EDGAROnline

JUNIPER NETWORKS INC

FORM 10-Q

(Quarterly Report)

Filed 05/12/00 for the Period Ending 03/31/00

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

1133 INNOVATION WAY

SUNNYVALE, CA 94089

4087452000

0001043604

JNPR

3576 - Computer Communications Equipment
Communications Equipment

Technology

12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2015, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

JUNIPER NETWORKS INC

FORM 10-Q

(Quarterly Report)

Filed 5/12/2000 For Period Ending 3/31/2000

Address 1194 NORTH MATHILDA AVE
SUNNYVALE, California 94089
Telephone 650-526-8000
CIK 0001043604
Industry Communications Equipment
Sector Technology
Fiscal Year 12/31
e oo ecgaroning com EDGAR Customer Senice. 303.852-6665

Corporate Sales: 212-457-8200



UNITED STATES
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

JUNIPER NETWORKS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(IN THOUSANDS)

March 31, December 31,
2000 1999

ASSETS (unaudited) Q)

Current assets:

Cash and cash equivalents $1,068,529  $158,043

Short-term investments 281,475 187,915

Accounts receivable, net 29,964 23,950

Prepaid expenses and other current assets 11,844 7,925

Total current assets 1,391,812 377,833

Property and equipment, net 16,694 12,416
Long-term investments 214,545 97,201
Other long-term assets 71,834 25,928
Total assets $1,694,885  $513,378
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:

Accounts payable and accrued liabilities $ 55,002 $36,393

Deferred revenue 19,448 19,270

Total current liabilities 74,450 55,663

Convertible subordinated notes 1,150,000 -
Common stock and additional paid-in capital 517,922 513,698
Deferred stock compensation (2,468) (3,001)
Accumulated other comprehensive loss (923) (815)
Accumulated deficit (44,096) (52,167)
Total stockholders' equity 470,435 457,715
Total liabilities and stockholders' equity $1,694,885  $513,378

(1) The balance sheet at December 31, 1999 hasdegimed from the audited consolidated financiateshents at that date, but does not
include all the information and footnotes requibgdgenerally accepted accounting principles for plete financial statements.

See accompanying notes.



JUNIPER NETWORKS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

(unaudited)

Three months ended

March 31,
2000 1999
Net revenues $63,886 $10,044
Cost of revenues 25,101 6,347
Gross profit 38,785 3,697
Operating expenses:
Research and development 15,990 6,181
Sales and marketing 11,505 2,603
General and administrative 3,014 776
Amortization of goodwill, purchased intangibles
and deferred stock compensation 2,391 904
Total operating expenses 32,900 10,464
Operating income (loss) 5,885 (6,767)
Interest income, net 6,636 112
Income (loss) before income taxes 12,521 (6,655)
Provision for income taxes 4,450 20
Net income (loss) $8,071 $(6,675)
Net Income (loss) per share:
Basic $ 0.05 $(0.15)
Diluted $ 0.05 $(0.15)
Shares used in computing net income (loss)
per share:
Basic 147,772 44,970
Diluted 175,145 44,970

See accompanying notes.



JUNIPER NETWORKS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(IN THOUSANDS)

(unaudited)

Three months ended March 31,

2000 1999
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) $ 8,071 $ (6,675)
Adjustments to reconcile net income (loss) to
net cash from operating activities:
Depreciation 2,031 1,051
Amortization of goodwill, purchased
intangibles, deferred stock compensation

and other non-cash transactions 2,709 904
Changes in operating assets and liab ilities:
Accounts receivable (6,014) (562)
Other assets (4,351) (165)
Accounts payable and accrued liabilities 18,609 1,577
Deferred revenue 178 2,219
Net cash provided by (used in) operating activities 21,233 (1,651)
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment (6,309) (1,422)
Purchases and maturities of available-for-sale
investments, net (211,012) (502)
Minority interest in equity investments (17,175) -
Net cash used in investing activities (234,496) (1,924)

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of convertible subordinated

notes 1,123,325 --
Payments on lease obligations -- (3,412)
Proceeds from issuance of preferred stock - 33,948
Proceeds from issuance of common stock 424 1,888
Net cash provided by financing activities 1,123,749 32,424
Net increase in cash and cash equivalents 910,486 28,849
Cash and cash equivalents at beginning of period 158,043 20,098
Cash and cash equivalents at end of period $ 1,068,529 $ 48,947

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash paid for interest $ - $ 138

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND
FINANCING ACTIVITIES
Common stock issued in connection with the
acquisition of goodwill and purchased intangibles $ 3,800 $ -

Deferred stock compensation $ - $ 1,114

See accompanying notes.



JUNIPER NETWORKS, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(UNAUDITED)

NOTE 1. BASIS OF PRESENTATION

The condensed consolidated financial statements hesn prepared by Juniper Networks, Inc., pursieathie rules and regulations of the
Securities and Exchange Commission and includadheunts of Juniper Networks, Inc. and its whollyaed subsidiaries ("Juniper
Networks" or collectively the "Company"). Certaifformation and footnote disclosures, normally ided in financial statements preparet
accordance with generally accepted accounting ipies; have been condensed or omitted pursuanicto siles and regulations. While in the
opinion of the Company, the unaudited financialesteents reflect all adjustments (consisting onlpafmal recurring adjustments) necessary
for a fair presentation of the financial positidcrMarch 31, 2000 and the operating results and flagis for the three months ended March
2000 and 1999, these financial statements and sbtagdd be read in conjunction with the Companytditad consolidated financial
statements and notes for the year ended Decemp&®39 included in the Company's Annual Report omt10-K filed March 29, 2000

with the Securities and Exchange Commission. Tinelensed balance sheet at December 31, 1999 haslééesrd from audited financial
statements as of that date.

The results of operations for the three months @mdiarch 31, 2000 are not necessarily indicativeestilts that may be expected for any o
interim period or for the full fiscal year endingg@ember 31, 2000.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
CASH, CASH EQUIVALENTS, SHORT-TERM INVESTMENTS AND LONG-TERM INVESTMENTS

Cash and cash equivalents consist of cash on depdsibanks, money market instruments, commegagler and debt securities with
original maturities of 90 days or less. Short- fordy-term investments consist of government, cafmrand asset-backed debt securities with
original maturities between three months and tlyezgs.

Management determines the appropriate classificafi@ebt and equity securities at the time of pase and evaluates such designation as o
each balance sheet date. To date, all debt sesuniéive been classified as available-for-sale endaaried at fair value with material
unrealized gains and losses, if any, includedaoldtolders' equity. Unrealized losses were $923a0@D$815,000 as of March 31, 2000 and
December 31, 1999, respectively. Realized gaind@ss#s and declines in value of securities judgdzk other than temporary are included

in interest income. Interest and dividends onediusities are included in interest income.

MINORITY INTEREST IN EQUITY INVESTMENTS

Minority interest in equity investments in whictet@ompany has less than 20% interest and doesawetthe ability to exercise significant
influence are carried at the lesser of cost omegttid realizable value. Minority interest in equityestments, which are recorded in other
long-term assets, were approximately $25.2 mildad $8.0 million as of March 31, 2000 and Decen®ier1999, respectively.
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REVENUE RECOGNITION

Juniper Networks generally recognizes product regeat the time of shipment, assuming that coll@itiiis probable, unless Juniper
Networks has future obligations for network intexcghility or has to obtain customer acceptancehith case revenue is deferred until th
obligations are met. Revenue from service obligettiis deferred and recognized on a straight-lirséshaver the contractual period. Amounts
billed in excess of revenue recognized are incluakedeferred revenue and accounts receivable iactt@mpanying condensed consolidated
balance sheets.

WARRANTY RESERVES

Juniper Networks' products generally carry a ore-yearranty that includes factory repair services@eded for replacement of parts.
Estimated expenses for warranty obligations areuagctas revenue is recognized.

NET LOSS PER SHARE

Basic net income (loss) per share and dilutednoetme (loss) per share are presented in confommiitythe Financial Accounting Standards
Board's Statement of Financial Accounting Standaluls128, "Earnings Per Share" (FAS 128), for aligpds presented. In accordance with
FAS 128, basic net income

(loss) per share has been computed using the veeigiverage number of shares of common stock odisgduring the period, less the
weighted-average number of shares of common teadubject to repurchase. Diluted net income (Ipeskhare includes common stock
equivalent shares outstanding during the periodijutive.

The following table presents the calculation ofibasid diluted net income (loss) per share (in samals, except per share data):

Three months ended

March 31,
2000 1999
(unaudited)
Numerator:
Netincome (I0SS) ...coovvvvcvvevceieiiees . $ 8,071 $(6,675)
Denominator:
Weighted-average shares of common stock out standing .. 156,363 62,761
Weighted-average shares subject to repurcha S€ e (8,591) (17,791)
Denominator for basic net income (loss) per sh are ....... 147,772 44,970
Common stock equivalents .........cccceeee. L. 27,373 --
Denominator for diluted net income (loss) per share ..... 175,145 44,970
Net income (loss) per share:
BaSIiC .coooiiiiiiiie e, $ 0.05 $ (0.15)
Diluted ..oooviiiiiiiiieeeeeee . $ 0.05 $ (0.15)




NOTE 3. CONVERTIBLE SUBORDINATED NOTES

The Company's registration statement on Form Syistexing $1.15 billion (including a $150 milliover-allotment option) in principal
amount of 4.75% Convertible Subordinated Notes 2a@7 (the "Convertible Notes"), was declared effecon March 2, 2000. The
Company completed the public offering of $1.0 biiliand $150 million of the Convertible Notes on Ma8, 2000 and March 13, 2000,
respectively. In connection with the issuance ef@onvertible Notes, the Company recorded appraeiyn&26.7 million of debt issuance
costs in other long-term assets and is amortiziegiebt issuance cost over the life of the debbfAdarch 31, 2000, $26.4 million of debt
issuance costs remain in other long-term assets.



This report for Juniper Networks contains forwandHing statements made within the meaning of treu®#es Laws. These statements are
not guarantees of future performance and are sufoj@ertain risks and uncertainties that couldseaactual results to differ materially from
those expressed or forecasted. Readers shouldlpatr forwardiooking statements, which reflect only the opinarJuniper Networks as
the date hereof.

The following information should be read in conjtion with the Company's Annual Report on Form 1@ikd on March 29, 2000 with the
Securities and Exchange Commission and "Factors NTag Affect Future Results" herein.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS
OVERVIEW

The Company is a leading provider of Internet isifiracture solutions that enable Internet serviewigers and other telecommunications
service providers, (collectively described as "8=rWroviders"), to meet the demands resulting frloenrapid growth of the Internet. The
Company's Internet backbone routers are specifidaifigned and purpose-built for Service Providdgworks and offer customers increased
reliability, performance, scalability, interoperktlyi and flexibility, and reduced complexity andst@ompared to current alternatives.

In September 1998 the Company began shipping#isffioduct, the M40 Internet backbone router, widhume shipments beginning in
October 1998. The Company began shipping the MZleicember 1999, and the M160 in March 2000. The g2om currently sells its
products to Service Providers in North America tigio a direct sales force and to international custs primarily through value added
resellers.

Since the Company's inception, it has incurrediB@amt losses, and as of March 31, 2000, had aoraalated deficit of $44.1 million. The
Company achieved its first quarter of profitabilitythe quarter ended December 31, 1999. In omlerdintain profitability, the Company w
need to generate significantly higher revenuedftebthe necessary increases in research andageweht, sales and marketing and general
and administrative expenses as the business amatiops continue to grow.

RESULTS OF OPERATIONS
NET REVENUES

Net revenues were $63.9 million for the three msmthded March 31, 2000, and $10.0 million for tire¢ months ended March 31, 19
The increase in net revenues was primarily duétin¢reased market acceptance of the Companytkipt®y (2) overall growth in the
marketplace, and (3) expanded product offeringthénguarter ended March 31, 2000, two customersuented for more than 10% of net
revenues compared to three customers in the sarioel geyear ago.

COST OF REVENUES

Cost of revenues for the three months ended MatcB@0 were $25.1 million as compared with coseeEnues for the three months ended
March 31, 1999 of $6.3 million. The increase intatfsevenues is primarily related to the increimseet revenues, as well as headcount
increases in the Company's customer service ambgugrganizations. The
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Company expects cost of revenues to continue tease as net revenues increase. Gross marginghhg\ariable and dependent on many
factors, some of which are outside the Companyitral such as the demand for the Company's preduad mix of products sold.

RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses were $16.0mfdliche three months ended March 31, 2000, arease of $9.8 million over the
comparable quarter of 1999. The increase was dom&ply to significant increases in headcount tpmart the Company's product
development efforts. Additionally, product develaamexpenses such as prototype expenses and ngmfngengineering costs accounted
for approximately 35% of the increase for the qeragnded March 31, 2000 compared to the quartexceRthrch 31, 1999. Research and
development is essential to the Company's futuceess and the Company expects that research artbpment expense will continue to
increase in absolute dollars in future periods.

SALES AND MARKETING EXPENSES

Sales and marketing expenses were $11.5 milliothothree months ended March 31, 2000, an increfe®® 9 million over the comparable
quarter of 1999. The increase was due primarily significant increase in headcount, as well asier@ase in commission expenses resulting
from the increase in net revenues. The Companyoéxpe continue increasing sales and marketingdwead and, if net revenues increase,
there will be a resulting increase in commissiopemses; therefore, sales and marketing expenseg@eeted to continue to increase in
absolute dollars in future periods.

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses totaled $3l@mior the three months ended March 31, 2000narease of $2.2 million over the
comparable quarter of 1999. The increase was dmaply to increases in headcount to support ingirgalevels of business activity, and
costs associated with being a publicly traded camp@ihe Company expects general and administrattpense to continue to increase in
absolute dollars in future periods as a resultxpbasion of business activity.

AMORTIZATION OF GOODWILL, PURCHASED INTANGIBLES AND DEFERRED STOCK COMPENSATION

In connection with the grant of certain stock opsido employees during 1998 and the three montthsdellarch 31, 1999, the Company
recorded deferred compensation of $6.4 million98& and $1.1 million in 1999 representing the défee between the deemed value of the
common stock for accounting purposes and the eseepice of these options at the date of granteided compensation is presented as a
reduction of stockholders' equity and is amortiaedr the vesting period of the applicable optiosisg the graded vesting method. This
compensation expense relates to stock optionsegtdatindividuals in all operating expense categgorin November 1999 and January 2000,
the Company acquired certain intellectual propartgt intangible assets resulting in the recordin§1&.4 million and $3.9 million of

goodwill and other intangibles, respectively. Tlowdwill and other intangibles are being amortizedra three-year period. The Company
expensed $2.4 million of goodwill, purchased iniafes and deferred compensation during the quartded March 31, 2000, and $904,000
of deferred compensation during the quarter endattM31, 1999.
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INTEREST INCOME, NET

Net interest income includes income on cash investmpartially offset by expenses related to fimagmobligations. Net interest income w
$6.6 million in the three months ended March 3)@®and $112,000 in the three months ended March@®49. The significant increase in
interest income is a direct result of increasedh @asl investment balances, resulting from the Caryipalebt and equity offerings during
1999 and 2000.

PROVISION FOR INCOME TAXES

The Company has recorded a tax provision of $4lkomifor the three months ended March 31, 2008roeffective rate of 36%. The
effective tax rate varies from the U.S. statut@tgmprimarily due to the impact of nondeductibledwill and the geographic mix of income.

Utilization of net operating loss and credit caoryfards may be subject to an annual limitation uthe ownership change limitations
provided by the Internal Revenue Code of 1986 nasnaled, and similar state provisions. The annmatdtion may result in the expiration of
the net operating loss and credit carryforwardsiegetitilization.

LIQUIDITY AND CAPITAL RESOURCES

Prior to the Company's initial public offering, spgons were financed primarily through the privplacement of convertible preferred stock
and capital leases. In June 1999, the Company etetpthe initial public offering of its common skoand realized net proceeds from the
offering of approximately $65.2 million. In Octob#999, the Company completed a secondary publérioff of its common stock and
realized net proceeds from the offering of appratety $324.3 million. In March 2000, the Companynpteted a $1.15 billion offering of
4.75% convertible subordinated notes and realistgroceeds from that offering of approximatelyl®ibillion.

At March 31, 2000, the Company had cash and cashalgnts of approximately $1.1 billion, short-temmvestments of $281.5 million and
long-term investments of $214.5 million. The Compaggularly invests excess funds in money marketi§ commercial paper and
government and non-government debt securities.

Net cash provided by operating activities for theeé months ended March 31, 2000 was $21.2 miflimhnet cash used in operat

activities for the three months ended March 3191®8s $1.7 million. Cash provided by operating\aiisis for the quarter ended March 31,
2000 was primarily the result of increases in aot®payable and other accrued liabilities, netimepand adjustments for certain non-cash
charges, partially offset by increases in accotetteivable and other assets. Cash used in opegatiivities for the quarter ended March 31,
1999, was primarily the result of the net loss andncrease in accounts receivable, partially offgancreases in deferred revenues, accounts
payable and other accrued liabilities and adjustenam certain non-cash charges.

Net cash used in investing activities for the thmemnths ended March 31, 2000 and 1999 was $234libmrand $1.9 million, respectivel
Cash used in investing activities in the three mesmnded March 31, 2000 was due primarily to threhmse of available-fosale investment
as well as the purchase of minority equity investtes@and fixed assets. Cash used in investing &etvin the three months ended March 31,
1999 was due to the purchase of fixed assets aithble-for-sale investments.
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Net cash provided by financing activities for theee months ended March 31, 2000 and 1999 wash#ifioh and $32.4 million, respectivel
Cash provided by financing activities in the thneenths ended March 31, 2000 was due primarily égpioceeds from the offering of 4.75%
convertible subordinated notes of $1.1 billion. ICpsovided by financing activities in the three rttenended March 31, 1999 was primarily
due to proceeds from capital equipment leasesafipffset by payments on lease obligations.

The Company expects to devote substantial cagisalurces to continue its research and developrffentseto hire and expand the sales,
support, marketing and product development orgéinizs, to expand marketing programs, to establislitmnal facilities worldwide and for
other general corporate activities, including stgat equity investments and possible acquisitididthough the Company believes that current
cash balances will be sufficient to fund operatiforsat least the next 12 months, there can bessarance that the Company will not require
additional financing within this time frame or thatch additional funding, if needed, will be avhitaon acceptable terms.

FACTORS THAT MAY AFFECT FUTURE RESULTS

THE COMPANY'S FAILURE TO CONTINUE TO INCREASE ITSERVENUES WILL PREVENT THE COMPANY FROM
MAINTAINING PROFITABILITY. The Company has incurresignificant losses since inception and althougtrexenues have grown from
zero in the quarter ended September 30, 1998 t®$6illion in the quarter ended March 31, 2000r¢hean be no assurances that net
revenues will continue to grow. The Company hagddixed expenses and expects to continue to sigaificant and increasing sales and
marketing, engineering and product developmentaaimdinistrative expenses and in order to maintaifitability the Company will need to
generate significantly higher revenues.

LIMITED OPERATING HISTORY MAKES FORECASTING DIFFICUT. As a result of the Company's limited operatimstory, it is

difficult to accurately forecast revenues, andéehsrimited meaningful historical financial dataam which to base planned operating
expenses. In addition, the Company's operatingresgeeare largely based on anticipated revenuesti@mdia high percentage of its expenses
are and will continue to be fixed in the shttm. If the Company does not achieve its expextednues, its operating results will be beloy
expectations and those of investors and markeystsawhich could cause the price of the commocoksto decline.

In addition, timing of deployment of the Compangfsducts can vary widely and depends on variousifacCustomers with large networks
usually expand their networks in large incrememts@eriodic basis. The Company expects to recgreficant orders on an irregular basis.
Because of the Company's limited operating histibigannot predict these sales and developmengésy@hese long cycles, as well as the
Company's expectation that customers will tencptoradically place large orders with short lead 8pmaay cause its revenues and operating
results to vary significantly and unexpectedly frqoarter to quarter.

THE COMPANY'S SUCCESS DEPENDS ON ITS ABILITY TO DELOP PRODUCTS AND PRODUCT ENHANCEMENTS THAT
WILL ACHIEVE MARKET ACCEPTANCE. The Company cannehsure that it will be able to develop new productproduct
enhancements in a timely manner, or at all. Anlufaito develop new products or product enhancesngititsubstantially decrease market
acceptance and sales of the Company's presentiamd products which will significantly harm thedess and financial results. Even if the
Company is able to develop and commercially intoedoew products and enhancements, there can tesamace that new products or
enhancements will achieve widespread market accept@ny failure of
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the Company's future products to achieve marketgeace could adversely affect the business aaddial results.

THE COMPANY HAS A LIMITED NUMBER OF CUSTOMERS AND NY DECREASE IN REVENUE FROM THESE CUSTOMERS
COULD HAVE AN ADVERSE EFFECT. The Company expedtatta large portion of its net revenues will congéirio depend on sales to a
small number of customers. Any downturn in the bess of these customers or potential new custocoeitd significantly decrease sales to
such customers which could adversely affect the gzomy's net revenues and results of operations.

THE COMPANY FACES INTENSE COMPETITION THAT COULD RBUCE ITS MARKET SHARE. Competition in the Internet
infrastructure market is intense. This market hamhcally been dominated by Cisco with other camies such as Nortel Networks and
Lucent Technologies providing products to a smaegment of the market. In addition, a number ofgbe companies have announced plans
for new products to address the same problems wh&lCompany's products address. If the Compangable to compete successfully
against its existing and future competitors, itlddee required to reduce prices, resulting in redugross margins and could experience lo
market share, each of which could materially anceegkly affect its business, operating resultsfarahcial condition.

THE COMPANY IS DEPENDENT ON SOLE SOURCE AND LIMITEBOURCE SUPPLIERS FOR SEVERAL KEY COMPONENTS.
The Company currently purchases several key conmsni@cluding ASICs and power supplies, from stngit limited sources. The Compe
may not be able to develop an alternate or secomas in a timely manner, which could hurt its é§pilo deliver product to customers. If the
Company is unable to buy these components on dytinasis, it will not be able to deliver productite customers, which would seriously
impact present and future sales which would, in,tadversely affect its business.

THE COMPANY CURRENTLY DEPENDS PRIMARILY ON ONE CONRACT MANUFACTURER, AND IF THE COMPANY HAS TO
QUALIFY A NEW CONTRACT MANUFACTURER IT MAY LOSE RE\ENUE AND DAMAGE ITS CUSTOMER RELATIONSHIPS.
Solectron, a third party manufacturer for numerousmpanies, manufactures the Company's productgpancaase order basis and is the
Company's primary manufacturer. The Company cugreiaies not have a long-term supply contract witke&tron. If the Company should
fail to effectively manage its relationship withl&ctron, or if Solectron experiences delays, disoamg or quality control problems in its
manufacturing operations, the Company's abilitghip products to its customers could be delayeahvbould adversely affect the
Company's business and financial results. The Cagnpas begun the process to qualify a new thirtygamtract manufacturer; however,
qualifying a new contract manufacturer and commemeblume production is expensive and time consgmnifrthe Company is required or
chooses to change contract manufacturers, it msgyriewvenue and damage its customer relationships.

THE UNPREDICTABILITY OF THE COMPANY'S QUARTERLY RESLTS MAY ADVERSELY AFFECT THE TRADING PRICE OF
ITS COMMON STOCK. The Company's revenues and opeyaesults will vary significantly from quarter tparter due to a number of
factors, including many which are outside of itatrol and any of which may cause its stock pricéuctuate.

The factors that may impact the unpredictabilitghef Company's quarterly results include the lalgssand implementation cycle and the
continuing increase in operating expenses in gatmn of increased revenues. As a result, the @ompelieves that quarter-to-quarter
comparisons of operating results are not a gooidatidn of future performance. It is likely thatsome future quarters, operating results may
be below the expectations of public market analgatsinvestors. In this event, the price of the @any's common stock may fall.

13



IF THE COMPANY'S PRODUCTS DO NOT INTEROPERATE WITFHHE CUSTOMERS' NETWORKS, INSTALLATIONS WILL BE
DELAYED OR CANCELLED AND COULD RESULT IN SUBSTANTIA PRODUCT RETURNS WHICH COULD HARM THE
BUSINESS. The Company's products are designedddace with the customers' existing networks, ezalihich has different
specifications and utilizes multiple protocol stards. Many of the customers' networks contain pleltjenerations of products that have
been added over time as these networks have gmevevablved. The Company's products must interopevéth all of the products within
these networks as well as future products in c@eneet the customers' requirements. If the pra@ddetnot interoperate with those of the
Company's customers' networks, installations cbeldelayed, orders for the products could be chettel the products could be returned.
This would also seriously harm the Company's ramrtawhich could adversely affect the Company'sibess and prospects as well as
financial results.

IF THE COMPANY FAILS TO MANAGE EXPANSION EFFECTIVEY, ITS BUSINESS, FINANCIAL CONDITION AND PROSPECTS
COULD BE SERIOUSLY HARMED. The Company's ability $accessfully offer its products and implemenbiisiness plan in a rapidly
evolving market requires an effective planning amhagement process. The Company continues to setha scope of its operations
domestically and internationally and has grown keadt substantially. In addition, the Company plansontinue to hire a significant
number of employees this year. The growth in bissineeadcount and relationships with customers#ret third parties has placed and will
continue to place a significant strain on the Comyfsamanagement systems and resources. The Comjianged to continue to improve its
financial and managerial controls, reporting systemd procedures, and will need to continue to mapain and manage its work force
worldwide.

THE COMPANY DEPENDS ON KEY PERSONNEL TO MANAGE ITBUSINESS EFFECTIVELY IN A RAPIDLY CHANGING
MARKET AND IF IT IS UNABLE TO HIRE ADDITIONAL PERSONNEL, ITS ABILITY TO SELL PRODUCTS COULD BE HARMED.
The Company's future success depends upon thenaedtservices of its executive officers and otlesr éngineering, sales, marketing and
support personnel. None of the officers or key eypés is bound by an employment agreement for jpegifec term.

The Company also intends to hire a significant neinds engineering, sales, marketing and suppodaguerel in the future, and it believes its
success depends, in large part, upon its abiligtttact and retain these key employees. Compefitiothese persons is intense, especially in
the San Francisco Bay area. The loss of the seareicany of its key employees, the inability taatt or retain qualified personnel in the
future, or delays in hiring required personneltipatarly engineers and sales personnel, couldydbla development and introduction of and
negatively impact the Company's ability to sellgteducts.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABO UT MARKET RISK

The primary objective of the Company's investmetitvéies is to preserve principal while at the satime maximizing the income the
Company receives from its investments without digaintly increasing risk. Some of the securitiegttthe Company has invested in may be
subject to market risk. This means that a changedwmailing interest rates may cause the prin@pabunt of the investment to fluctuate. For
example, if the Company holds a security that wased with a fixed interest rate at the then-ptenprate and the prevailing interest rate
later rises, the principal amount of the investmititprobably decline. To minimize this risk, ti@mpany maintains its portfolio of cash
equivalents and short-term and long-term investmina variety of securities, including commergaper, money market funds and
government and non-government debt securitiesehe@l, money market funds are not subject to naidlebecause the interest paid on
such funds fluctuates with the prevailing interase.
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The following table presents the amounts of cashivadents and investments that are subject to maideand the weighted-average interest
rates, by year of expected maturity for the Comfsmaimyestment portfolios as of March 31, 2000 ard@&nber 31, 1999. This table does not
include money market funds because those fundsarsubject to market risk.

(In thousands)

MATURIN G MATURING MATURING
WITHIN 1 YEAR WITHIN 2 YEARS WITHIN 3 YEARS
As of March 31, 2000:
Cash equivalents.............c........ $545,1 57 $ - $ -
Weighted-average interest rate...... 6. 04% -- -
Investments..........cccccveruvenen. $211,7 18 $188,920 $29,624
Weighted-average interest rate...... 5. 89% 6.31% 6.67%
Total.oooeeeeiieieeeee $756,8 75 $188,920 $29,624
Weighted-average interest rate...... 6. 00% 6.31% 6.67%
MATURIN G MATURING MATURING
WITHIN 1 YEAR WITHIN 2 YEARS WITHIN 3 YEARS
As of December 31, 1999:
Cash equivalents.............c........ $89,1 51 $ - $ -
Weighted-average interest rate...... 5. 68% -- -
Investments..........cccccveruvenen. $187,9 15 $93,963 $3,238
Weighted-average interest rate...... 5. 96% 6.23% 7.01%
Total.oooeeeeieeiieiiee $277,0 66 $93,963 $3,238
Weighted-average interest rate... 5.8 7% 6.23% 7.01%

EXCHANGE RATE SENSITIVITY

The Company operates primarily in the United Steded all sales to date have been made in US doAacordingly, the Company has had
no material exposure to foreign currency rate tlatbns.

15



PART Il OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS
None
ITEM 2. CHANGES IN SECURITIES

On January 24, 2000, the Company issued an aggreta@s,000 unregistered shares of common stottketshareholders of Pacific
Advantage Limited ("PAL") in connection with the nger of PAL with a wholly-owned subsidiary of the@pany. The issuance was exempt
from registration pursuant to

Section 4(2) of the Securities Act of 1933.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K
(a) List of Exhibits

Number Exhibit Description

27.1 Financial Data Schedule (Filed Electr onically)

(b) Reports on Form 8-K : None
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SIGNATURE

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

JUNIPER NETWORKS, INC.

/sl Marcel Gani

Mar cel Gani
Chi ef Financial Oficer
(Duly Authorized Oficer and Principal
Fi nanci al and Accounting O ficer)

Dated: May 12, 2000
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ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE 3 MOS
FISCAL YEAR END DEC 31 200
PERIOD START JAN 01 200!
PERIOD END MAR 31 200(
CASH 1,068,52!
SECURITIES 496,02(
RECEIVABLES 29,96¢
ALLOWANCES 0
INVENTORY 0
CURRENT ASSET¢ 1,391,81.
PP&E 26,89¢
DEPRECIATION 10,20
TOTAL ASSETS 1,694,88!
CURRENT LIABILITIES 74,45(
BONDS 1,150,00!
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 2
OTHER SE 470,43:
TOTAL LIABILITY AND EQUITY 1,694,88!
SALES 63,88¢
TOTAL REVENUES 63,88¢
CGS 25,10:
TOTAL COSTS 25,10:
OTHER EXPENSE! 32,90(
LOSS PROVISION 0
INTEREST EXPENSE 3,89¢
INCOME PRETAX 10,53(
INCOME TAX 4,45(
INCOME CONTINUING 8,071
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 8,071
EPS BASIC 0.0t
EPS DILUTED 0.0t
End of Filing
pewerad 5y EDCAR -
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