on disclosure
confidential and proprietary information, to estsibland maintain proprietary rights in our techiggi@nd products. Although we have b
issued numerous patents and other patent applisatice currently pending, there can be no assuthat@ny of our patent applications 1
result in issued patents or that any of our patentgher proprietary rights will not be challengét/alidated, infringed or circumvented or 1
our rights will, in fact, provide competitive adwages to us or protect our technology, any of whiobld result in costly product redes
efforts, discontinuance of certain product offesrmmnd other competitive harm. Furthermore, the lafasome foreign countries may not pro
our proprietary rights to the same extent as ddaws of the United States. The outcome of anyoastiaken in these foreign countries ma
different than if such actions were determined ure laws of the United States. Although we aredependent on any individual patent
group of patents for particular segments of therass for which we compete, if we are unable tdgmtoour proprietary rights in a market,
may find ourselves at a competitive disadvantagethers who need not incur the substantial expetise, and effort required to cre
innovative products that have enabled our success.

We are subject to risks arising from our internatial operations, which may adversely affect our busss, financial condition, and results
operations.

We derive a majority of our revenues from our inggional operations, and we plan to continue exjpanadur business in international marl
in the future. We conduct significant sales andtamer support operations directly and indirectlyotigh our distributors and VARs
countries throughout the world and depend on theraijpns of our contract manufacturers and supptieat are located outside of the Un
States. In addition, a portion of our R&D and o@ngral and administrative operations are conduotedide the United States. In sc
countries, we may experience reduced intellectiaggrty protection.

As a result of our international operations, weaffected by economic, business, regulatory, sparad political conditions in foreign
countries, including the following:

* changes in general IT spendi
» the imposition of government controls, inclusivecdfical infrastructure protectio

» changes or limitations in trade protection lawsothrer regulatory requirements, which may affect alitity to import or export ol
products from various countries; and

» the impact of the following on service provider aga/ernment spending patterns: political considanat unfavorable changes in
treaties or laws, natural disasters, epidemic dieselbor unrest, earnings expatriation restristionisappropriation of intellectt
property, military actions, acts of terrorism, pickl and social unrest and difficulties in staffiand managing international operatic

Any or all of these factors could have a materiblease impact on our business, financial conditiom results of operations.

Moreover, local laws and customs in many counliéfer significantly from or conflict with those ithe United States or in other countrie
which we operate. In many foreign countries, pattidy in those with developing economies, it isrenon for others to engage in busir
practices that are prohibited by our internal pecand procedures or United States regulationcapfe to us. There can be no assurance
our employees, contractors, channel partners, gaedts will not take actions in violation of our jpi¢s and procedures, which are designt
ensure compliance with U.S. and foreign laws anitigs. Violations of laws or key control policiéy our employees, contractors, cha
partners, or agents could result in terminatiomwf relationship, financial reporting problems.efin and/or penalties for us, or prohibitior
the importation or exportation of our products, amdild have a material adverse effect on our basingnancial condition and results
operations.

We are exposed to fluctuations in currency exchamgées, which could negatively affect our financiabndition and results of operations.
Because a majority of our business is conductedidritthe United States, we face exposure to advamseements in nokk.S. currenc

exchange rates. These exposures may change oweasirhusiness practices evolve and could have exrialaidverse impact on our finan
condition and results of operations.
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The majority of our revenues and expenses aredcss in U.S. Dollars. We also have some transatthat are denominated in fore
currencies, primarily the British Pound, Euro, BmliRupee, and Japanese Yen related to our saleseande operations outside of the Un
States. An increase in the value of the U.S. Daltauld increase the real cost to our customersuofpooducts in those markets outside
United States in which we sell in U.S. Dollars, andieakened U.S. Dollar could increase the cokiaafl operating expenses and procurel
of raw materials to the extent we must purchasepoorants in foreign currencies.

Currently, we hedge only those currency exposusssaated with certain assets and liabilities dénatad in nonfunctional currencies
periodically hedge anticipated foreign currencyhctiews. The hedging activities undertaken by wesiatended to offset the impact of curre
fluctuations on certain nonfunctional currency &ssed liabilities. However, such attempts to dffée impact of currency fluctuations
costly and no amount of hedging can be effectiverey all circumstances, including lotgrm declines in the value of the U.S. Dollar. Ui
attempts to hedge against these risks are not ssfateor if longterm declines in the value of the U.S. Dollar pgrsour financial conditic
and results of operations could be adversely inggact

Integration of acquisitions could disrupt our buséss and harm our financial condition and stock pe@nd may dilute the ownership of ¢
stockholders

We have made, and may continue to make, acquisitioorder to enhance our business. For examp@0Q1d, we acquired WANDL, Inc. a
in 2012, we acquired Contrail Systems Inc. ("Cdhjraand Mykonos Software, Inc. ("Mykonos"). Acgitisns involve numerous risk
including problems combining the purchased opematitechnologies or products, unanticipated casddiabilities, diversion of manageme;
attention from our core businesses, adverse eftecexisting business relationships with suppléerd customers, risks associated with ent
markets in which we have no or limited prior expade, and potential loss of key employees. Thanédeano assurance that we will be ab
integrate successfully any businesses, produatbntdogies, or personnel that we might acquire. iflbegration of businesses that we |
acquire is likely to be a complex, tineensuming, and expensive process and we may nlizerdbe anticipated revenues or other ber
associated with our acquisitions if we fail to sessfully manage and operate the acquired busiifes®. fail in any acquisition integratic
efforts and are unable to efficiently operate ammbined organization utilizing common informatiand communication systems, opera
procedures, financial controls, and human resoupcastices, our business, financial condition, a@sults of operations may be adver
affected.

Acquisitions may also require us to issue commocksbr assume equity awards that dilute the ownmershour current stockholders, us
substantial portion of our cash resources, assiahdities, record goodwill and amortizable intaligi assets that will be subject to impairn
testing on a regular basis and potential periogjgairment charges, incur amortization expensesectli®m certain intangible assets, and i
large and immediate writeffs and restructuring and other related expensiéf which could harm our financial condition anesults
operations.

The proposed divestiture of our Jund$ulse product portfolio could disrupt our busineasd may not yield the intended benefits.

We recently announced an agreement to sell oursJ®uise product portfolio to an affiliate of Si@apital, a private equity firm, f
approximately $250.0 million. The sale is expectedclose within the third quarter of 2014, followirthe satisfaction of regulatc
requirements and other customary closing conditidiiie transaction may not receive the necessamylategy approvals and satisfy ot
closing conditions and we may not be able to sisfuly close and divest without management disniptind other negative impacts on
ongoing operations of this product portfolio oretiparts of our business. In addition, if we faiktxecute the Junos Pulse divestiture, this «
impact our ability to achieve our stated IOP gdabxting the first quarter of 2015 with annualizeglerating expense savings of at least $
million, compared to our fourth quarter of 2013 rthRer, since approximately $125.0 million of thartsaction consideration is in the forn
anl18-month norontingent seller promissory note, there is alsoribk that we may not receive the amount owedstbythe buyer under t
note and that instead the Ju¢ulse assets will return to us.

If we fail to adequately evolve our financial andanagerial control and reporting systems and processour ability to manage and grc
our business will be negatively affected.

Our ability to successfully offer our products dantblement our business plan in a rapidly evolvingriet depends upon an effective plan
and management process. We will need to continiraggoove our financial and managerial control and i@porting systems and procedure
order to manage our business effectively in ther&utlf we fail to effectively implement improvegistems and processes, our ability to ma
our business, financial condition, and resultspdrations may be negatively affected.
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Our products are highly technical and if they contaundetected defects errors or malware or do natehcustomer quality expectations, «
business could be adversely affected, and we magutgect to additional costs or lawsuits or be régua to pay damages in connection w
any alleged or actual failure of our products an@wices.

Our products are highly technical and complex,caitical to the operation of many networks, andtba case of our security products, pro
and monitor network security and may protect vakiabformation. Our products have contained and m@aytain one or more undetec
errors, defects, malware, or security vulnerab#itiSome errors in our products may only be digeavafter a product has been installed
used by endiustomers. Any errors, defects, malware or secutityerabilities discovered in our products aftemenercial release could res
in monetary penalties, loss of revenues or delagwenue recognition, loss of customers, loss tfreubusiness and reputation, penalties
increased service and warranty cost, any of whatliccadversely affect our business, financial ctbadj and results of operations. In addit
in the event an error, defect, malware, or vulniditghs attributable to a component supplied byhad-party vendor, we may not be able
recover from the vendor all of the costs of remiainathat we may incur. In addition, we could fadaims for product liability, tort, or brea
of warranty or indemnification. Defending a lawsu#gardless of its merit, is costly and may diveenagemens’ attention. If our busine
liability insurance coverage is inadequate, or fieitcoverage is unavailable on acceptable terms alt, aur financial condition and results
operations could be harmed. Moreover, if our prosldail to satisfy our customers' quality expectasi for whatever reason, the perceptic
and the demand for our products could be adveedfédygted.

If our products do not interoperate with our custare’ networks, installations will be delayed or canted and could harm our business.

Our products are designed to interface with outarusrs’existing networks, each of which have differentcéfpeations and utilize multipl
protocol standards and products from other venddagy of our customersietworks contain multiple generations of produbtst have bee
added over time as these networks have grown aolyezls Our products must interoperate with manyalbrof the products within the
networks as well as future products in order to tnoeg customerstequirements. If we find errors in the existingtaafre or defects in tl
hardware used in our customengtworks, we may need to modify our software odiare to fix or overcome these errors so that ooduyct:
will interoperate and scale with the existing safitevand hardware, which could be costly and coelgatively affect our business, finan
condition, and results of operations. In additidnur products do not interoperate with those of oustomershetworks, demand for ¢
products could be adversely affected or order@fwrproducts could be cancelled. This could hurtaperating results, damage our reputa
and seriously harm our business and prospects.

Our products incorporate and rely upon licensed rithiparty technology, and if licenses of thirdarty technology do not continue to
available to us or are not available on terms actayge to us, our revenues and ability to developdantroduce new products could
adversely affected.

We integrate licensed thingarty technology into certain of our products. Fribmme to time, we may be required to license adddl technolog
from third-parties to develop new products or pidenhancements. Thigghrty licenses may not be available or continuee@vailable to
on commercially reasonable terms. The failure tmgly with the terms of any license, including frggen source software, may result in
inability to continue to use such license. Our ifigbto maintain or re-license any thiqgarty licenses required in our products or our ilitst
to obtain thirdparty licenses necessary to develop new producpesduct enhancements, could require us, if pssib develop substitL
technology or obtain substitute technology of lowjaality or performance standards or at a greaist, @any of which could delay or prev
product shipment and harm our business, finanoiadlition, and results of operations.

We sell our products to customers that use thoseducts to build networks and IP infrastructure, anifl the demand for network and |
systems does not continue to grow, our busineswritial condition, and results of operations coule adversely affecte:

A substantial portion of our business and revemgg®ends on the growth of secure IP infrastructncean the deployment of our products
customers that depend on the continued growth e&fRices. As a result of changes in the econoapital spending or the building of netw
capacity in excess of demand, all of which havethie past particularly affected telecommunicatiomsvise providers, spending on
infrastructure can vary, which could have a matexitverse effect on our business, financial coadjtand results of operations. In additio
number of our existing customers are evaluatingbthitd-out of their next generation networks. Dgrithe decisiormaking period when ti
customers are determining the design of those mksnand the selection of the equipment they widl irsthose networks, such customers
greatly reduce or suspend their
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spending on secure IP infrastructure. Such delaysurchases can make it more difficult to predatenues from such customers can c
fluctuations in the level of spending by these cosrs and, even where our products are ultimatdgcted, can have a material adverse ¢
on our business, financial condition, and resultsperations.

We are required to evaluate the effectiveness of imtiernal control over financial reporting, and ay adverse results from such evaluati
may adversely affect investor perception, our stacice and cause us to incur additional expense.

Section 404 of the Sarban@sdey Act of 2002 requires our management to reportand our independent auditors to attest toetfeetivenes
of our internal control over financial reporting.e/fave an ongoing program to perform the systenpamckss evaluation and testing nece:
to comply with these requirements. We have and eudtitinue to incur significant expenses and dewa@agement resources to Section
compliance on an ongoing basis. In the event thatG@hief Executive Officer, Chief Financial Officeor independent registered pul
accounting firm determine in the future that, suiernal controls over financial reporting are nié¢etive as defined under Section 404, inve
perceptions may be adversely affected if our fitglrstatements are not reliable and could causechng in the market price of our stock
otherwise negatively affect our liquidity and fircéad condition.

Failure to maintain our credit ratings could adveedy affect our cost of funds and related margingdidity, competitive position and acce
to capital markets.

The major debt rating agencies routinely evaluatedbt. This evaluation is based on a number abfa, which include financial strength
well as transparency with rating agencies and timast of financial reporting. There can be no asme that we will be able to maintain
credit ratings and failure to do so could adversafect our cost of funds and related margins,itliqy, competitive position and acces:
capital markets.

We may be unable to generate the cash flow to seraur debt obligations, including the Senior Notasd the Revolving Credit Facility

In February 2014, we issued $350.0 million aggregmincipal amount of 4.50% senior unsecured ndtes2024 (the “2024 Notesgnd ir
March 2011, we issued $1.0 billion aggregate ppalcamount of senior unsecured notes (the “Senae® and together with the 2024 Not
the “Notes”), and (see discussion in Note 10, Ldegm Debt and Financing, in the Notes to Consatiddtinancial Statements of this Rep:
As of June 30, 2014 , we had $1,348.9 million itstanding longerm debt. In June 2014, we entered into a Credre@ément with certa
institutional lenders that provides for a five ye#500.0 million unsecured Revolving Credit Facijlityith an option to increase the cr
facility, up to a maximum of $700.0 million. The &tfit Agreement will terminate in June 2019, at Wwhioint all amounts borrowed must
repaid. As of June 30, 2014, no amounts were mdstg under the Credit Agreement.

We may not be able to generate sufficient cash flowenable us to service our indebtedness, inojuthie Notes and the Revolving Crt
Facility (if drawn upon) or to make anticipated itapexpenditures. Our ability to pay our expenard satisfy our debt obligations, refina
our debt obligations and fund planned capital egjiares will depend on our future performance, Wwhidgll be affected by general econon
financial, competitive, legislative, regulatory aatther factors beyond our control. Based upon otilevels of operations, we believe cash
from operations and available cash will be adeqi@ti¢he foreseeable future to meet our anticipageplirements for working capital, cap
expenditures and scheduled payments of principadliaterest on our indebtedness, including the Natas the Revolving Credit Facility
drawn upon). However, if we are unable to genesatiicient cash flow from operations or to borroufficient funds in the future to service «
debt, we may be required to sell assets, redudeatagpenditures, refinance all or a portion of enisting debt (including the Notes) or ob
additional financing. There is no assurance thatwillebe able to refinance our debt, sell assetb@row more money on terms acceptab
us, or at all.

The indentures that govern the Notes contain varamvenants that limit our ability and the abilifyour subsidiaries to, among other things:
e incur liens
» incur sale and leaseback transactions

» consolidate or merge with or into, or sell substdiytall of our assets to, another per
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The Credit Agreement contains two financial covésafong with customary affirmative and negativeertants that include the following:
e maintenance of a leverage ratio no greater than&h@ an interest coverage ratio no less thar

e covenants that limit or restrict the ability of tiempany and its subsidiaries to, among other fhigeant liens, merge or consolid
dispose of all or substantially all of its assetsange their accounting or reporting policies, gwatheir business and incur subsid
indebtedness, in each case subject to customaeptans for a credit facility of this size and type

As a result of these covenants, we are limitethénrhanner in which we can conduct our businessywnhay be unable to engage in favor
business activities or finance future operationsapital needs. Accordingly, these restrictions firayt our ability to successfully operate
business. A failure to comply with these restristi@ould lead to an event of default, which co@lslit in an acceleration of the indebtedr
Our future operating results may not be sufficientenable compliance with these covenants to rena@gysuch default. In addition, in -
event of an acceleration, we may not have or be tbbbtain sufficient funds to make any accelerqgayments, including those under
Senior Notes, any notes issued in connection vhighrecentlyannounced capital return program discussed abogettan Revolving Crec
Facility (if drawn upon).

Ouir failure to pay quarterly dividends to our stole&lders or the failure to meet our commitments teturn capital to our stockholders cou
have a material adverse effect on our stock price.

In July 2014, we announced a cash dividend of $pekGshare of common stock payable on Septembe&(3, to stockholders of record a:
the close of business on September 2, 2014. Olityatbi pay quarterly dividends will be subject sonmong other things, our financial posit
and results of operations, available cash and ftash capital requirements and other factors. Aaijuire to pay or increase future dividend
announced, reduction or discontinuation of quartdividends could have a material adverse effeaanstock price.

In addition, as part of our IOP, the Board of Dioes authorized $2.0 billion in share repurchasebet executed through the end of the
quarter of 2015, including the $1.2 billion ASR ened into during the first quarter of 2014. Theidpreturn plan will be funded by
combination of onshore cash and previously isswdd th preserve our financial flexibility to investfuture growth opportunities and maint
our investment grade credit rating. Any failurent@et our commitments to return capital to our dhalcers could have a material adw
effect on our stock price.

The investment of our cash balance and our invesihitsein government and corporate debt securities atébject to risks, which may cau
losses and affect the liquidity of these investrreent

At June 30, 2014 , we had $2,159.8 million in casd cash equivalents and $1,800.6 million in shamtd longterm investments. We hg
invested these amounts primarily in adsatked securities, certificates of deposit, comrmakrnpaper, corporate debt securities, for
government debt securities, government- sponsaretise obligations, money market funds, mutualds, publiclytraded equity securiti
and U.S. government securities. Certain of thesesiments are subject to general credit, liquidityrket, sovereign debt, and interest
risks. Our future investment income may fall shafrexpectations due to changes in interest ratéfstbe decline in fair value of our public
traded debt or equity investments is judged totherethantemporary. These market risks associated with meestment portfolio may have
negative adverse effect on our liquidity, finan@ahdition, and results of operations.

Uninsured losses could harm our operating results.

We selfinsure against many business risks and expensas,asuintellectual property litigation and our meadibenefit programs, where
believe we can adequately self-insure against tiieipated exposure and risk or where insurancstiger not deemed costfective or is nc
available. We also maintain a program of insuracmeerage for various types of property, casualtyl ather risks. We place our insura
coverage with various carriers in numerous jurisolis. The types and amounts of insurance that bvtairo vary from time to time and frc
location to location, depending on availability,stoand our decisions with respect to risk retentibhe policies are subject to deductit
policy limits, and exclusions that result in outergion of a level of risk on a sdlisurance basis. Losses not covered by insurande &e
substantial and unpredictable and could adverdédgteour financial condition and results of opéras.
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Item 2. Unregistered Sales of Equity Securities and UsdPobceeds

Purchases of Equity Securities by the Issuer and Afiated Purchasers

The following table provides a summary of stockumghases during the three months

ended June 3@, (8DInillions, except per she

amounts):
Total Number
of Shares Approximate Dollar
Purchased as Value of Shares
Part of Publicly that May Yet Be
Total Number Average Announced Purchased
of Shares Price Paid Plans or Under the Plans or
Period Purchased® per Share® Programs @ Programs ®
April 1 - April 30, 2014 01 $ 24.01 — 3 800.(
May 1 - May 31, 2014 — % 9.8: — % 800.(
June 1 - June 30, 204 — % 24.8( — % 800.(
Total 01 g 21.9( —

@ Amounts include repurchases under our stock repsectprograms and repurchases of our common stecBufoemployees in connection with
issuances of shares to satisfy minimum tax withinglabligations for the vesting of certain stockaags.

@ Shares were repurchased under our stock repurphageam approved by the Board in February 2014¢kvhuthorized us to purchase an aggregate
to $2.0 billion of our common stock. The $2.0 billiauthorization replaced the $1.0 billion authori@atapproved by the Board in July 2013. Future ¢
repurchases under this program will be subject tevéew of the circumstances in place at that tame will be made from time to time in priv
transactions or open market purchases as permitedcurities laws and other legal requireme

®  The month ended May 31, 2014 and June 30, 2014daslan immaterial number of shares repurchasediatsd with minimum tax withholding
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Item 6. Exhibits

Exhibit
Number Description of Document
10.1 Settlement, Release and Crassense Agreement, dated May 27, 2014, by and Etweniper Networks, Inc. and Palo Alto Networkes,
(incorporated herein by reference to Exhibit 10.1he Registrant's Current Report on Form 8-K fikéth the SEC on May 29, 2014)
10.2 Credit Agreement, dated as of June 27, 2014, byaamahg Juniper Networks, Inc., the lenders frometimtime party thereto and Citibal
N.A., as administrative agent (incorporated hebsirreference to Exhibit 10.1 to the Registrant'sré€nt Report on Form B-filed with the
SEC on June 27, 2014)
10.3 Juniper Networks, Inc. 2006 Equity Incentive Plasmamended May 21, 2014*
12.1 Computation of Ratio of Earnings to Fixed Charges*
31.1 Certification of Chief Executive Officer pursuantRule 13a-14(a)/15d-14(a) of the Securities Exghahct of 1934*
31.2 Certification of Chief Financial Officer pursuantRule 13a-14(a)/15d-14(a) of the Securities Exghahct of 1934*
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350*
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350*
101 The following materials from Juniper Network Ind@siarterly Report on Form 1Q-for the quarter ended June 30, 2014, formatteBRL
(Extensible Business Reporting Language): (i) ttendensed Consolidated Statements of OperationthéiilCondensed Consolida
Statements of Comprehensive Income, (iii) the Cordd Consolidated Balance Sheets, and (iv) the €@sed Consolidated Statement
Cash Flows, and (v) Notes to Condensed Consoliddtehcial Statements*
101.INS XBRL Instance Document*
101.SCH XBRL Taxonomy Extension Schema Document*
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuirie
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurtten
101.LAB XBRL Taxonomy Extension Label Linkbase Document*
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenth

*Filed herewith.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant had duly causisdRBport to be signed on its behalf by the
undersigned thereunto duly authorized.

Juniper Networks, Inc.

August 11, 201 By: /s/ Robyn M. Denholm
Robyn M. Denholm

Executive Vice President, Chief Financial and Opierss
Officer
(Duly Authorized Officer and Principal Financial f@er)

August 11, 201 By: /s/ Terrance F. Spidell
Terrance F. Spidell

Vice President, Corporate Controller and Chief Ageting
Officer

(Duly Authorized Officer and Principal Accountingf@er)
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Exhibit Index
Exhibit
Number Description of Document
10.1 Settlement, Release and Crassense Agreement, dated May 27, 2014, by and tetweniper Networks, Inc. and Palo Alto Networks.,
(incorporated herein by reference to Exhibit 10.1he Registrant's Current Report on Form 8-K fikéth the SEC on May 29, 2014)
10.2 Credit Agreement, dated as of June 27, 2014, byaamahg Juniper Networks, Inc., the lenders fronettmtime party thereto and Citibal
N.A., as administrative agent (incorporated hebgirreference to Exhibit 10.1 to the Registrant'sr€nt Report on Form B-filed with the
SEC on June 27, 2014)
10.3 Juniper Networks, Inc. 2006 Equity Incentive Plamamended May 21, 2014*
12.1 Computation of Ratio of Earnings to Fixed Charges*
311 Certification of Chief Executive Officer pursuantRule 13a-14(a)/15d-14(a) of the Securities Exgbafhct of 1934*
31.2 Certification of Chief Financial Officer pursuaotRule 13a-14(a)/15d-14(a) of the Securities Exgkafct of 1934*
32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350*
32.2 Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350*
101 The following materials from Juniper Network Indsiarterly Report on Form 1Q-for the quarter ended June 30, 2014, formattetBiRL
(Extensible Business Reporting Language): (i) ttend&nsed Consolidated Statements of Operationgh@i) Condensed Consolida
Statements of Comprehensive Income, (iii) the Cordéd Consolidated Balance Sheets, and (iv) the €2wedl Consolidated Statement
Cash Flows, and (v) Notes to Condensed Consolidatehcial Statements*
101.INS XBRL Instance Document*
101.SCH XBRL Taxonomy Extension Schema Document*
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuttie
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurtten
101.LAB XBRL Taxonomy Extension Label Linkbase Document*
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenth

*Filed herewith.
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EXHIBIT 10.3
JUNIPER NETWORKS, INC.

2006 EQUITY INCENTIVE PLAN
As amended May 21, 2014
1. Purposes of the Plan The purposes of this Equity Incentive Plan aratteact and retain the best available personmepdsitions ¢

substantial responsibility, to provide additionakteéntive to Service Providers and Outside Directimd to promote the success of
Company’s business.

Awards to Service Providers granted hereunder neajnbentive Stock Options, Nonstatutory Stock QmjoRestricted Stock, Restric
Stock Units, Stock Appreciation Rights, Performar&eares, Performance Units, Deferred Stock UnitDimidend Equivalents, at t
discretion of the Administrator and as reflectedhia terms of the written option agreement. Thisiiglncentive Plan also provides for
automatic, non-discretionary award of certain Avgaial Outside Directors as further specified herein.

2. Definitions. As used herein, the following definitions shadpdy:

(a) “ Administrator” shall mean the Board or any of its Committees a#l bk administering the Plan, in accordance wéht®n 4 of th
Plan.

(b) “ Annual Revenu€ shall mean the Company’s or a business simt sales for the Fiscal Year, determined in mlztwe witl
generally accepted accounting principles.

(c) “ Applicable Laws” shall mean the legal requirements relating to thmiaistration of equity incentive plans under Galific
corporate and securities laws and the Code.

(d) “ Award " shall mean, individually or collectively, a gramder the Plan of Incentive Stock Options, NonstajuStock Option:
Restricted Stock, Restricted Stock Units, Stock mpption Rights, Performance Shares, PerformanciésUDeferred Stock Units
Dividend Equivalents.

(e) “ Award Agreement shall mean the written or electronic agreementrggforth the terms and provisions applicable toheAwarc
granted under the Plan. The Award Agreement isestiltp the terms and conditions of the Plan.

(f) “ Awarded StocK shall mean the Common Stock subject to an Award.

(g) “Board " shall mean the Board of Directors of the Company.

(h) “ Cash Position” shall mean the Company'’s level of cash and casivaquts.
(i) “ Code” shall mean the Internal Revenue Code of 1986, anded.

()) “ Common Stock shall mean the Common Stock of the Company.

(k) “ Committee” shall mean the Committee appointed by the Boafdiigctors or a sub-committee appointed by the Beadésignate
committee in accordance with Section 4(a) of trenPif one is appointed.

() “Company” shall mean Juniper Networks, Inc.

(m) “ Consultant” shall mean any person, including an advisor, endjagehe Company or a Parent or Subsidiary to neselevices ar
who is compensated for such services; providedelrew that the term “Consultant” shall
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not include Outside Directors, unless such Outfidtectors are compensated for services to the Cagnpther than through payment
director’s fees and Award grants under Sectioneredr.

(n) “ Continuous Status as a Directdrmeans that the Director relationship is not intgted or terminated.

(o) “ Deferred Stock Unit means a deferred stock unit Award granted to adfzant pursuant to Section 16.

(p) “ Director " shall mean a member of the Board.
(q) “ Disability " means total and permanent disability as definegeiction 22(e)(3) of the Code.
() “ Dividend Equivalent’ shall mean a credit, payable in cash, made atifioeation of the Administrator, to the account d?aticipan

in an amount equal to the cash dividends paid @ Smare for each Share represented by an Awardblyefich Participant. Divide
Equivalents may be subject to the same vestingatishs as the related Shares subject to an Avadrithe discretion of the Administrator.

(s) “ Employee” shall mean any person, including Officers and Doex; employed by the Company or any Parent or iSlialog of the
Company. An Employee shall not cease to be an Braplin the case of (i) any leave of absence apdrbyehe Company or (i) transft
between locations of the Company or between thegaom its Parent, any Subsidiary, or any succe$smrpurposes of Incentive Stc
Options, no such leave may exceed ninety daysssimeemployment upon expiration of such leave &ranteed by statute or contrac
reemployment upon expiration of a leave of absaam@oved by the Company is not so guaranteed, ttiveie (3) months following tl
91st day of such leave any Incentive Stock Optield by the Participant shall cease to be treatehdscentive Stock Option and shal
treated for tax purposes as a Nonstatutory Stotlo@p

(t) “ Exchange Act' shall mean the Securities Exchange Act of 1934naasnded.

(u) “ Fair Market Value” shall mean, as of any date, the value of CommocokStetermined as follows:

(i) If the Common Stock is listed on a stock examrthe fair market value per Share shall be tbsirf) price on such exchange
reported in the Wall Street Journal on the datelaermination or, if the date of determination & a trading day, the immediat
preceding trading day;

(ii) If there is a public market for the Common &ktpthe fair market value per Share shall be tharmd the bid and asked pric
or closing price in the event quotations for ther@won Stock are reported on the National Markete&ysbf the Common Stock on
date of determination, as reported in the Wall&tdournal (or, if not so reported, as otherwigmred by the National Association
Securities Dealers Automated Quotation (NASDAQ)t&ys; or

(iii) In the absence of an established market fier Common Stock, the Fair Market Value shall bemeined in good faith by tl
Administrator.

(v) “ Fiscal Year” shall mean a fiscal year of the Company.

(w) “ Eull Value Award” shall mean a grant of Restricted Stock, a Restri€ick Unit, a Performance Share or a DeferredkStinit
hereunder.

(x) “ Incentive Stock Optiofi shall mean an Option intended to qualify as anritige stock option within the meaning of Sectior2 4 the
Code.

(y) “ Nonstatutory Stock Optioh shall mean an Option not intended to qualify atnaentive Stock Option.

(z) “ Officer ” shall mean a person who is an officer of the Compeithin the meaning of Section 16 of the ExchaAgéeand the rules ai
regulations promulgated thereunder.




(aa) “ Option " shall mean a stock option granted pursuant to lue. P

(bb) “ Optioned StocK shall mean the Common Stock subject to an Option.

(cc) “ Qutside Director” means a Director who is not an Employee or Constilta

(dd) “ Parent” shall mean a “parent corporation”, whether nowenelfter existing, as defined in Section 424(ehefCode.
(ee) “ Participant " shall mean an Employee or Consultant who receinesvaard.

(ff) “ Performance Goal§ shall mean the goal(s) (or combined goal(s)) ddatexchby the Administrator (in its discretion) to applicabli
to a Participant with respect to an Award. As deteed by the Administrator, the performance meastwe any performance period will
any one or more of the following objective performa criteria, applied to either the Company as alevbr, except with respect to stockho
return metrics, to a region, business unit, atfiliar business segment, and measured either obsatute basis or relative to a pstablishe
target, to a previous periadresults or to a designated comparison group, waitk,respect to financial metrics, which may beetdained i
accordance with United States Generally AcceptecbAnting Principles (GAAP™), in accordance with accounting principles estabtishy
the International Accounting Standards BoardiASB Principles’) or which may be adjusted when established to eecany items otherwi:
includable under GAAP or under IASB Principles:q@sh flow (including operating cash flow or fressk flow), (ii) cash position, (iii) reven
(on an absolute basis or adjusted for currencycefe(iv) revenue growth, (v) contribution marg{nj) gross margin, (vii) operating mart
(viii) operating expenses or operating expenses parcentage of revenue, (ix) earnings (which majude earnings before interest and te
earnings before taxes and net earnings), (x) egsrmer share, (xi) operating income, (xii) net imeg (xiii) stock price, (xiv) return on equi
(xv) total stockholder return, (xvi) growth in skdwlder value relative to a specified publicly reged index (such as the S&P 500 Ind
(xvii) return on capital, (xviii) return on asseasnet assets, (xix) return on investment, (xx)nenic value added, (xxi) operating profit or
operating profit, (xxii) operating margin, (xxiiarket share, (xxiv) contract awards or backlogyv)>overhead or other expense reduc
(xxvi) credit rating, (xxvii) objective customer ditators, (xxviii) new product invention or innoi@t, (xxix) attainment of research ¢
development milestones, (xxx) improvements in pobghity, (xxxi) attainment of objective operatingpas, and (xxxii) objective employ
metrics. The Performance Goals may differ from iBidnt to Participant and from Award to Award. particular, the Administrator m
appropriately adjust any evaluation of performamader a Performance Goal to exclude (a) any extimaary nonrecurring items, (b) the affe
of any merger, acquisition, or other business comatimn or divestiture or (ii) the effect of any dgs in accounting principles affecting
Company’s or a business units’, region’s, affiliater business segment’s reported results.

(gg) “ Performance Sharé shall mean a performance share Award granted &rtecipant pursuant to Section 14.

(hh) “ Performance Unit" means a performance unit Award granted to a Paaiitipursuant to Section 15.

(i) “Plan " shall mean this 2006 Equity Incentive Plan, as atadn

(i) “ Plan Minimum Vesting Requiremertsshall mean the minimum vesting requirements fot Falue Awards under Plan Section 4(b
(vi) hereunder.

(kk) “ Restricted StocR shall mean a restricted stock Award granted tortidjzant pursuant to Section 12.

(I “ Restricted Stock Unit shall mean a bookkeeping entry representing an atrequal to the Fair Market Value of one Sharenige
pursuant to Section 13. Each Restricted Stock tépitesents an unfunded and unsecured obligatitred@ompany.

(mm) “ Rule 16b3 " shall mean Rule 16b-3 of the Exchange Act or argcassor to Rule 168; as in effect when discretion is be
exercised with respect to the Plan.




(nn) “ Section 16(bY’ shall mean Section 16(b) of the Exchange Act.
(o0) “ Service Provider’ means an Employee or Consultant.
(pp) “ Share” shall mean a share of the Common Stock, as adjirseztordance with Section 21 of the Plan.

(qq) “ Stock Appreciation Right or “ SAR” shall mean a stock appreciation right grantedspant to Section 9 below.

(rr) “ Subsidiary” shall mean a “subsidiary corporation”, whether rmviereafter existing, as defined in Section 42dfthe Code.

3. Stock Subject to the Plan Subject to the provisions of Section 21 of thenPthe maximum aggregate number of shares whighbe
optioned and sold under the Plan is 149,500,00@shaf Common Stock plus any Shares subject tooptipns under the Comparsy200(
Nonstatutory Stock Option Plan and 1996 Stock ItigenPlan that are outstanding on the date this Rlacomes effective and t
subsequently expire unexercisedp to a maximum of an additional 75,000,000 Shatdisof the shares issuable under the Plan me
authorized, but unissued, or reacquired CommonkStoc

Any Shares subject to Options or SARs shall be tmlinagainst the numerical limits of this Sectioas3one Share for every Share sul
thereto. Any Shares subject to Performance Sheesstricted Stock or Restricted Stock Units withea ghare or unit purchase price lower
100% of Fair Market Value on the date of grantishalcounted against the numerical limits of thézt®n 3 as two and ortenth Shares fi
every one Share subject thereto. To the extental&tare that was subject to an Award that couasedvo and onéenth Shares against
Plan reserve pursuant to the preceding sentenmxygled back into the Plan under the next pardgiEpthis Section 3, the Plan shall
credited with two and one-tenth Shares.

If an Award expires or becomes unexercisable witlhawing been exercised in full, or, with respecRestricted Stock, Performance Sh
or Restricted Stock Units, is forfeited to or reghased by the Company at its original purchaseemtige to such Award failing to vest,
unpurchased Shares (or for Awards other than Optord SARs, the forfeited or repurchased shareghwiere subject thereto shall becc
available for future grant or sale under the Plamgss the Plan has terminated). With respect tRsSAvhen an SAR is exercised, the st
subject to a SAR grant agreement shall be courgathst the numerical limits of Section 3 abovepas share for every share subject the
regardless of the number of shares used to sh#ISAR upon exercise (i.e., shares withheld tsfyathe exercise price of an SAR shall
remain available for issuance under the Plan).&htdrat have actually been issued under the Plderamy Award shall not be returned to
Plan and shall not become available for futurerithistion under the Plan; provided, however, thablifares of Restricted Stock, Performs
Shares or Restricted Stock Units are repurchasetidoCompany at their original purchase price erfarfeited to the Company due to s
Awards failing to vest, such Shares shall beconalable for future grant under the Plan. Sharesl usepay the exercise price of an Op
shall not become available for future grant or sadder the Plan. Shares used to satisfy tax withihglobligations shall not become availz
for future grant or sale under the Plan. To themxan Award under the Plan is paid out in cadherathan stock, such cash payment sha
reduce the number of Shares available for issuander the Plan. Any payout of Dividend Equivalemt$erformance Units, because they
payable only in cash, shall not reduce the numlieBhares available for issuance under the Planvé&sgly, any forfeiture of Divider
Equivalents or Performance Units shall not increaaeenumber of Shares available for issuance utheelPlan.

4. Administration of the Plan

(a) Procedure.

(i) Multiple Administrative Bodies If permitted by Applicable Laws, the Plan may dd#ministered by different bodies with respec
Directors, Officers who are not Directors, and Eoyples who are neither Directors nor Officers.




(i) Section 162(m) To the extent that the Administrator determiniée be desirable to qualify Awards granted hereurad “performance-
based compensatiomiithin the meaning of Section 162(m) of the Codhe, Plan shall be administered by a Committee ctingisolely of tw«
or more “outside directors” within the meaning @&c8on 162(m) of the Code.

(iii) Administration With Respect to Officers SubjecSaxtion 16(b) With respect to Option grants made to Employebs are als
Officers subject to Section 16(b) of the Exchangg, Ahe Plan shall be administered by (A) the Bpirthe Board may administer the Plai
compliance with Rule 16B; or (B) a committee designated by the Board tiatster the Plan, which committee shall be coatid to compl
with Rule 16b3. Once appointed, such Committee shall continisetee in its designated capacity until otherwiseatied by the Board. Frc
time to time the Board may increase the size ofGbmmittee and appoint additional members, remogmbers (with or without cause) ¢
substitute new members, fill vacancies (howevesed)y and remove all members of the Committee lamcafter directly administer the Pl
all to the extent permitted by Rule 16b-3.

(iv) Administration With Respect to Other Person¥Vith respect to Award grants made to EmployeeSansultants who are not Offic
of the Company, the Plan shall be administered®)ythe Board, (B) a committee designated by therBoar (C) a sulsommittee designat
by the designated committee, which committee or-carhmittee shall be constituted to satisfy Appliealhlaws. Once appointed, si
Committee shall serve in its designated capacitil atherwise directed by the Board. The Board nrayease the size of the Committee
appoint additional members, remove members (withitirout cause) and substitute new members, fdbwaies (however caused), and ren
all members of the Committee and thereafter diyeadiminister the Plan, all to the extent permittgdApplicable Laws.

(v) Administration With Respect to Automatic GrantsOuwtsideDirectors. Automatic grants to Outside Directors shall bespant ti
Section 11 hereof and therefore shall not be stibjegny discretionary administration.

(b) Powers of the Administrator Subject to the provisions of the Plan (includthg noneiscretionary automatic grant to Outside Dire
provisions of Section 11), and in the case of a @dtee, subject to the specific duties delegatedth®y Board to such Committee,
Administrator shall have the authority, in its dstoon:

(i) to determine the Fair Market Value in accordamdth Section 2(v) of the Plan;

(ii) to select the Service Providers to whom Awamtisy be granted hereunder;

(iii) to determine whether and to what extent Awsade granted hereunder;

(iv) to determine the number of shares of CommariSto be covered by each Award granted hereunder;
(v) to approve forms of agreement for use undePiae;

(vi) to determine the terms and conditions, nobigistent with the terms of the Plan, of any Awgrdnted hereunder. Such terms
conditions include, but are not limited to, the rei®e price, the time or times when Awards veshay be exercised (which may be base
performance criteria), any vesting acceleratiowaiver of forfeiture restrictions (subject to comapice with applicable laws, including Cc
Section 409A), and any restriction or limitatiorgaeding any Award or the shares of Common Stocktirg thereto, based in each cas
such factors as the Administrator, in its sole idison, shall determine; provided, however, thahwespect to Full Value Awards vest
solely based on continuing as a Service Providey will vest in full no earlier (except if accedded pursuant to Section 21 herec
pursuant to change of control severance agreenegmésed into by and between the Company and anyicBeProvider) than the thr
(3) year anniversary of the grant date; providedher, that if vesting is not solely based on tuarnihg as a Service Provider, they will \
in full no earlier (except if accelerated pursuemSection 21 hereof or pursuant to change of obsgverance agreements entered int
and between the Company and any Service Providan)the one (1) year anniversary of the grant date;

(vii) to construe and interpret the terms of thanPand Awards granted pursuant to the Plan;
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(viii) to prescribe, amend and rescind rules amgilaions relating to the Plan;
(ix) to modify or amend each Award (subject to 88t¥ and Section 24(c) of the Plan);

(x) to authorize any person to execute on behati®@Company any instrument required to effectoifaet of an Award previously gran
by the Administrator;

(xi) to determine the terms and restrictions agflie to Awards;

(xii) to determine whether Awards will be adjustied Dividend Equivalents and whether such Dividétglivalents shall be subject
vesting; and

(xiii) to make all other determinations deemed ssaey or advisable for administering the Plan.

(c) Effect of Administratds Decision. All decisions, determinations and interpretatiofishe Administrator shall be final and binding
all Participants and any other holders of any Awagthnted under the Plan.

(d) Exception to Plan Minimum Vesting Requirements

(i) Full Value Awards that result in issuing up366 of the maximum aggregate number of shares akSiathorized for issuance un
the Plan (the 5% Limit") may be granted to any one or more Service Proviole@utside Directors without respect to the PlainiMum
Vesting Requirements.

(ii) All Full Value Awards that have their vestindiscretionarily accelerated, and all Options andRSAhat have their vesti
discretionarily accelerated 100%, other than, ithegicase, pursuant to (A) a merger or asset aisaction described in Section 21(c) he
(including vesting acceleration in connection wimployment termination following such event), (BParticipants death, or (C)
Participant’s Disability, are subject to the 5% ktim

(i) Notwithstanding the foregoing, the Administoa may accelerate the vesting of Full Value Awastdgh that the Plan Minimt
Vesting Requirements are still satisfied, withautts vesting acceleration counting toward the 5%it.im

(iv) The 5% Limit applies in the aggregate to Pédllue Award grants that do not satisfy Plan minimuesting requirements and to
discretionary vesting acceleration of Awards.

5. Eligibility . Awards may be granted only to Service Providersentive Stock Options may be granted only to Expgés. A Servic
Provider who has been granted an Award may, ifrhghe is otherwise eligible, be granted an addifigkward or Awards. Outside Directt
may only be granted Awards as specified in Sectibhereof.

6. Code Section 162(m) Provisions

(a) Option and SAR Annual Share LimitSubject to Section 7 below, no Participant shalgranted, in any Fiscal Year, Options and £
Appreciation Rights to purchase more than 2,000816éres; provided, however, that such limit shaldt000,000 Shares in the Participant
first Fiscal Year of Company service.

(b) Restricted Stock, Performance Share and Restristedk Unit Annualimit . No Participant shall be granted, in any Fiscahryenort
than 1,000,000 Shares in the aggregate of thewfoltn (i) Restricted Stock, (ii) Performance Shars(iii) Restricted Stock Units; provide
however, that such limit shall be 2,000,000 Shar¢ke Participant’s first Fiscal Year of Compamy\sce.




(c) Performance Units Annual Limit No Participant shall receive Performance Unitgny Fiscal Year, having an initial value gredber
$2,000,000, provided, however, that such limit sbal$4,000,000 in the Participant’s first FiscaaYy of Company service.

(d) Section 162(m) Performance RestrictiansFor purposes of qualifying grants of RestrictedcE, Performance Shares, Perform:
Units or Restricted Stock Units as “performanceebasompensationtinder Section 162(m) of the Code, the Administraitoiits discretior
may set restrictions based upon the achievemeRedbrmance Goals. The Performance Goals shalébbysthe Administrator on or befc
the latest date permissible to enable the RedfriSi®ck, Performance Shares, Performance Unitsestrigted Stock Units to qualify
“performance-based compensatiamider Section 162(m) of the Code. In granting Retetit Stock, Performance Shares, Performance GOr
Restricted Stock Units which are intended to qualihder Section 162(m) of the Code, the Administrathall follow any procedur
determined by it from time to time to be necessargippropriate to ensure qualification of the Awandler Section 162(m) of the Code (e.g
determining the Performance Goals).

(e) Changes in Capitalization The numerical limitations in Sections 6(a) anjigiiall be adjusted proportionately in connectiathvany
change in the Company’s capitalization as describ&kction 16(a).

7. No Repricing. The exercise price for an Option or SAR may mdtrédduced without the consent of the Comparsgdbckholders. Th
shall include, without limitation, a repricing dfige Option or SAR as well as an Option or SAR exgeaprogram whereby the Particip
agrees to cancel an existing Option in exchangard®ption, SAR or other Award. If an Option or SARcancelled in the same Fiscal Ye:
which it was granted (other than in connection wathransaction described in Section 14), the ctteDption or SAR as well as &
replacement Option or SAR will be counted agaihst limits set forth in section 6(a) above. Moregvkthe exercise price of an Option
SAR is reduced, the transaction will be treated aancellation of the Option or SAR and the grdra new Option or SAR.

8. Stock Options

(a) Type of Option Each Option shall be designated in the Award Agrent as either an Incentive Stock Option or a Naasry Stoc
Option. However, notwithstanding such designatidasthe extent that the aggregate Fair Market Vau§€hares subject to a Participant’
incentive stock options granted by the Company, Rasent or Subsidiary, that become exercisabl¢h®ffirst time during any calendar y
(under all plans of the Company or any Parent dysiliary) exceeds $100,000, such excess Optiorikshareated as Nonstatutory St
Options. For purposes of this Section 8(a), ineensitock options shall be taken into account indrder in which they were granted, and
Fair Market Value of the Shares shall be determaeedf the time of grant.

(b) Term of Option The term of each Option shall be stated in theddaf Grant; provided, however, that the termlldba seven (7) yea
from the date of grant or such shorter term as beyprovided in the Notice of Grant. Moreover, i ttase of an Incentive Stock Opt
granted to a Participant who, at the time the ItieenStock Option is granted, owns stock represgninore than ten percent (10%) of
voting power of all classes of stock of the Companwny Parent or Subsidiary, the term of the ItigerStock Option shall be five (5) ye
from the date of grant or such shorter term as beagrovided in the Notice of Grant.

(c) Exercise Price and Consideration

(i) The per Share exercise price for the Sharesetissued pursuant to exercise of an Option steakuch price as is determined by
Administrator, but shall be subject to the follogin

(A) In the case of an Incentive Stock Option
(1) granted to an Employee who, at the time thentige Stock Option is granted, owns stock repriéxsgmore than ten percent (10%

the voting power of all classes of stock of the @any or any Parent or Subsidiary, the per Shareseeprice shall be no less than 110¢
the Fair Market Value per Share on the date oftgran




(2) granted to any Employee, the per Share exeprise shall be no less than 100% of the Fair Miaxkadue per Share on the date
grant.

(B) In the case of a Nonstatutory Stock Option, iee Share exercise price shall be no less thabldfGthe Fair Market Value per Sh
on the date of grant.

(i) The consideration to be paid for the Sharebadssued upon exercise of an Option, includimgntiethod of payment, shall be determ
by the Administrator and may consist entirely obltacheck; delivery of a properly executed exerciséice together with such otl
documentation as the Committee and the brokeppfieable, shall require to effect an exercisehaf vption and delivery to the Compan:
the sale proceeds required; or any combinatiomuct snethods of payment, or such other consideratichmethod of payment for the issue
of Shares to the extent permitted under Applicalals. Consideration to be paid for the Shares @msett by the exercise of an automatic <
option grant to an Outside Director will be limitemthose methods set forth in Section 11.

9. Stock Appreciation Rights.

(a) Grant of SARs Subiject to the terms and conditions of the P&&iRs may be granted to Participants at any timefiamd time to tim
as shall be determined by the Administrator, insitde discretion. Subject to Section 6(a) herelog, Administrator shall have compl
discretion to determine the number of SARs gratdezhy Participant.

(b) Exercise Price and other Terms The per share exercise price for the Shares tsdwed pursuant to exercise of an SAR she
determined by the Administrator and shall be ns kean 100% of the Fair Market Value per sharehendate of grant. Otherwise, subjec
Section 6(a) of the Plan, the Administrator, subjecthe provisions of the Plan, shall have congpldiscretion to determine the terms
conditions of SARs granted under the Plan; providexvever, that no SAR may have a term of more g8evwen(=7) years from the date
grant.

(c) Payment of SAR Amount Upon exercise of a SAR, a Participant shall kitled to receive payment from the Company in aroan
determined by multiplying:

(i) The difference between the Fair Market Value@hare on the date of exercise over the exgutise; times
(i) The number of Shares with respect to whichS#eR is exercised.
(d) Payment upon Exercise of SARAt the discretion of the Administrator, but ordg specified in the Award Agreement, payment

SAR may be in cash, Shares or a combination thetetife Award Agreement is silent as to the forfrpayment, payment of the SAR n
only be in Shares.

(e) SAR Agreement Each SAR grant shall be evidenced by an Awarde@grent that shall specify the exercise price, éhm bf the SAF
the conditions of exercise, whether it may be sdtih cash, Shares or a combination thereof, antl sther terms and conditions as
Administrator, in its sole discretion, shall detarm

(f) Expiration of SARs A SAR granted under the Plan shall expire upenddite determined by the Administrator, in its sbéeretion, an
set forth in the Award Agreement.

10. Exercise of Option or SAR

(a) Procedure for Exercise; Rights as a Shareholdey Option or SAR granted hereunder shall ber@gable at such times and un
such conditions as determined by the Administratauding performance criteria with respect to @empany and/or the Participant, an
shall be permissible under the terms of the Plan.

An Option or SAR may not be exercised for a fratid a Share.

An Option or SAR shall be deemed to be exercisednairitten notice of such exercise has been giwghd Company in accordance v
the terms of the Option or SAR by the person autitb exercise the Option or SAR and,
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with respect to Options only, full payment for tBkares with respect to which the Option is exetchss been received by the Company. '
respect to Options only, full payment may, as attied by the Administrator, consist of any considiem and method of payment allowe
under Section 8(d) of the Plan. Until the issuafeeevidenced by the appropriate entry on the boblkise Company or of a duly authori:
transfer agent of the Company) of the stock cegté evidencing such Shares, no right to vote ceive dividends or any other rights ¢
shareholder shall exist with respect to the OptioStock, notwithstanding the exercise of the Optidp adjustment will be made fo
dividend or other right for which the record daeprior to the date the stock certificate is isswe@ept as provided in Section 21 of the Plan.

(b) Termination of Status as a Service Providelf an Employee or Consultant ceases to serveSssace Provider, he or she may, but
within 90 days (or such other period of time agdésermined by the Administrator and as set fortthan Option or SAR Agreement) after
date he or she ceases to be a Service Providecjsxdis or her Option or SAR to the extent trebhshe was entitled to exercise it at the
of such termination. To the extent that he or shs not entitled to exercise the Option or SAR atdhte of such termination, or if he or
does not exercise such Option or SAR (which heher was entitled to exercise) within the time speditherein, the Option or SAR st
terminate.

(c) Disability . If a Participant ceases to be a Service Prowadea result of the ParticipasitDisability, the Participant may exercise hi
her Option or SAR within such period of time asjcified in the Award Agreement to the extent@ion or SAR is vested on the datt
termination (but in no event later than theiration of the term of such Option or SAR asfegth in the Award Agreement). In the absence
specified time in the Award Agreement, the OptianSAR shall remain exercisable for twelve (12) nenfollowing the Participard’
termination. If, on the date of termination, thetR#ant is not vested as to his or her entirei@pbr SAR, the Shares covered by the unve
portion of the Option or SAR shall revert to tha®lIf, after termination, the Participant does exdrcise his or her Option or SAR within
time specified herein, the Option shall terminare] the Shares covered by such Option or SAR shadlt to the Plan.

(d) Death of Participant If a Participant dies while a Service Providée Dption or SAR may be exercised following thetiBgant’s
death within such period of time as is specifieth@ Award Agreement (but in no event may the aphie exercised later than the expiratio
the term set forth in the Award Agreement), by Beeticipants designated beneficiary, provided such benefidiay been designated prio
Participants death in a form acceptable to the Administrdfaro such beneficiary has been designated by #rddipant, then such Option
SAR may be exercised by the personal representatittee Participans estate or by the person(s) to whom the OptioBAR is transferre
pursuant to the ParticipastWill or in accordance with the laws of descend distribution. In the absence of a specified timeéhe Awarc
Agreement, the Option or SAR shall remain exerdesddr twelve (12) months following Participastdeath. If the Option or SAR is not

exercised within the time specified herein, thei@pbr SAR shall terminate, and the Shares covbyeslich Option or SAR shall revert to
Plan.

11. Automatic Grants to Outside Directors

(a) Procedure for Grants All grants of Awards to Outside Directors undeistPlan shall be automatic and ndiseretionary and shall
made strictly in accordance with the provisionshis Section 11:

(i) No person shall have any discretion to seldgictv Outside Directors shall be granted Awardsooddtermine the number of Share
be covered by Awards granted to Outside Directors.

(ii) At each of the Compang’annual stockholder meetings (A) each OutsidecRiravho was an Outside Director on the date ofpttier
year's annual stockholder meeting shall be automatigaiynted Restricted Stock Units for a number ofr&haqual to the Annual Val
(rounded down to the nearest whole share), an&@4B) Outside Director who was not an Outside Diregch the date of the prior year’
annual stockholder meeting shall receive a Restti@tock Unit for a number of Shares equal to éisedr of (x) the Annual Value or (y
number determined by multiplying the Annual Valueafraction, the numerator of which is eitherifilthe case of an individual that fi
became an Outside Director after the date of sadua stockholder meeting, the number of days ndé/idual has served as a Directo
(1) in the case of a Director who has transitiofigan an employee director to an Outside
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Director, the number of days served as a Diredtaresthe date the Director ceased to be an empleywkthe denominator of which is 3
rounded down to the nearest whole Share. Each aspaaified in A and B are generically referred $caa “Annual Award’. The “ Annua
Value” means the number equal to $225,000 divided by theage daily closing price over the six month pgrimding on the last day
the fiscal year preceding the date of grant.

(i) Notwithstanding the provisions of subsecti@iy hereof, in the event that an automatic grastelunder would cause the numbe
Shares subject to outstanding Awards plus the numb&hares previously purchased upon exerciseptfo@s or issued upon vesting
Restricted Stock Units or other fulelue Awards to exceed the number of Shares aVaiffab issuance under the Plan, then each
automatic grant shall be for that number of Shaetermined by dividing the total number of Sham®aining available for grant by 1
number of Outside Directors on the automatic gdaté. Any further grants shall then be deferredl anth time, if any, as additional She
become available for grant under the Plan.

(iv) Each Annual Award shall become 100% vestedhenearlier of (A) the one year anniversary ofghent date, and (B) the day prio
the date of the Comparg/next annual stockholder meeting, subject in eittase to the Participant maintaining Continuoustust as
Director through the vesting date.

(b) Prior Automatic Stock Option Grant#\ny Stock Options previously granted under thést®n 11 shall continue to be governed by
terms of the Plan as in effect when such Stock dbptiwere granted and the terms of the applicaldekSDption agreements, provid
however, that the section entitled “ConsiderationExercising Outside Director Stock Optioragiplicable to Stock Options previously grai
under this Section 11 shall be amended and restatedentirety as follows;

“Consideration for Exercising Outside Director St@gitions. The consideration to be paid for the &hdéw be issued upon exercis
an automatic Outside Director Option shall consigirely of cash, check, delivery of other Sharéh &n aggregate Fair Market Value on
date of surrender equal to the aggregate exerdise @f the Shares as to which such Option wilelgercised, withholding by the Compan
Shares with an aggregate Fair Market Value on #te df exercise equal to the exercise price otlsergiie upon the exercise of the Optiol
to the extent permitted by Applicable Laws, deliveff a properly executed exercise notice, togethién such other documentation as
Administrator and the broker, if applicable, shakjuire to effect an exercise of the Option andvdey to the Company of the sale proce
required to pay the exercise price, or any comlnatf such methods of payment.”

(c) Reservation of RightsThe Board reserves the right to amend this Sedtioto again provide for the automatic grant afc&tOptions c
other Awards to Outside Directors.

12. Restricted Stock

(a) Grant of Restricted Stock Subject to the terms and conditions of the PRastricted Stock may be granted to Participangatime a
shall be determined by the Administrator, in itdesdiscretion. Subject to Section 6(b) hereof adl \ae the Plan Minimum Vestil
Requirements set forth in Sections 4(b)(vi) and) 4(@reof, the Administrator shall have completecditon to determine (i) the number
Shares subject to a Restricted Stock award grdatady Participant, and (ii) the conditions thatsinbe satisfied, which typically will be ba:
principally or solely on continued provision of giees but may include a performansased component, upon which is conditioned thet
vesting or issuance of Restricted Stock.

(b) Other Terms. The Administrator, subject to the provisions bé tPlan, shall have complete discretion to detezntie terms ar
conditions of Restricted Stock granted under tlaPprovided that Restricted Stock may only beddsu the form of Shares. Restricted S
grants shall be subject to the terms, conditiond,rastrictions determined by the Administratothat time the stock or the restricted stock
is awarded. The Administrator may require the riecipto sign a Restricted Stock Award agreement aondition of the award. Al
certificates representing the Shares of stock asghstiall bear such legends as shall be determingtebAdministrator.
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(c) Restricted Stock Award AgreemenEach Restricted Stock grant shall be evidenceainbggreement that shall specify the purchase
(if any) and such other terms and conditions asAfministrator, in its sole discretion, shall debéme; provided; however, that if the Restric
Stock grant has a purchase price, such purchase prist be paid no more than seven (7) years foltpthe date of grant.

13. Restricted Stock Units

(@) Grant. Restricted Stock Units may be granted at any tamd from time to time as determined by the Adntiatsr. After thi
Administrator determines that it will grant Resteid Stock Units under the Plan, it shall adviseRBgticipant in writing or electronically of t
terms, conditions, and restrictions related togtamnt, including the number of Restricted Stockttlaind the form of payout, which, subjec
Section 6(b) hereof, may be left to the discretibthe Administrator.

(b) Vesting Criteria and Other Terms Subject to the Plan Minimum Vesting Requiremesetsforth in Sections 4(b)(vi) and 4(d) hereof,
Administrator shall set vesting criteria in its histion, which, depending on the extent to whiah ¢hteria are met, will determine the numr
of Restricted Stock Units that will be paid outth® Participant. The Administrator may set vestinigeria based upon the achievemer
Companywide, business unit, or individual goals (includitogit not limited to, continued employment), or anier basis determined by
Administrator in its discretion.

(c) Earning Restricted Stock Units Upon meeting the applicable vesting criteria, Baticipant shall be entitled to receive a payex
specified in the Restricted Stock Unit Award Agresmn Notwithstanding the foregoing, at any timeeathe grant of Restricted Stock Ur
the Administrator, in its sole discretion, may redwr waive any vesting criteria that must be rageteive a payout.

(d) Form and Timing of Payment Payment of earned Restricted Stock Units shathbde as soon as practicable after the date(§)réa
in the Restricted Stock Unit Award Agreement. ThdimAnistrator, in its sole discretion, but only aesified in the Award Agreement, may |
earned Restricted Stock Units in cash, Sharesconwination thereof. If the Award Agreement igstlas to the form of payment, paymer
the Restricted Stock Units may only be in Shares.

(e) Cancellation. On the date set forth in the Restricted Stock BWmiard Agreement, all unearned Restricted Stockdshall be forfeite
to the Company.

14. Performance Shares

(a) Grant of Performance Shares Subject to the terms and conditions of the PPamformance Shares may be granted to Participaats,
time as shall be determined by the Administratorits sole discretion. Subject to Section 6(b) bkas well as the Plan Minimum Vest
Requirements set forth in Sections 4(b)(vi) and) 4(@reof, the Administrator shall have completecditon to determine (i) the number
Shares subject to a Performance Share award grameanly Participant, and (ii) the conditions thaisinbe satisfied, which typically will
based principally or solely on achievement of pernance milestones but may include a seriased component, upon which is conditic
the grant or vesting of Performance Shares. Pedoca Shares shall be granted in the form of uaitctjuire Shares. Each such unit she
the equivalent of one Share for purposes of detengithe number of Shares subject to an Award.|Wmi Shares are issued, no right to
or receive dividends or any other rights as a stolder shall exist with respect to the units towaegShares.

(b) Other Terms. The Administrator, subject to the provisions bé tPlan, shall have complete discretion to detezntie terms ar
conditions of Performance Shares granted undePlae. Performance Share grants shall be subjetttetderms, conditions, and restricti
determined by the Administrator at the time theckts awarded, which may include such performadased milestones as are determ
appropriate by the Administrator. The Administrateay require the recipient to sign a Performanca&hAward Agreement as a conditio
the award. Any certificates representing the Shafesock awarded shall bear such legends as Ishalktermined by the Administrator.
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(c) Performance Share Award AgreementEach Performance Share grant shall be evidengeahbAward Agreement that shall spe
such other terms and conditions as the Administraiats sole discretion, shall determine.

15. Performance Units

(a) Grant of Performance Units Performance Units are similar to Performance &harxcept that they shall be settled in a casivaeun!
to the Fair Market Value of the underlying Shardstermined as of the vesting date. Subject to ¢nmd and conditions of the PI
Performance Units may be granted to Participan@ngttime and from time to time as shall be deteediby the Administrator, in its st
discretion. The Administrator shall have compleiscibtion to determine the conditions that musséatsfied, which typically will be bas
principally or solely on achievement of performangiéestones but may include a serviz@sed component, upon which is conditioned thet
or vesting of Performance Units. Performance Uslitall be granted in the form of units to acquirer®b. Each such unit shall be the «
equivalent of one Share of Common Stock. No righidte or receive dividends or any other righta asockholder shall exist with respec
Performance Units or the cash payable thereunder.

(b) Number of Performance Units Subject to Section 6(c) hereof, the Administratolt have complete discretion in determining
number of Performance Units granted to any Partitip

(c) Other Terms. The Administrator, subject to the provisions bé tPlan, shall have complete discretion to detezntie terms ar
conditions of Performance Units granted under tte.PPerformance Unit grants shall be subject o tdrms, conditions, and restricti
determined by the Administrator at the time thengiia awarded, which may include such performdmased milestones as are determ
appropriate by the Administrator. The Administrateay require the recipient to sign a Performanci &greement as a condition of the aw
Any certificates representing the units awardedl $iear such legends as shall be determined byjdmainistrator.

(d) Performance Unit Award AgreementEach Performance Unit grant shall be evidencedrbggreement that shall specify such term:
conditions as the Administrator, in its sole disiore, shall determine.

16. Deferred Stock Units

(a) Description. Deferred Stock Units shall consist of a Restdcitock, Restricted Stock Unit, Performance Shar@esformance Ur
Award that the Administrator, in its sole discretipermits to be paid out in installments or on feded basis, in accordance with rules
procedures established by the Administrator, stligethe Plan Minimum Vesting Requirements sethfant Sections 4(b)(vi) and 4(d) here
Deferred Stock Units shall remain subject to tteénst of the Company’s general creditors until distied to the Participant.

(b) 162(m) Limits. Deferred Stock Units shall be subject to the ahriil62(m) limits applicable to the underlying Resed Stock
Restricted Stock Unit, Performance Share or Pedioce Unit Award as set forth in Section 6 hereof.

17. Leaves of Absence If as a condition to be granted an unpaid ledabsence by the Company, a Participant agreevéisting shall t
suspended during all or a portion of such leavalifence, (except as otherwise required by Appkcablws) vesting of Awards gran
hereunder shall cease during such agreed upompartithe unpaid leave of absence and shall omlgmenence upon return to active service.

18. Part-Time Service Unless otherwise required by Applicable Lawssfa condition to being permitted to work on a thss fulltime
basis, the Participant agrees that any seivased vesting of Awards granted hereunder shaktended on a proportionate basis in conne
with such transition to a less than a fiithe basis, vesting shall be adjusted in accordamite such agreement. Such vesting sha
proportionately readjusted prospectively in the event that the Emgoyubsequently becomes regularly scheduled to aduakional hours «
service.

19. NonTransferability of Awards Except as determined otherwise by the Administrat its sole discretion (but never a transfe
exchange for value), Awards may not be sold, plddgssigned, hypothecated, transferred, or disposadany manner other than by will
by the laws of descent or distribution and may ker@sed, during the lifetime of the Participant)yoby the Participant, without the pr
written consent of the Administrator.
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20. Stock Withholding to Satisfy Withholding T@kligations. When a Participant incurs tax liability in contien with the exercis
vesting or payout, as applicable, of an Award, Whix liability is subject to tax withholding undapplicable tax laws, and the Participai
obligated to pay the Company an amount requiredetavithheld under applicable tax laws, the Paréioipmay satisfy the withholding 1
obligation by electing to have the Company withhiotin the Shares to be issued upon exercise dgi®n or SAR or the Shares to be iss
upon payout or vesting of the other Award, if athyat number of Shares having a Fair Market Valugakdp the amount required to
withheld. The Fair Market Value of the Shares towbthheld shall be determined on the date thatatmeunt of tax to be withheld is to
determined (the Tax Date").

All elections by a Participant to have Shares wettHor this purpose shall be made in writing ifoem acceptable to the Administrator i
shall be subject to the following restrictions:

(a) the election must be made on or prior to th@iegble Tax Date; and
(b) all elections shall be subject to the consemtigapproval of the Administrator.
In the event the election to have Shares subjeahtAward withheld is made by a Participant andTthe Date is deferred under Sectior
of the Code because no election is filed underi@e&3(b) of the Code, the Participant shall reedhve full number of Shares with respec
which the Option or SAR is exercised or other Awardrested but such Participant shall be uncontitig obligated to tender back to

Company the proper number of Shares on the Tax Date

21. Adjustments Upon Changes in Capitalization, Dissoiy Merger or AsseBale.

(a) Changes in Capitalization Subject to any required action by the sharehsldéthe Company, the number of shares of Commock
covered by each outstanding Award, and the numbshares of Common Stock which have been authofizeidsuance under the Plan bu
to which no Awards have yet been granted or whinhehbeen returned to the Plan upon cancellati@xpiration of an Award, as well as
price per share of Common Stock covered by each sutstanding Award, the annual share limitationdar Sections 6(a) and (b) hereof,
the number of Shares subject to Annual Award grémt®utside Directors under Section 11 hereof sbalproportionately adjusted for ¢
increase or decrease in the number of issued stlir€ommon Stock resulting from a stock split, mseestock split, stock divider
combination or reclassification of the Common Stogk any other increase or decrease in the numbésoed shares of Common St
effected without receipt of consideration by thex@any; provided, however, that conversion of anyestible securities of the Company s
not be deemed to have been “effected without réadiponsideration.’'Such adjustment shall be made by the Board, whetardination i
that respect shall be final, binding and conclusknecept as expressly provided herein, no issubgdhe Company of shares of stock of
class, or securities convertible into shares oflstaf any class, shall affect, and no adjustmentdagon thereof shall be made with respe
the number or price of shares of Common Stock stibjean Award.

(b) Dissolution or Liguidation In the event of the proposed dissolution or ligtion of the Company, the Administrator shall fyo&act
Participant as soon as practicable prior to thectiffe date of such proposed transaction. The Adtnator in its discretion (but not with resg
to Options granted to Outside Directors) may previior a Participant to have the right to exerciseon her Option or SAR until ten (10) di
prior to such transaction as to all of the Awarddck covered thereby, including Shares as to wthehAward would not otherwise
exercisable. In addition, the Administrator mayvide that any Company repurchase option or forfeitights applicable to any Award s}
lapse 100%, and that any Award vesting shall acatele 00%, provided the proposed dissolution aridigtion takes place at the time and ir
manner contemplated. To the extent it has not Ipeeviously exercised (with respect to Options aAdRS) or vested (with respect to ot
Awards), an Award will terminate immediately priorthe consummation of such proposed action.

13




(c) Merger or Asset Sale

(i) Stock Options and SARsIn the event of a merger of the Company withndo ianother corporation, or the sale of substadptél of the
assets of the Company, each outstanding OptionS&Rl shall be assumed or an equivalent option or SABstituted by the succes
corporation or a Parent or Subsidiary of the susmesorporation. In the event that the successqrotation refuses to assume or substitut
the Option or SAR, the Participant shall fully vestand have the right to exercise the Option oRS% to all of the Awarded Stock, includ
Shares as to which it would not otherwise be vesteéxercisable. If an Option or SAR becomes fulgsted and exercisable in lieu
assumption or substitution in the event of a meagexsset sale, the Administrator shall notify Bragticipant in writing or electronically that 1
Option or SAR shall be fully vested and exercisdblea period of thirty (30) days from the datesoich notice, and the Option or SAR s
terminate upon the expiration of such period. Wehpect to Options granted to Outside Directorgdha event that the Outside Directo
required to terminate his or her position as arnstdetDirector at the request of the acquiring giithin 12 months following such merger
asset sale, each outstanding Option held by sutsideuDirector shall become fully vested and exsatgie, including as to Shares as to whi
would not otherwise be exercisable, unless the daarits discretion, determines otherwise.

(i) Restricted Stock, Restricted Stock Units, Perfomadbhares, Performandénits, Deferred Stock Units and Dividend Equivagentin
the event of a merger of the Company with or imether corporation, or the sale of substantiallyoflthe assets of the Company, €
outstanding Restricted Stock, Restricted Stock,Uretformance Share, Performance Unit, Dividend\Edent and Deferred Stock Unit aw.
(and any related Dividend Equivalent) shall be am=il or an equivalent Restricted Stock, Restrictémtks Unit, Performance Sha
Performance Unit, Dividend Equivalent and Defer&dck Unit award (and any related Dividend Equinglesubstituted by the succes
corporation or a Parent or Subsidiary of the susmesorporation. In the event that the successqrocation refuses to assume or substitut
the Restricted Stock, Restricted Stock Unit, Penfoice Share, Performance Unit, Dividend Equivadentt Deferred Stock Unit award (z
any related Dividend Equivalent), the Participamlsfully vest in the Restricted Stock, Restric&tbck Unit, Performance Share, Performi
Unit, Dividend Equivalent and Deferred Stock Unitaad (and any related Dividend Equivalent), inchglias to Shares (or with respec
Dividend Equivalents and Performance Units, thehocaeguivalent thereof) which would not otherwise \msted. For the purposes of -
paragraph, a Restricted Stock, Restricted Stock, Brdrformance Share, Performance Unit, Dividendident and Deferred Stock U
award (and any related Dividend Equivalent) shalkbnsidered assumed if, following the merger setasale, the award confers the rigt
purchase or receive, for each Share (or with raégpelividend Equivalents and Performance Units, tash equivalent thereof) subject to
Award immediately prior to the merger or asset ,stle consideration (whether stock, cash, or ofieeurities or property) received in
merger or asset sale by holders of the Commaogtmmon stock for each Share held on the effedtite of the transaction (and if holders v
offered a choice of consideration, the type of aerstion chosen by the holders of a majority & tlutstanding Shares); provided, howe
that if such consideration received in the mergeasset sale is not solely common stock of the essmr corporation or its Parent,
Administrator may, with the consent of the successoporation, provide for the consideration toréeeived, for each Share and each unit/
to acquire a Share subject to the Award (other biardend Equivalents and Performance Units) tesbkely common stock of the succes
corporation or its Parent equal in fair market eala the per share consideration received by heldethe Compang common stock in tl
merger or asset sale.

22. Time of Granting Awards The date of grant of an Award shall, for all pses, be the date on which the Administrator malke
determination granting such Award. Notice of théedmination shall be given to each Employee or @ttast to whom an Award is so gran
within a reasonable time after the date of suchtgra

23. Term of Plan The Plan shall continue in effect until Marcr2016 .

24. Amendment and Termination of the Plan

(a) Amendment and Termination The Board may at any time amend, alter, suspetefminate the Plan.

(b) Shareholder Approval The Company shall obtain shareholder approvahgfPlan amendment to the extent necessary anclblesic
comply with Rule 16b-3 or with Section 422 of thed@ (or any successor rule or statute
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or other applicable law, rule or regulation, indhglthe requirements of any exchange or quotatystesn on which the Common Stock is lis
or quoted). Such shareholder approval, if requisb@d)l be obtained in such a manner and to suayeed as is required by the applicable
rule or regulation.

(c) Effect of Amendment or TerminationNo amendment, alteration, suspension or terntinatf the Plan shall impair the rights of .
Participant, unless mutually agreed otherwise betvtbe Participant and the Administrator, whicheagnent must be in writing and signec
the Participant and the Company.

25. Conditions Upon Issuance of SharesShares shall not be issued pursuant to the aeeofian Option unless the exercise of such O
and the issuance and delivery of such Shares mirthereto shall comply with all relevant provissoof law, including, without limitation, ti
Securities Act, the Exchange Act, the rules andileggpns promulgated thereunder, state securities,| and the requirements of any s
exchange upon which the Shares may then be listetishall be further subject to the approval ofnsalifor the Company with respect to s
compliance.

As a condition to the exercise or payout, as appl& of an Award, the Company may require thegreexercising such Option or SAR,
in the case of another Award (other than a DividEgdivalent or Performance Unit), the person rangithe Shares upon vesting, to rend:
the Company a written statement containing suckesgmtations and warranties as, in the opinioroahsel for the Company, may be requ
to ensure compliance with any of the aforementioméelvant provisions of law, including a represéntathat the Shares are being purch
only for investment and without any present intemtto sell or distribute such Shares, if, in thénam of counsel for the Company, suc
representation is required.

26. Reservation of Shares The Company, during the term of this Plan, wilaktimes reserve and keep available such numb8hares ¢
shall be sufficient to satisfy the requirementstiod Plan. Inability of the Company to obtain auityofrom any regulatory body havi
jurisdiction, which authority is deemed by 1
Companys counsel to be necessary to the lawful issuandesale of any Shares hereunder, shall relieve dmepany of any liability in respe

of the failure to issue or sell such Shares ashiclwsuch requisite authority shall not have beetaioed.
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EXHIBIT 12.1
Juniper Networks, Inc.

Statements of Computation of Ratio of Earnings to iked Charges
(In millions, except ratios)

Six Months Ended

June 30, Years Ended December 31,
2014 2013 2012 20119 2010" 2009"
Earnings for computation of ratio:
Pre-tax income from continuing operations
before adjustment for noncontrolling
interests in consolidated subsidiaries or
income from equity investees $ 442t $ 518.« $ 266.C $ 572.C $ 769.t $ 317.¢
Fixed charges 42.4 76.1 72.C 69.2 16.¢ 17.C
Amortization of capitalized interest 0.2 0.4 — — — —
Less:
Interest capitalized (1.9 (1.9 (7.2) (1.2 — —
Noncontrolling interest in pre-tax income
of subsidiaries that have not incurred
fixed charges — — — — (1.3 —
Total earnings $ 483.7 $ 593.C $ 330.¢ $ 640.C $ 785.C $ 334.¢
Fixed charges:
Interest expense $ 32¢ $ 581 $ 522 $ 48¢ $ — $ —
Interest capitalized 14 1.¢ — — — —
Amortized premiums, discounts, and
capitalized expenses relating to
indebtedness 0.4 0.3 0.€ 0.€ — —
Estimate of interest within rental expense 7.7 15.¢ 19.C 19.7 16.¢ 17.C
Total fixed charges $ 424§ 761 $ 720 $ 69z $§ 168 § 17.C
Ratio of earnings to fixed charges 114 7.6 4.€ 9.2 46.¢ 19.7

O For these ratios, "earnings" represents incomerbafxes before adjustment for noncontrolling ie$és in equity investments and fixed charges, &eal]
for interest capitalized and noncontrolling intériespre-tax income of subsidiaries that have not incurieeldf charges



EXHIBIT 31.1

Certification of Chief Executive Officer
Pursuant to
Exchange Act Rules 13a-14(a) and 15d-14(a),
As Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Shaygan Kheradpir, certify that:
1. I have reviewed this quarterly report on FormQ@f Juniper Networks, In

2. Based on my knowledge, this report does not cormjnuntrue statement of a material fact or om#tede a material fact necessary to n
the statements made, in light of the circumstanoeler which such statements were made, not misigadih respect to the period cove
by this report;

3. Based on my knowledge, the financial statement$ oéimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrant's other certifying officer(s) andirke responsible for establishing and maintainirgcldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportireg @efined in Exchange Act Rules 13¢
15(f) and 15d-15(f)) for the registrant and have:

(&) Designed such disclosure controls and proceduresaosed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duriig period in which this report is being prepared;

(b) Designed such internal control over financial réipg; or caused such internal control over finahorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principles;

(c) Evaluated the effectiveness of the registrant'slalsire controls and procedures and presentedsimgport our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; anc

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting tlvatcurred during the registrant's v
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thatrhaterially affected, or is reasone
likely to materially affect, the registrant's imait control over financial reporting; and

5. The registrant's other certifying officer(s) andhdve disclosed, based on our most recent evaluafianternal control over financi
reporting, to the registrant's auditors and theitacmmmittee of the registrant's board of direct@ws persons performing the equival
functions):

(&) All significant deficiencies and material weaknesse the design or operation of internal controéiofinancial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize, and ntefprancial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registrant's interi
control over financial reporting.

Date: August 11, 2014
/sl Shaygan Kheradpir

Shaygan Kheradpir
Chief Executive Officer




EXHIBIT 31.2

Certification of Chief Financial Officer
Pursuant to
Exchange Act Rules 13a-14(a) and 15d-14(a),
As Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

I, Robyn M. Denholm, certify that:
1. I have reviewed this quarterly report on FormQ@f Juniper Networks, In

2. Based on my knowledge, this report does not cormjnuntrue statement of a material fact or om#tede a material fact necessary to n
the statements made, in light of the circumstanoeler which such statements were made, not misigadih respect to the period cove
by this report;

3. Based on my knowledge, the financial statement$ oéimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrant's other certifying officer(s) andirke responsible for establishing and maintainirgcldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportireg @efined in Exchange Act Rules 13¢
15(f) and 15d-15(f)) for the registrant and have:

(&) Designed such disclosure controls and proceduresaosed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtbsidiaries, is made known to u:
others within those entities, particularly duriig period in which this report is being prepared;

(b) Designed such internal control over financial réipg; or caused such internal control over finahorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principles;

(c) Evaluated the effectiveness of the registrant'slalsire controls and procedures and presentedsimgport our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psit based on such evaluation; anc

(d) Disclosed in this report any change in the regmtsanternal control over financial reporting tlvatcurred during the registrant's v
recent fiscal quarter (the registrant's fourthdlsguarter in the case of an annual report) thatrhaterially affected, or is reasone
likely to materially affect, the registrant's imait control over financial reporting; and

5. The registrant's other certifying officer(s) andhdve disclosed, based on our most recent evaluafianternal control over financi
reporting, to the registrant's auditors and theitacmmmittee of the registrant's board of direct@ws persons performing the equival
functions):

(&) All significant deficiencies and material weaknesse the design or operation of internal controéiofinancial reporting which a
reasonably likely to adversely affect the registeaability to record, process, summarize, and ntefprancial information; and

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdain the registrant's interi
control over financial reporting.

Date: August 11, 2014
/s/ Robyn M. Denholm

Robyn M. Denholm
Executive Vice President, Chief Financial and Opena Officer




EXHIBIT 32.1

Certification of Chief Executive Officer
Pursuant to 18 U.S.C. Section 1350 As Adopted
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

I, Shaygan Kheradpir, certify, pursuant to 18 U.SS€ction 1350, as adopted pursuant to Sectiono®@ite Sarbane®xley Act of 200z
that the Quarterly Report of Juniper Networks, Ino. Form 10-Q for the three months ended June 804 2 fully complies with th
requirements of Section 13(a) or 15(d) of the SdearExchange Act of 1934 and that informationtagmed in such Quarterly Report on F
10-Q fairly presents, in all material respects,fthancial condition and results of operations wfiper Networks, Inc.

/s/ Shaygan Kheradpir
Shaygan Kheradpir
Chief Executive Officer
August 11, 2014




EXHIBIT 32.2

Certification of Chief Financial Officer
Pursuant to 18 U.S.C. Section 1350 As Adopted
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

I, Robyn M. Denholm, certify, pursuant to 18 U.SS&ction 1350, as adopted pursuant to Section B@tdarbane®xley Act of 200z
that the Quarterly Report of Juniper Networks, Ino. Form 10-Q for the three months ended June 804 2 fully complies with th
requirements of Section 13(a) or 15(d) of the SdearExchange Act of 1934 and that informationtagmed in such Quarterly Report on F
10-Q fairly presents, in all material respects,fthancial condition and results of operations wfiper Networks, Inc.

[s/ Robyn M. Denholm

Robyn M. Denholm

Executive Vice President, Chief Financial and Opens Officer
August 11, 2014




