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

Form 10-Q
(Mark One)
M QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2007
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 0-26339
JUNIPER NETWORKS, INC.
(Exact name of registrant as specified in its cegrt
Delaware 77-042252¢
(State or other jurisdiction ¢ (IRS Employe
incorporation or organization Identification No.)
1194 North Mathilda Avenue
Sunnyvale, California 9408¢ (408) 742000
(Address of principal executive offic (Registran’s telephone numbe
including zip code including area code

Indicate by check mark whether the Registréljthas filed all reports required to be filed®gction 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filings requirememtshfe past 90 days. Y& No O

Indicate by check mark whether the registiquat large accelerated filer, an accelerated fileg non-accelerated filer. See definition of
“accelerated filer and large accelerated filerRnle 12b-2 of the Exchange Act. (Check one):

Large Accelerated Fildd Accelerated Fildzl Non-Accelerated Filéd
Indicate by check mark whether the registimat shell company (as defined in Rule 12b-2 offkehange Act). YeEl No ™
There were approximately 566,300,000 sharéseo€ompany’s Common Stock, par value $0.0000tstanding as of April 30, 2007.
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PART | — FINANCIAL INFORMATION

Iltem 1. Financial Statements

Juniper Networks, Inc.

Condensed Consolidated Statements of Operations
(in thousands, except per share amounts)

(Unaudited)
Three Months Ended March 31,
2007 2006
Net revenues
Product $509,77: $474,12"
Service 117,16: 92,58¢
Total net revenue 626,93t 566,71
Cost of revenues
Product 154,94 140,99!
Service 57,167 43,95:;
Total cost of revenue 212,10¢ 184,94°
Gross margir 414,82° 381,76°
Operating expense
Research and developmt 141,09: 113,68t
Sales and marketir 150,65t 129,42¢
General and administrati 27,25¢ 23,09¢
Amortization of purchased intangible ass 22,74 23,22
Other charge 12,58¢ 1,404
Total operating expens 354,33: 290,84
Operating incom: 60,49¢ 90,92¢
Interest and other incon 33,977 20,767
Interest and other expen (1,069 (1,089
Income before income tax 93,40¢ 110,60¢
Provision for income taxe 26,76 34,84.
Net income $ 66,64 $ 75,76
Net income per shar
Basic $ 0.1z $ 0.1:
Diluted $ 0.11 $ 0.1c
Shares used in computing net income per sl
Basic 569,40( 565,92’
Diluted 604,90! 603,58¢

See accompanying Notes to the Condensed Consadalifatancial Statements
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Juniper Networks, Inc.

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

(Unaudited)
March 31, December 31
2007 2006
ASSETS
Current asset:
Cash and cash equivalel $ 2,037,83! $ 1,596,33
Shor-term investment 426,72! 443,91(
Accounts receivable, n 257,83t 249,44!
Deferred tax assets, r 166,77: 179,98¢
Prepaid expenses and other current a: 48,15 52,12¢
Total current asse 2,937,32. 2,521,801
Property and equipment, r 360,66! 349,93(
Long-term investment 259,36 574,06
Restricted cas 33,63( 45,61(
Purchased intangible assets, 145,09: 169,20:
Goodwill 3,649,57. 3,624,65!
Long-term deferred tax assets, | 54,92: 51,49¢
Other lon¢-term asset 33,76! 31,63t
Total asset $7,474,33 $ 7,368,39!
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 180,46! $ 179,55:
Accrued compensatic 87,19¢ 110,45:
Deferred revenu 327,71. 312,25:
Other accrued liabilitie 153,85« 160,36(
Total current liabilities 749,22¢ 762,61
Long-term deferred revent 82,47 73,32¢
Other lon¢-term liabilities 45,00( 17,424
Long-term deb 399,94 399,94«
Commitments and contingenci
Stockholder' equity:
Convertible preferred stock, $0.00001 par valugd@0 shares authorized; none issued and outsta — —
Common stock, $0.00001 par value; 1,000,000 start®rized; 569,628 shares and 569,234 shares
issued and outstanding at March 31, 2007 and Deee&1h 2006, respective 6 6
Additional paic-in capital 7,711,82 7,646,04
Accumulated other comprehensive inca 3,57(C 1,26¢€
Accumulated defici (1,517,71) (1,532,23)
Total stockholder equity 6,197,68! 6,115,08
Total liabilities and stockholde’ equity $ 7,474,33 $ 7,368,39!

See accompanying Notes to the Condensed Consadliftatancial Statements
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Juniper Networks, Inc.

Condensed Consolidated Statements of Cash Flows

(In thousands)
(Unaudited)

Operating Activities:
Net income
Adjustments to reconcile net income to net casimfoperating activities
Depreciation and amortizatic
Stocl-based compensatic
Non-cash portion of debt issuance costs and dispogabgpierty and equipme
Excess tax benefit from employee stock option p
Changes in operating assets and liabilii
Accounts receivable, n
Prepaid expenses, other current assets and ottg-term asset
Accounts payabl
Accrued compensatic
Other accrued liabilitie
Deferred revenu

Net cash provided by operating activit

Investing Activities:

Purchases of property and equipm

Purchases of availal-for-sale investment
Maturities and sales of availa-for-sale investment
Other

Net cash provided by (used in) investing activi

Financing Activities:
Proceeds from issuance of common sl
Purchases and subsequent retirement of common
Excess tax benefits from stc-based compensatic
Net cash used in financing activiti
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of pe

Three Months Ended March 31,

2007

$ 66,64

46,26(
25,94;
472
(739)

(7,61)
6,98¢
34¢
(23,25
12,98«
24,61
152,64

(32,379
(15,932
349,11

2,21¢
303,03

14,23:
(29,140
73¢
(14,16¢)
441,50¢
1,596,33;
$2,037,83!

See accompanying Notes to the Condensed Consadliftatancial Statements
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2006
$ 75,768

41,82t
23,06¢
362
(557)

(35,43)
6,571
(5,149
(28,79)
19,88«
41,01¢
138,55

(18,22%)
(132,949
126,73:
6,09(
(18,359

51,52
(186,38
557
(134,310
(14,106
918,40:

$ 904,29
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Juniper Networks, Inc.

Notes to the Condensed Consolidated Financial Staents
(Unaudited)

Note 1. Summary of Significant Accounting Policies
Description of Busines:

Juniper Networks, Inc. (*Juniper Networks” or tHédmpany”)designs and sells products and services that tegpthvide its customers w
Internet Protocol (“IP”) networking solutions. TR®mpany is organized into the following three ofiagasegments: Infrastructure, Service
Layer Technologies (“SLT") and Service. The Compangfrastructure segment primarily offers scalatwater products that are used to
control and direct network traffic. The CompanylsTSsegment offers solutions that meet a broad aofatg customers’ priorities, from
securing the network and the data on the networkjaximizing existing bandwidth and acceleratiompplications across a distributed
network. Together, its secure networking solutibekp enable its customers to convert networksphatide commoditized, best efforts
services into more valuable assets that providerdifitiation, value and increased reliability apdwgity to end users. The Compamnpervice
segment delivers world-wide services, includindhtécal support, professional services and a nurmbeducation and training programs, to
customers of the Infrastructure and SLT segments.

Basis of Presentatiol

The Condensed Consolidated Financial Statementsiiwen prepared in accordance with U.S. generedigpaied accounting principles for
interim financial information and with the instriaris to Form 10-Q and Article 10 of Regulation SA¢cordingly, they do not include all of
the information and footnotes required by generatlyepted accounting principles for complete fimg@rstatements. In the opinion of
management, all adjustments, including normal ma@giaccruals, considered necessary for a fairgmtasion have been included. The results
of operations for the three months ended Marct2B8@y are not necessarily indicative of the redblis may be expected for the year ended
December 31, 2007. The information included in @isarterly Report on Form 10-Q should be read imjuotction with “Management’s
Discussion and Analysis of Financial Condition &websults of Operations,” “Risk Factors,” “Quantit@iand Qualitative Disclosures About
Market Risk” and the Consolidated Financial Statetmend footnotes thereto included in the CompaApisual Report on Form 1K-for the
year ended December 31, 20

Revenue Recognitio

Juniper Networks sells products and services thraisgdirect sales force and through its strategloe-added resellers and distribution
relationships. The Company’s products are intedrafi¢h software that is essential to the functidyadf the equipment. Additionally, the
Company provides unspecified upgrades and enhamtemedated to the integrated software througmagntenance contracts for most of its
products. Accordingly, the Company accounts foereie in accordance with Statement of Position Me2 $oftware Revenue Recognition
and all related interpretations. The Company rezegrevenue when persuasive evidence of an amamgeexists, delivery or performance
has occurred, the sales price is fixed or deterodnand collectibility is reasonably assured. Emitieof an arrangement generally consists of
customer purchase orders and, in certain instasaéss contracts or agreements. Shipping termsedatgéd documents, or written evidence
customer acceptance, when applicable, are useetify delivery or performance. In instances whénalfacceptance of the product, systel
solution is specified by the customer, revenuesfeded until all acceptance criteria have been e Company assesses whether the sales
price is fixed or determinable based on paymemiseand whether the sales price is subject to refuradijustment. Collectibility is assessed
based on the creditworthiness of the customer srdaned by credit checks and the customer’s paytmstory to the Company. Accounts
receivable are recorded net of allowance for daliBifcounts, estimated customer returns and priiedits.

For arrangements with multiple elements, such s sd products that include services, the Commdiogates revenue to each element using
the residual method based on vendor specific abgetidence of fair value of the undelivered itetdader the residual method, the amount
of revenue allocated to delivered elements eqhalsdtal arrangement consideration less the aggrégia value of any undelivered elements.
Vendor specific objective evidence of fair valudésed on the price charged when the elementdsseplarately. If vendor specific objective
evidence of fair value of one or more undelivertethidoes not exist, revenue is deferred and rezedrat the earlier of (i) delivery of those
elements or (ii) when fair value can be establislddss maintenance is the only undelivered elenremthich case, the entire arrangement
fee is recognized ratably over the contractual etgperiod.
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For sales to direct end-users and vadded resellers, the Company recognizes produehtevupon transfer of title and risk of loss, whi
generally upon shipment. For end-users and valdegadesellers, the Company has no significant abitigs for future performance such as
rights of return or pricing credits. A portion ¢fet Company’s sales are made through distributaderuagreements allowing for pricing
credits and/or rights of return. Product revenusales made through these distributors is recodnipen sell-through as reported by the
distributors to the Company. Deferred revenue gpnsénts to distributors reflects the effects otrilisitor pricing credits and the amount of
gross margin expected to be realized upon sellagjiro

The Company records reductions to revenue for estichproduct returns and pricing adjustments, agalebates and price protection, in the
same period that the related revenue is recordselamount of these reductions is based on hist@a@tas returns and price protection cre
specific criteria included in rebate agreements, aher factors known at the time.

Shipping charges billed to customers are includgaréduct revenue and the related shipping costialuded in cost of product revenues.
Costs associated with cooperative advertising prograre estimated and recorded as a reductionafue at the time the related sales are
recognized.

Services include maintenance, training and prodessiservices. In addition to providing unspecifigrjrades and enhancements on a when
and if available basis, the Company’s maintenancéracts include 24-hour technical support, andi\ware repair and replacement parts.
Maintenance is offered under renewable contraaseRue from maintenance contracts is deferredsagdrierally recognized ratably over
contractual support period, generally one year.eRae from training and professional services isgazed as the services are completed or
ratably over the contractual period.

Sales and transfers of financial instruments acewtted for under Statement of Financial AccounStandard No. 14@®ccounting for
Transfers and Servicing of Financial Assets andrigxishments of Liabilitie§'SFAS 140"). The Company sells interests in acésun
receivables as part of a distributor accounts vatxé financing arrangement which was establishyetthé Company with a major financing
company. Receivables sold under such arrangementermoved from the balance sheet and the reledaddction fees are recorded in the
statement of operations at the time they are so&tcordance with SFAS 140. Specifically, the nesiglies are legally isolated from the
Company, the purchasers have the right to pledgxarange the receivables and the purchasers affautive control over the receivables.

Stock-Based Compensation

The Company accounts for stock-based compensatiaoccordance with Statement of Financial AccounBtandards No. 123 (revised
2004),Share-Based Paymenf‘SFAS 123R”) which requires the measurementredgnition of compensation expense for all stoakell
payment awards made to employees and directorsdimg) employee stock options, restricted stocksufiRSUs”) and employee stock
purchases under the Company’s Employee Stock PsgdPlan based on estimated fair values. SFAS 1@8Hres companies to estimate the
fair value of stock-based payment awards on the dagrant using an option pricing model. The Comypases the Black-Scholes-Merton
option pricing model to determine the fair valuestiick based awards under SFAS 123R. The valdeeqgidrtion of the award that is
ultimately expected to vest is recognized as expensr the requisite service periods in the Comjsazgnsolidated statement of operations.

Stock-based compensation expense recognized Ddimpany’s condensed consolidated statement of tiqesdor the three months ended
March 31, 2007 and March 31, 2006 included comp@rsaxpense for stock-based payment awards gramiedto, but not yet vested as of
the adoption of SFAS 123R, based on the grantfdatealue estimated in accordance with the pravisiof SFAS 123 and compensation
expense for the stock-based payment awards granbsgquent to December 31, 2005 based on thedgtntair value estimated in
accordance with the provisions of SFAS 123R. Corsgton expense for expected-to-vest stbaked awards that were granted on or pri
December 31, 2005 was valued under the multipleotpproach and will continue to be amortized gi¢hre accelerated attribution method.
Subsequent to December 31, 2005, compensation sxpenexpected-to-vest stock-based awards is dalader the single-option approach
and amortized on a straight-line basis, net ofrestttd forfeitures.

Goodwill and Purchased Intangible Assets

Goodwill is not subject to amortization but is el annually, at a minimum, for impairment by @iy a fair-value based test. Future
goodwill impairment tests could result in a chaigearnings. Purchased intangible assets witteflhies are amortized on a straight-line
basis over their respective estimated useful lives.
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Impairment

The Company evaluates goodwill, at a minimum, oammual basis and whenever events and changesimstances indicate that the
carrying amount of an asset may not be recoverdbligper Networks conducted its annual impairmesit &s of November 1, 2006 and
determined that the carrying value of its goodwiis not impaired. There were no events or circumestsfrom that date through March 31,
2007 that would impact this assessment. Futureimmgat indicators, including declines in the Comyammarket capitalization or a decrease
in revenue or profitability levels, could requirapairment charges to be recorded.

The Company evaluates long-lived assets held-ferfaisimpairment whenever events or changes igistances indicate that the carrying
amount of an asset may not be recoverable. Thete neeimpairments for the three months ended Maigt2007 and 2006.

Concentrations

Financial instruments that subject Juniper Netwdoksoncentrations of credit risk consist primagfycash and cash equivalents, investments
and accounts receivable. Juniper Networks mainttEreash, cash equivalents and available-forisatestments in fixed income securities
with high-quality institutions and only investshigh quality credit instruments. Deposits held wiinks may exceed the amount of insurance
provided on such deposits. Generally, these deposly be redeemed upon demand and therefore beianahrisk.

Generally, credit risk with respect to accountenesble is diversified due to the number of ergitemprising the Company’s customer base
and their dispersion across different geograptaations throughout the world. Juniper Networks @ens ongoing credit evaluations of its
customers and generally does not require collateralccounts receivable. Juniper Networks maintaserves for potential credit losses and
historically such losses have been within managé&merpectations.

The Company relies on sole suppliers for certaiitsofomponents such as application-specific irattgt circuits (“ASICs”) and custom sheet
metal. Additionally, Juniper Networks relies prirtyaon a limited number of significant independeontract manufacturers for the
production of all of its products. The inability afly supplier or manufacturer to fulfill supply téggments of Juniper Networks could
negatively impact future operating results.

Recent Accounting Pronouncemen

In February 2007, the FASB issued SFAS No. T8® Fair Value Option for Financial Assets and gl Liabilities-including an
amendment of FASB Statement No. 1ISFAS 159”). SFAS 159 expands the use of falugaccounting but does not affect existing
standards which require assets or liabilities tadeied at fair value. Under SFAS 159, an entigyralect to use fair value to measure
accounts receivable, available-for-sale and helohturity securities, equity method investmentspaats payable, guarantees, issued debt
and other eligible items. The fair value option nb@yelected generally on an instrument-by-instrurbesis as long as it is applied to the
instrument in its entirety, even if an entity hasikar instruments that it elects not to measursellaon fair value. SFAS 159 is required to be
adopted by the Company in the first quarter ofdfiD08. The Company currently is determining whefhir value accounting is appropriate
for any of its eligible items and cannot estimdite impact, if any, which SFAS 159 will have ondtmsolidated results of operations and
financial condition.

The Company adopted Financial Accounting StandBodsd (“FASB”) Interpretation No. 4&ccounting for Uncertainty in Income Taxes
(“FIN 48" on January 1, 2007, the first day ofcfié 2007. FIN 48 is an interpretation of FASB Sta¢at 109 Accounting for Income Taxes
and it seeks to reduce the diversity in practiemeiated with certain aspects of measurement aagjnétion in accounting for income taxes.
FIN 48 prescribes a recognition threshold and nreasent attribute for the financial statement redtigm and measurement of a tax position
that an entity takes or expects to take in a taxme Additionally, FIN 48 provides guidance on @&ognition, classification, interest and
penalties, accounting in interim periods, discleswaind transition. Under FIN 48, an entity may arlyognize or continue to recognize tax
positions that meet a “more likely than not” threlsh The Company reported the cumulative effecpgdlying FIN 48 was a $23.0 million
increase to the opening balance of accumulateditiafid a $1.0 million increase to goodwill . Semtote No. 8 “Income Taxes” for
additional information.
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Reclassifications
Certain reclassifications have been made to pear alances in order to conform to the current'ygaesentation.

Note 2. Investments

The following is a summary of the Company’s avdéator-sale investments, at fair value (in milligns

As of
March 31, December 31
2007 2006
Government securitie $ 240.¢ $ 310¢
Corporate debt securiti 381.( 620.¢
Asse-backed securities and equity securi 63.€ 85.4
Other 0.7 0.8
Total $ 686.1 $ 1,018.(
Reported as
Shor-term investment $ 426.7 $  443¢
Long-term investment 259.¢ 574.]
Total $ 686.1 $ 1,018.(
Note 3. Goodwill and Purchased Intangible Assets
Goodwill
Changes in the Company’s goodwill were as folloinsi{illions):
_Amount_
Balance as of December 31, 2( $3,624."
Cumulative effect adjustment from adoption of FI8l(4ee Note 8 1.C
Escrow and other additions to existing good: 23.¢
Balance as of March 31, 20 $3,649.¢

During the three months ended March 31, 2007, tragany distributed approximately 0.8 million shasésommon stock held in an escrow
account, with an aggregate fair value of $14.1iamllin connection with the expiration of certamiemnity obligations related to a past
acquisition. In addition, the Company paid $9.8lionl upon settlement of its acquisition relatedammhity obligations, of which $9.4 million
was released from its escrow funds.

Purchased Intangible Asse!

The following table presents details of the Compapurchased intangibles assets with definite lnesnillions):

Accumulated

Gross Amortization Net
As of March 31, 2007
Technologies and pater $ 379.¢ $ (2619 $ 117.¢
Other 68.¢ (41.79) 27.2
Total $ 448.F $ (303, $ 145.]
As of December 31, 200
Technologies and pater $ 379.¢ $ (242 $ 137.(
Other 68.¢ (36.7) 32.2
Total $ 448.F $  (279.9 $ 169.2

There were no additions to purchased intangibletagiiring the three months ended March 31, 20672806, respectively.

9
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Amortization expense of purchased intangible asse$24.1 million and $24.6 million were includeddperating expenses and cost of
product revenue for the three months ended Mar¢cR@17 and 2006, respectively. The estimated fuaomertization expense of purchased
intangible assets with definite lives for futureipds is as follows (in millions):

Year Ending December 31, Amount
2007 (remaining nine month $ 67.2
2008 46.2
2009 17.¢
2010 4.2
2011 2.C
Thereatftel 7.€

Total $ 145.]

Note 4. Other Financial Information
Cash, Cash Equivalent and Available-For-Sale Invesints

Details of the Company’s cash, cash equivalentaaailable-for-sale investments are as follows (iions):

As of
March 31, December 31
2007 2006
Cash and cash equivalel $2,037.¢ $ 1,596.:
Shor-term investment 426.7 443.¢
Long-term investment 259.4 574.1
Total cash, cash equivalents and avail-for-sale investment $2,723.¢ $ 2,614.

Restricted Casl

As of March 31, 2007 and December 31, 2006, réstticash of $33.6 million and $45.6 million, redpeady, consisted of escrow accounts
required by certain acquisitions completed in 28608 the Directors & Officers (“D&O”) trust. JunipBletworks established the D&O trust to
secure its indemnification obligations to certairedtors and officers arising from their activiti@s such in the event that the Company does
not provide or is financially incapable of providimdemnification. During the three months endeddie881, 2007, the Company released
$9.4 million from restricted cash for escrow paytseassociated with past acquisitions. In additiba,Company reduced its restricted cash
balance related to D&O and escrow requirements2o§ illion for the three months ended March 310220

Minority Equity Investments

As of March 31, 2007 and December 31, 2006, theyicay values of the Company’s minority equity intragnts in privately held companies
were $20.4 million.

Other Short-Term Accrued Liabilities

Details of the Company’s other short-term accruhilities are as follows (in millions):

As of
March 31, December 31
2007 2006
Accrued warrant $ 35.: $ 34.¢
Income taxes payab 28.¢ 38.t
Other accrued liabilitie 89.¢ 87.1
Total $ 153. $ 160.4
Other Long-Term Accrued Liabilities
Details of the Company’s other long-term accruadilities are as follows (in millions):
As of
March 31, December 31
2007 2006
Income taxes payab $ 28.: $ —
Other accrued liabilitie 16.7 17.4
Total $ 45.C $ 17.4

10
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Warranties

Changes in the Company’s warranty reserve werslsvs (in millions):

Three Months Ended March 31

2007 2006
Beginning balanc $ 34.¢ $ 358
Provisions made during the peri 11.7 7.€
Changes in estimati — (1.9
Actual costs incurred during the peri (11.2 (5.9
Ending balanci $ 35.2 $ 35.¢
Reported as
Shor-term $ 35 $ 28«
Long-term — 7.4
Ending balanc: $ 35z $ 35.¢
Deferred Revenu
Details of the Company’s deferred revenue are l&mafe (in millions):
As of
March 31, December 31
2007 2006
Service $ 316.¢ $ 282¢
Product 93.4 102.¢
Total $ 410.c $ 385.¢
Reported as
Shor-term $ 327. $ 312:
Long-term 82.t 73.%
Total $ 410.C $ 385.¢
Restructuring Charge:
Restructuring Accrue
The following table summarizes changes in the Camisarestructuring liabilities (in millions):
Remaining Remaining
liability as of liability as of
December 31 Cash March 31,
2006 payments Adjustment 2007
Restructuring reserve $ 1.5 $ (0.9 $ = $ 1.2
Reported as
Shor-term $ 0.¢ $ (0.3 $ — $ 0.8
Long-term 0.€ (0.7 — 0.t
Total $ 1.5 $ (0.9 $ = $ 1.2

All restructuring reserves as of March 31, 2007 Bedember 31, 2006 were associated with futurditiacharges and will be paid over the
remaining respective lease term through July 2068.difference between the actual future rent paysiand the restructuring reserves will

be recorded as operating expenses when incurred.

11
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Acquisition Related Restructuring Accrt
The following table summarizes changes in the Camisaacquisition related restructuring liabilitiéa millions):

Remaining Remaining
liability as of liability as of

December 31 Cash March 31,

2006 payments Adjustment 2007
Facilities $ 35 $ (0.5 $ = $ 2.8
Severance, contractual commitments and other ch 0.3 — — 0.3
Total $ 3.€ $ (0.5 $ = $ 3.1
Reported as

Shor-term $ 2.1 $ (0.2 $ = $ 1.¢
Long-term 1.t (0.3 — 1.2
Total $ 3.€ $ (0.5 $ = $ 3.1

Accumulated Deficit

The following table summarizes the activity in thempany’s accumulated deficit account (in millians)

Three Months

Ended
Month 31, 200}
Balance, December 31, 20 $ (1,632.)
Cumulative effect of adoption of FIN 48 (see Noj¢ (23.0
Retirement of common stock (see Note (29.7)
Net income 66.€
Balance, March 31, 20( $ (1,517.))

Stock-Based Compensation Expense

Amortization of stock-based compensation was inetlich the following cost and expense categoriesflions):

Three Months Ended March 31

2007 2006
Cost of revenue— Product $ 0.5 $ 0.5
Cost of revenue— Service 3.1 14
Research and developmt 11.C 10.C
Sales and marketir 7.€ 7.€
General and administrati 3.7 3.€
Total $ 25¢ $ 231

Other Charges
Other charges recognized consisted of the followimgnillions):

Three Months Ended March 31

2007 2006
Acquisition related charge $ 03 $ 14
Stock option investigation cos 4.7 —
Tax related charge 7.€ —
Total $ 12¢ $ 14

In connection with an acquisition completed in 20% Company recorded bonus obligation of $0.8aniland $1.4 million for the three
months ended March 31, 2007 and 2006, respectively.
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In the first quarter of 2007, the Company incur$dd7 million in professional fees for the costerfernal service providers used in the
completion of its internal stock option investigati

On March 12, 2007, the Company commenced a terifiarto amend certain options granted under thépguriNetworks, Inc. Amended &
Restated 1996 Stock Plan and the Juniper Netwbr&s2000 Nonstatutory Stock Option Plan that hagimal exercise prices per share that
were less than the fair market value per shareetbmmon stock underlying the option on the opdignant date, as determined by the
Company for financial accounting purposes. Undertdnder offer, employees subject to taxatiohaWnited States and Canada had the
opportunity to increase their strike price on aféelcoptions to the appropriate fair market valuesbare on the date of grant so as to avoid
unfavorable tax consequences under United Stateshal Revenue Code Section 409A or applicable @anaax laws and regulations. In
exchange for increasing the strike price of theg®ns, the Company committed to make a cash patto@mployees participating in the
offer so as to make employees whole for the increaietrike price as compared to their originali@pexercise price. In connection with the
offer, the Company amended options to purchasendlidn shares of the Company’s common stock androitted to make aggregate cash
payments of $7.6 million to offer participants. TBempany accrued this aggregate cash paymenttyaibithe three months ended March
2007.

Other Comprehensive Income

Other comprehensive income is as follows (in miltin

Three Months Ended March 31

2007 2006
Net income $ 66.€ $ 75.¢
Change in net unrealized losses on investnr 1.3 (1.0
Change in foreign currency translation adjustn aL{e 8
Total comprehensive incon $ 68.C $ 75

Derivatives

Derivatives used to mitigate transaction gainslasges generated by certain foreign currency dematendl monetary assets and liabilities are
carried at fair value with changes recorded in otheome (expense). Changes in the fair value edatderivatives are largely offset by re-
measurement of the underlying assets and lialsiliiGese foreign exchange contracts have matubigéggeen one and two months.

Derivatives used to hedge certain forecasted foreigrency transactions relating to operation egpsrare designated as cash flow hedges
and have maturities of less than one year. Thet@féeportion of the derivative’s gain or losshdtially reported as a component of
accumulated other comprehensive income and, upcuri@nce of the forecasted transaction, is subselyueclassified into the condensed
consolidated statements of operations line itemtizh the hedged transaction relates. The Compeerds any ineffectiveness of the
hedging instruments, which was immaterial durirgttiree months ended March 31, 2007 and 2006, ctsglg, in other income

(expense) in its condensed consolidated staternépizerations.

Note 5. Net Income per Share

The following table presents the calculation ofibasid diluted net income per share (in millionssept per share amounts):

Three Months Ended March 31

2007 2006

Numerator:

Net income $ 66.€ $ T75.¢
Denominator

Denominator for basic net income per st 569.¢ 566.(

Common stock equivalents from convertible c 19.¢ 19.¢

Common stock equivalents from employee stock aw 15.€ 17.7

Denominator for diluted net income per sh 604.¢ 603.€
Net income per shar

Basic $ 0.1Z $ 0.1:

Diluted $ 0.1 $ 0.1:
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Employee stock awards to purchase approximate§530956 and 46,226,139 shares of the Company’s @snstock in the three months
ended March 31, 2007 and 2006, respectively, wetgtanding, but were not included in the computatibdiluted earnings per share
because the exercise prices of those stock awardsgreater than the average share price of thenconshares and, therefore, the effect
would have been anti-dilutive.

Note 6. Stockholders’ Equity
Stock Repurchase Activitie

In July 2006, the Company’s Board approved a newkstepurchase program (“2006 Stock Repurchaser@rdy authorizing the Company
to repurchase up to $1.0 billion of Juniper Netvgddommon stock under this program. In February72@0e Company’s Board approved an
increase of $1.0 billion under this stock repurehaogram. Coupled with the prior authorizatior$af0 billion announced in July 2006, the
Company is now authorized to repurchase up toah 06t$2.0 billion of its common stock under thedDB(5tock Repurchase Program.
Purchases under the 2006 Stock Repurchase Progtiane ywade from time to time as permitted by séms laws and other legal
requirements and will be subject to a review ofdinreumstances in place at the time. This prograag bre discontinued at any time. During
the three months ended March 31, 2007, the Compgnychased 1,520,900 shares of common stock @a oyarket purchases at an ave!
price of $19.16 per share. The total purchase @fi&29.1 million was reflected as an increasecuaulated deficits. Common stock
repurchases under the program were recorded fouatiag purposes based upon the settlement daite afpplicable trade. Subsequent to
March 31, 2007, the Company repurchased an additioh9 million shares of common stock for totatqhase price of $320.3 million at an
average price of $21.43 per share. As of the fibihthis report, the 2006 Stock Repurchase Prodraghremaining authorized funds of
$1,650.6 million and a total of 16.5 million commsimares had been repurchased and retired sinagcéygion of this program, for
approximately $349.4 million at an average pric&2f.22 per share.

In the three months ended March 31, 2006, the Caypnpgpurchased 10.1 million common shares at arageeprice of $18.51 per share as
part of the $250.0 million stock repurchase progegproved in July 2004 (“2004 Stock Repurchaseara). The Company has completed
the 2004 Stock Repurchase Program and repurchasgal af 12.9 million common shares since the jtima of the program, for
approximately $250.0 million at an average pric&18.32 per share. All common shares repurchasgelr uhis program have been retired.

Stock Option Plan
Amended and Restated 1996 Stock |

The Company’s Amended and Restated 1996 Stock(ilari1996 Plan”) provided for the granting of imtige stock options to employees
and non-statutory stock options to employees, tlire@nd consultants. On November 3, 2005, thedadopted an amendment to the 1996
Plan to add the ability to issue RSUs under thesIan. RSUs represent an obligation of the Compaungsue unrestricted shares of
common stock to the grantee only when and to thenéxhat the vesting criteria of the award arésBat. In the case of RSUs, vesting crit:
can be based on time or other conditions spedifjethe Board or an authorized committee of the Boowever, until vesting occurs, the
grantee is not entitled to any stockholder righithwespect to the unvested shares. The Compangitadrized 164,623,039 shares of
common stock for issuance under the 1996 PlanctfieMay 18, 2006, additional equity awards urttier 1996 Plan have been discontin
and new equity awards are being granted under@8é Equity Incentive Plan (the “2006 Plan”). Reniagnauthorized shares under the 1996
Plan that were not subject to outstanding awards &ay 18, 2006 were canceled on May 18, 2006. T%#6 Plan will remain in effect as to
outstanding equity awards granted under the plam fr May 18, 2006.

Under the 1996 Plan, incentive stock options maybeagranted at an exercise price less than thetaiket value per share of the common
stock on the date of grant. The Company has nattgglaincentive stock options since June 1999. Nat#®ry stock options may be granted
under the terms of the plan at an exercise priteriskined by the Board of Directors or a committatharized by the Board of Directors.
Vesting and exercise provisions were permittedetalétermined under the terms of the plan by thedofDirectors or a committee
authorized by the Board. Options granted unde @86 Plan generally become exercisable over ayfear-period beginning on the date of
grant and have a maximum term of ten years. Optoasted to consultants were in considerationtferfair value of services previously
rendered, are not contingent upon future eventsaaand expensed in the period of grant.
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The 1996 Plan also provided for the sale of rastlichares of common stock or RSUs to employees@mlltants. Shares issued to
consultants were for the fair value of servicesjmesly rendered and were not contingent upon &awents. Shares sold to employees were
made pursuant to restricted stock purchase agreasroemntaining provisions established by the Board committee authorized by the Board.
These provisions give Juniper Networks the rightefaurchase the shares at the original sales ppiae termination of the employee. This
right expires at a rate determined by the Boardegaly at the rate of 25% after one year and 2Z088er month thereafter. As of March 31,
2007, there were no shares subject to repurchatar tie 1996 Plan.

2000 Nonstatutory Stock Option Plan

In July 2000, the Board adopted the Juniper Net&@B00 Nonstatutory Stock Option Plan (the “20nPL The 2000 Plan provided for the
granting of non-statutory stock options to emplayelrectors and consultants. Non-statutory stqtlons may be granted under the terms of
the plan at an exercise price determined by thedBoaa committee authorized by the Board. Vesting exercise provisions were permitted
to be determined under the terms of the plan byBtierd or an authorized committee of the Boardiddgtgranted under the 2000 Plan
generally become exercisable over a fpear period beginning on the date of grant and laaveximum term of ten years. Options grante
consultants were in consideration for the fair @abd services previously rendered, were not coertibhgpon future events and were expensed
in the period of grant. The Company had author@@®801,437 shares of common stock for issuancerihde€000 Plan. Effective May 18,
2006, additional equity awards under the 2000 Riare been discontinued and new equity awards amg beanted under the 2006 Plan.
Remaining authorized shares under the 2000 Plamiéra not subject to outstanding awards as of M&y2006 were canceled on May 18,
2006. The 2000 Plan will remain in effect as tostartding equity awards granted under the plan poidtay 18, 2006.

2006 Equity Incentive Plan

On May 18, 2006, the Company'’s stockholders adogite@006 Plan to enable the granting of incergieek options, nonstatutory stock
options, RSUs, restricted stock, stock appreciatigints, performance shares, performance unitgrcedf stock units or dividend equivalents
to the employees and consultants of the Compang 2006 Plan also provides for the automatic, nearditionary award of nonstatutory
stock options to the Company’s non-employee merabtre Board (“outside directors”).

The maximum aggregate number of shares authorizéerihe 2006 Plan is 64,500,000 shares of commegk,glus the addition of any
shares subject to outstanding options under thé P®n and 2000 Plan that subsequently expiredasnised after May 18, 2006 up to a
maximum of 75,000,000 additional shares of the comstock. Restricted stock, performance share gwafdSUs with a per share or unit
purchase price lower than 100% of the fair marledti® of the Company’s common stock on the day efgttant shall be counted as two and
one-tenth shares for every one share subject tawhed. In the case of a restricted stock awardetitire number of shares subject to such
award would be issued at the time of grant. Sueheshcould be subject to vesting provisions baseiihte or other conditions specified by
the Board or an authorized committee of the Boaine Company would have the right to repurchase stedeshares subject to a restricted
stock award if the grantee’s service to the Companyinated prior to full vesting of the award. Wnépurchased, such unvested shares
would be considered outstanding for dividend, \@tmd other purposes.

To the extent a 2006 Plan award is settled in catster than stock, such cash payment shall noceethe number of shares available for
issuance under the 2006 Plan. No restricted s&iokk appreciation right, deferred stock unit atidind equivalent had been issued as of
March 31, 2007. The Company had issued stock opaon RSUs covering 15.6 million and 2.7 milliomsgs of common stock, respectivi
under the 2006 Plan as of March 31, 2007. In tts¢ duarter of 2007, the Board also granted permga share awards to eligible executives
covering an aggregate of up to 0.7 million shafesosmmon stock that vest in 2010 provided certainual performance targets and other
vesting criteria are met.

Incentive stock options may not be granted at @mnaése price less than the fair market value of@bepany’s common stock on the date
such option is granted. The exercise price of aaritive stock option granted to a 10% or greatsridtolder may not be less than 110% of
the fair market value of the common stock on trengdate. Vesting and exercise provisions are hed by the Board, or an authorized
committee of the Board. Stock options granted utitke2006 Plan generally vest and become exereigafgr a four year period. Restricted
stock, performance shares, RSUs or deferred stoitk thhat vest solely based on continuing employtoeprovision of services will vest in
full no earlier than the three year anniversarthefgrant date. In the event vesting is based aoraother than continued future provision of
services, such awards will vest in full no eartlean the one year anniversary of the grant datéo@pgranted under the 2006 Plan have a
maximum term of seven years from the grant datéewhcentive stock options granted to a 10% or tgrestockholder have a maximum term
of five years from the grant date.
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The 2006 Plan provides each outside director amnaatic grant of an option to purchase 50,000 shafreemmon stock upon the date on
which such individual first becomes an outside aivg whether through election by the stockholdérihie Company or appointment by the
Board to fill a vacancy (the “First Option”). In dition, at each of the Company’s annual stockhotdeetings (i) each outside director who
was an outside director on the date of the priar'geannual stockholder meeting shall be automiftigaanted an option to purchase 20,000
shares of common stock, and (ii) each outside @hiracho was not an outside director on the datdefrior year's annual stockholder
meeting shall receive an option to purchase a at@{ortion of the 20,000 shares of the commorksdetermined by the time elapsed since
the individual’s First Option grant (“the Annual @m”). The First Option vests monthly over approately three years from the grant date
subject to the outside director’s continuous sergio the Board. The Annual Option shall vest mgntivier approximately one year from the
grant date subject to the outsider director’s ecartdus service on the Board. Under the 2006 Plamgrapgranted to outside directors have a
maximum term of seven years.

Plans Assumed Upon Acquisiti

In connection with past acquisitions, the Compasguaned options and restricted stock under the stlacis of the acquired companies. The
Company exchanged those options and restricte# &tloduniper Networks’ options and restricted ktaad, in the case of the options,
reserved the appropriate number of shares of conatomk for issuance pursuant to those options.fAdasch 31, 2007, there were
approximately 7,796,000 shares subject to optiatstanding under plans assumed through past atiqossiThere were no restricted stock
repurchases during the first quarter of 2007. Mtricted shares were subject to repurchase as afHV&d, 2007.

Stock Award Activities

In the first quarter of 2007, the Company grant&R covering 2.0 million shares of common stocks@mployees under the 2006 Plan.
Such awards generally vest over a period of thrédew years from the date of grant. Until veste@Us do not have the voting rights of
common stock and the shares underlying the RSUsatreonsidered issued and outstanding. The Comggmnses the cost of the RSUSs,
which is determined to be the fair market valu¢hefshares at the date of grant, ratably over é¢hnieg during which the restrictions lapse. In
addition to RSUs, the Company also granted empletazk options covering 9.0 million shares of commstock under the 2006 Plan in the
first quarter of 2007. No restricted stock was ébin the three months ended March 31, 2007 an€.200

Net income for the three months ended March 317 20€uded pr-tax stock-based compensation expense of $25.®mitklated to
employee stock options, RSUs, and performance siveaieds reflecting the fair value recognition psiens under SFAS 123R. Net income
for the three months ended March 31, 2006 inclysteetax stock-based compensation expense of $28idmnelated to employee stock
options, RSUs and employee stock purchases und&dmpany’s Employee Stock Purchase Plan reflettiadair value recognition
provisions under SFAS 123R.

A summary of the Company’s stock award activity agldted information for the three-months endeddWia@1, 2007 is set forth in the
following table:

Outstanding Options(4)

Weighted
Weighted- Average
Shares Average Remaining
Available Number of Exercise Contractual Aggregate
For Grant(1) Shares Price Term Intrinsic Value
(In thousands, (In thousands, (In dollars) (In years) (In thousands)
Balance at January 1, 20 60,54: 82,09: $ 18.6¢
RSUs and performance share awards grantt (4,167) — —
Options grante: (9,047 9,047 18.61
RSUs cancele 31 — —
Options canceled(: 81C (890 17.71
Options exercise — (1,915 10.51
Options expired(3 1,051 (1,082 23.3¢
Balance at March 31, 20( 49,22¢ 87,25 $ 18.7¢ 5.¢ $ 329,05t

(1) Shares available for grant under the 1996 Plar2@08 Plan and the 2006 Plan, as applic:
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(2) RSUs and performance share awards with ahme or unit purchase price lower than 100% ofdhienarket value of the Company’s
common stock on the day of the grant under the 2086 are counted as two and one-tenth sharesiohon stock for each share
subject to such award. The Company granted RSUgparidrmance share awards covering 2.0 millioneshaf common stock in the
three months ended March 31, 20

(3) Canceled or expired options under the 198@ Bhd the 2000 Plan and the stock plans of thair@cjcompanies are no longer available
for future grant under such plans, except for shaubject to outstanding options under the 1996 &fal the 2000 Plan that
subsequently expired unexercised after May 18, 20060 a maximum of 75,000,000 additional shafeommon stock, become
available for grant under the 2006 PI

(4) In addition to the outstanding options congr87.3 million shares of common stock, the Compaay RSUs and performance share
awards covering 5.1 million shares of common stmastanding as of March 31, 2007, with an aggregmitimsic value of
$100.4 million and a weighted average remainingreatual life of 1.9 years. Aggregate intrinsicu@kepresents the difference
between the Company'’s closing stock price on thettading day of the reporting period, which wa8 $8 as of March 31, 2007, and
the exercise price multiplied by the number of tedlaRSUs

A summary of the Company’s vested or expected-&t-options and exercisable options as of Marcl28@y is set forth in the following
table:

Weighted

Weighted- Average

Average Remaining

Number of Exercise Contractual Aggregate

Shares Price Term Intrinsic Value
(In thousands, (In dollars) (In years) (In thousands)
Vested or expect-to-vest options 81,78! $ 18.8:¢ 5.8 $ 318,80(
Exercisable option 62,981 19.0¢ 5.€ 280,58t

As of March 31, 2007, options covering approxima&3 million shares of common stock were exercsabla weighted average exercise
price of $19.06 per option. As of March 31, 20086tians covering approximately 65 million sharexommon stock were exercisable at a
weighted average exercise price of $18.88 per nptio

Aggregate intrinsic value represents the differdmeteveen the Company’s closing stock price ondkettading day of the fiscal period,
which was $19.68 as of March 31, 2007, and theoeseprice multiplied by the number of related ops. The pre-tax intrinsic value of
options exercised, representing the difference déetwhe fair market value of the Company’s comntoakson the date of the exercise and
the exercise price of each option, was $16.4 milfar the three months ended March 31, 2007.

Total fair value of options that vested during theee months ended March 31, 2007 was $26.2 milAsrof March 31, 2007, approximately
$155 million of total unrecognized compensationt eekated to stock options is expected to be reizegnover a weighted-average period of
3 years. Approximately $39.5 million of the totaracognized compensation cost is estimated todfeitked prior to the vesting of such
awards and has been excluded from the precedinig cos

Restricted Stock Units Activitit

The following schedule summarizes information altbbatCompany’s RSUs as of March 31, 2007:

Weighted-
Weighted- Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Shares Price Term Value
(In thousands] (In dollars) (In years) (In thousands’
Shares subject to outstanding R¢ 5,102 $ — 1.¢ $ 100,41
Vested and expected to vest RS 3,702 — 1.8 72,85(

None of the outstanding RSUs were vested or exari@sas of March 31, 2007. The shares subjeceetbutstanding RSUs has b
deducted from the shares available for grant utfdeCompany’s stock option plans. RSUs and perfoomahare awards with a per share or
unit purchase price lower than 100% of the fairketiwalue of the Company’s common stock on theafakie grant under the 2006 Plan are
counted as two and one-tenth shares of common &toe&ach share subject to such award. The weightethge grant date fair value of
restricted stock units granted during the firsethmonths of 2007 and 2006 was $18.46 and $1&8pectively. As of March 31, 2007,
approximately $69 million of total unrecognized qmensation cost related to RSUs is expected
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to be recognized over a weighted-average peri@i8years. Approximately $20 million of the totalracognized compensation cost is
estimated to be forfeited prior to the vesting wélsawards.

Employee Stock Purchase Ple

In April 1999, the Board of Directors approved #uoption of Juniper Networks 1999 Employee StodicRase Plan (the “Purchase Plan”).
The Purchase Plan permits eligible employees taieeghares of the Company’s common stock througlogic payroll deductions of up to
10% of base compensation. Each employee may pwclamore than 6,000 shares in any twelve-montiogheaind in no event, may an
employee purchase more than $25,000 worth of stietlermined at the fair market value of the shatébe time such option is granted, in
one calendar year. The Purchase Plan is impleméangederies of offering periods, each six monthduration, or a shorter period as
determined by the Board. The price at which thermom stock may be purchased is 85% of the lessiedfir market value of the
Company’s common stock on the first day of the @pple offering period or on the last day of thelagable offering period. On

December 16, 2005, the Board amended the Comp&3P$ to eliminate the ability of a participant unithe ESPP to increase the rate of
each employee’s payroll deductions during any ofteperiod (as defined in the ESPP). This changeeffective beginning with the offering
period commencing on February 1, 2006. The Compaysuspended its employee payroll withholdinggHerpurchase of its common
stock under the ESPP offering period from Augugt@through January 31, 2007. In January 2007, tredBof Directors approved a delay
the start of next offering period from Februan2@7 to April 1, 2007 (such offering period willeeon July 31, 2007). No pre-tax
compensation expense was recorded in the first tie@nths of 2007 related to the stock issued uUB8EP due to the temporary suspension
of the plan. As of March 31, 2007, approximatel9®,500 shares had been issued and 11,509,513 sbarained available for future
issuance under the ESPP.

Valuation of Stock-Based Compensation

SFAS No. 123R requires the use of a valuation mtudehlculate the fair value of stock-based awartie. Company has elected to use the
Black-Scholes-Merton option-pricing model, whiclednporates various assumptions including volatiktypected life, and risk-free interest
rates. The expected volatility is based on theohisil volatility of the Company’s common stock ovlee most recent period commensurate
with the estimated expected life of the Compantosls options, adjusted for other relevant factaduding implied volatility of market
traded options on the Company’s common stock. Kpeaed life of an award is based on historicakeigmce and on the terms and
conditions of the stock awards granted to emplayaesvell as the potential effect from options thad not been exercised at the time.

Since 2006, the Company has granted stock opti@mdsnthat have a contractual life of seven years fthe date of grant. Prior to 2006,
stock option awards generally had a ten year cotahlife from the date of grant. As a result, éxpected term assumption used in the first
three months of 2007 and 2006 reflected the shoaetractual life of the new option awards grardadng the period.

The assumptions used and the resulting estimatesighted-average fair value per share of awardstgd and employee stock purchases
under the ESPP during those periods were:

Three Months Ended March 31.

2007 2006
Employee Stock Option:
Volatility factor 40% 3%
Risk-free interest rat 4.€% 4.€%
Expected life (years 3.7 3.5
Dividend yield — —
Weightec-average fair value per she $ 6.€ $ 64
Employee Stock Purchase Pl
Volatility factor — 33%
Risk-free interest rat — 3.7%
Expected life (years — 0.5
Dividend yield — —
Weightec-average fair value per she $ — $ 5.8
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Extension of Stock Option Exercise Periods for FarEmployee:

The Company could not issue any securities undeegistration statements on Form S-8 during thiogén which it was not current in its
SEC reporting obligations to file periodic repanteder the Securities Exchange Act of 1934. As altieduring parts of 2006 and 2007,
options vested and held by certain former emplopédise Company could not be exercised until th@gletion of the Company’s stock
option investigation and the Company'’s public finobligations had been met (the “trading blackgmrtod”). During the three months
ended March 31, 2007, options covering approxingaéD,000 shares of common stock were schedulegive and could not be exercised
as a result of the trading blackt period restriction. The Company extended thmration date of these stock options to April 9020the en
of a 30—day period subsequent to the Companyrgfilif its required regulatory reports. As a reefithe modification, the fair value of such
stock options have been reclassified to currebtlifees subsequent to the modification and argetttio mark-tomarket provisions at the el
of each reporting period until the earlier of fisattlement or April 9, 2007. The Company meastimedair value of these stock options us
the Black-Scholes-Merton option valuation model egxbrded approximately $4.3 million during thesthmonths ended March 31, 2007. In
addition, the Company also recorded $4.4 milliospagted with the approximately 1,446,000 sharesren by such options which had
exercise periods extended in 2006 as a resultedfrtiding black-out period restriction. As of Ma&h 2007, the Company had an aggregate
fair value of approximately $2.8 million within aent liabilities in connection with all of such exided options. Any changes to the fair
values of these options between April 1, 2007 amal Bettlement or expiration on April 9, 2007 Wik expensed in the Compasigondense
consolidated statements of operations in the seqaader of 2007.

Note 7. Operating Segments

The Company’s chief operating decision maker (“COD&hd senior management team (together “managéjredidcate resources and
assess performance based on financial informatfarategories of products and by service.

The Infrastructure segment includes products frloenE-, M- and T-series router product families &4 as the circuit-to-packet products and
SBC products. The SLT segment consists primariljfrefvall and virtual private network (“VPN") systes and appliances, secure sockets
layer (“SSL”") VPN appliances, intrusion detectiardgrevention appliances (“IDP”), application framtd platforms, the J-series router
product family, Odyssey products and wide area akW/'WAN") optimization platforms. Prior to 200The SLT segment included security
products and application acceleration reportingsufeginning in 2007, the Company no longer sefeegthe two reporting units within the
SLT segment. The Service segment delivers worldewitvices to customers of the Infrastructure badSLT segments.

The primary financial measure used by the managemessessing performance and allocating resotioc® segments is management
operating income, which includes certain cost wéreies, research and development expenses, sdlesaketing expenses, and general and
administrative expenses. Direct costs, such aslatdrcosts, research and development and produketirey expenses, are generally applied
directly to each operating segment. Indirect casish as manufacturing overhead and other costies,sare allocated based on standard
costs. Indirect operating expenses, such as saeketing, business development, and general améhizdrative expenses are generally
allocated to each operating segment based on $aiciduding headcount and revenue.

Financial information for each operating segmeedusy management to make financial decisions dndadé resources is summarized as
follows (in millions):

Three Months Ended March 31

2007 2006*
Net revenues
Infrastructure $ 385.: $ 363.C
Service Layer Technologit 124 111.1
Service 117.2 92.¢
Total net revenue 626.¢ 566.7
Operating income
Management operating incorr
Infrastructure 101.t 119.1
Service Layer Technologit (8.9 (3.9
Service 29.¢ 24.i
Total management operating inco 123.1 140.(
Amortization of purchased intangible ass (24.7) (24.6)
Stocl-based compensation expel (25.9 (23.])
Other charge (12.9) (1.9
Total operating incom 60.5 90.¢
Interest and other incon 34.C 20.¢
Interest and other expen (@50)) 1.
Income before income tax $ 93.4 $ 110.¢

* Prior period amounts have been reclassified toaramto the current year presentati
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The Company attributes sales to geographic regigadbon the customer’s ship-to location. The falhgvtable shows net revenue by
geographic region (in millions):

Three Months Ended March 31

2007 2006

Americas:

United State: $ 279.F $ 241.1

Other 15.¢ 19.C

Total Americas 295.¢ 260.1
Europe, Middle East and Afric 209.¢ 201.¢
Asia Pacific 122.1 104.¢
Total $ 626.¢ $ 566.7

Siemens and Verizon individually accounted for 128d 16% of the Company’s net revenues for the thmeaths ended March 31, 2007,
respectively. Siemens and Lucent individually actted for 15% and 10% of the Company’s net revefuethe three months ended
March 31, 2006, respectively. The revenue attridbtibecach significant customer was derived fromsdie of products and services in all
three operating segments.

The Company tracks assets by physical location.rii&jerity of the Company’s assets, including proypand equipment, were attributable to
its U.S. operations as of March 31, 2007 and Deeer@b, 2006.

Note 8. Income Taxes

The Company recorded tax provisions of $26.8 nriltmd $34.8 million for the three months ended Ma&t, 2007 and 2006, respectively.
The Company’s effective tax rate was approxima2&$6 and 32% for the three months ended March 317 20d 2006, respectively. The
2007 rate differs from the federal statutory raienprily due to income earned in foreign jurisdicts which are subject to lower rates and
research and development credits in the UnitecStdthe 2007 rate differs from the 2006 rate prilpmdue to the extension of the federal
research and development credit, which did notoaatil the fourth quarter of 2006. The Companyiedme taxes currently payable for
federal and state purposes have been reduced lgxthenefit from employee stock option transactiarhis benefit totaled $2.3 million for
the three months ended March 31, 2007 and wasteflas an increase to additional paid-in capital.

The Company adopted the provisions of FIN 48, erudey 1, 2007, the first day of fiscal 2007. Thenclative effect of applying FIN 48 was
a $23.0 million increase to the opening balancacotimulated deficit and a $1.0 million increasgdodwill. The total amount of gross
unrecognized tax benefits as of March 31, 2007 $@8s0 million. Included in the balance as of MaBdh 2007 were approximately

$75 million of unrecognized tax benefits that,&€ognized, would affect the effective tax rate. Témognition of the remaining unrecognized
tax benefits would affect goodwill for resolutiohuncertain tax positions related to pre-acquisifi@riods. With the exception of the Internal
Revenue Service’s (“IRS”) audit of our 1999 — 2@86eral income tax returns referenced below, the@my currently is not under
examination by any major jurisdictions in which tBempany files its income tax returns. It is pokssthat the amount of the liability for
unrecognized tax benefits, including the unrecogphiax benefit position related to the IRS aud#nmenced below may change within the
next 12 months. However, an estimate of the rafigessible change cannot be made at this time.

In accordance with the Company’s accounting poliicsecognizes accrued interest and penaltiesaglia unrecognized tax benefits as a
component of tax expense. This policy did not cleaag a result of the adoption of FIN 48. The Comgead accrued interest expense and
penalties of $4.1 million as of the date of adapid FIN 48.
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The change in total gross unrecognized tax berfefitthe three months ended March 31, 2007 anéhteeest and penalties incurred for the
same period were immaterial.

The Company conducts business globally and, asudtyduniper Networks or one or more of its suidsids files income tax returns in the
U.S. federal jurisdiction and various state aneifypm jurisdictions. In the normal course of busgntge Company is subject to examination by
taxing authorities throughout the world, includgigch major jurisdictions as Ireland, Hong Kong, URKance, Germany, The Netherlands,
Japan, China, Australia, and the U.S. With few piioas, the Company is no longer subject to U.8effal, state and local, or non-U.S.
income tax examinations for years before 2003 palgh carryforward attributes that were generatéat pp 2003 may still be adjusted upon
examination by the IRS if they either have beewitirbe used in a future period.

The IRS has concluded an audit of the Company’'sriddncome tax returns for fiscal years 1999 ab@02 During 2004, the Company
received a Notice of Proposed Adjustment (“NOPAYN the IRS. While the final resolution of the issuaised in the NOPA is uncertain,
the Company believes it has made adequate prosigiche accompanying Condensed Consolidated HedgBiatements for any adjustme
that the IRS has proposed with respect to thesestars.

In conjunction with the IRS income tax audit, certaf the Company’s US payroll tax returns weremixeed for fiscal years 1999 — 2001,
and the Company received a second NOPA in the aned$il.7 million for employment tax assessmemisarily related to the timing of
tax deposits related to employee stock option ésesc The Company agreed to settle this issueth@hRS through the appeals process for
approximately $2.7 million, and the Company hadifatcrued for this liability in its condensed colidated balance sheet as of March 31,
2007. The Company expects to make the paymentisgbond quarter of 2007.

Note 9. Commitments and Contingencies
Commitments

The following table summarizes the Company’s ppatcontractual obligations as of March 31, 20@7nfillions):

Total 2007 2008 2009 2010 2011 Thereafter

Operating leases, net of
committed sublease $ 175« $ 314 $ 35.C $ 28.1 $ 25t $ 21.¢ $ 33t
Senior Note: 399.¢ — 399.¢ — — — —
Purchase Commitmen 112.2 112.2 — — — — —
Other Contractual Obligatior 22.C 12.C 5.C 5.C — — —
Total $ 709.t $ 155.€ $ 439.¢ $ 33.1 $ 25¢F $ 21.¢ $ 33t

Operating Leases

Juniper Networks leases its facilities under opegdeases that expire at various times, the langfeshich expires in 2016. Future minimum
payments under the non-cancelable operating leasteef committed subleases, totaled $175.4 millisrof March 31, 2007. Rent and related
expenses paid to a related party was $1.0 millimh&L.1 million for the three months ended MarchZI07 and 2006, respectively.

Senior Notes

As of March 31, 2007, the Company’s Zero Couponv@atiible Senior Notes (“Senior Notes”) had a cargyvalue of $399.9 million. The
Senior Notes are due on June 15, 2008.

Purchase Commitmen

The Company does not have firm purchase commitnveititsits contract manufacturers. In order to rezlotanufacturing lead times and
ensure adequate component supply, the contractfawarers place non-cancelable, non-returnable NRQ orders, which were valued at
$112.2 million as of March 31, 2007, based on then@any’s build forecasts. The Company does not ¢éak®ership of the components and
the NCNR orders do not represent firm purchase coments pursuant to Juniper Networks’ agreementis thie contract manufacturers. The
components are used by the contract manufacturdngitd products based on purchase orders the Quyripes received from its customer:
its forecast. The Company may incur a liability fwoducts built by the contract manufacturer if toenponents go unused for specified
periods of time and, in the meantime, the Compaay be assessed carrying charges. As of March 7, 20e Company had accrued $21.7
million based on its estimate of such charges.
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Other Contractual Obligations

As of March 31, 2007, other contractual obligationssisted primarily of the escrow amount of $1illion in connection with past
acquisitions for indemnity obligations expiring2007. Earn-out and bonus obligations of $1.6 nrilivay be payable to certain former
employees of acquired companies through the fayutrter of 2007 and, to the extent paid, will beorded as compensation expense ratably
over the periods in which the payouts are meas(ieel Company had accrued $0.8 million for its eamhand bonus obligations as of

March 31, 2007.

In the three months ended March 31, 2007, the Caynpatered into an agreement to purchase time-kasbdology subscription licenses of
certain software products. In connection with tliensing agreement, the Company will pay $5.0ianilin January 2008 and another

$5.0 million in January 2009 in addition to thega® amount as of March 31, 2007. The total coshisflicensing agreement will be
amortized ratably over the subscription period.

As of March 31, 2007, the Company had $28.3 milbbtongterm liabilities in its condensed consolidated hatasheet for unrecognized
positions. However, the periods of cash settlematht the respective tax authority cannot be realslynastimated.

Guarantees

The Company has entered into agreements with séiteecustomers that contain indemnification présiss relating to potential situations
where claims could be alleged that the Companyslyets infringe the intellectual property rightsaothird party. Other guarantees or
indemnification arrangements include guarantegsaduct performance and standby letters of crdditsertain lease facilities. The
Company has not recorded a liability related te¢hguarantee and indemnification provisions andutrantees and indemnification
arrangements have not had any significant impa¢therCompany’s financial position, results of opierss, or cash flows.

Legal Proceeding:

The Company is subject to legal claims and litgatarising in the ordinary course of business, sisclmployment or intellectual property
claims, including the matters described below. datome of any such matters is currently not deiteaibie. Although the Company does
expect that any such legal claims or litigationl witimately have a material adverse effect orcansolidated financial position or results of
operations, an adverse result in one or more nsattarld negatively affect the Company’s resulthaperiod in which they occur.

Stock Option Lawsuits
Federal Derivative Lawsuits

Between May 24, 2006 and August 17, 2006, sevepapiad shareholder derivative actions were filethenUnited States District Court for
the Northern District of California against the Quany and certain of its current and former officams directors. The lawsuits allege that the
Company’s officers and directors either particigateillegal back-dating of stock option grantsatiowed it to happen. On October 19, 2006,
the Court ordered the consolidation of these astasin Re Juniper Derivative ActiondNo. 06-03396, and appointed as the lead plantiff
Timothy Hill, Employer-Teamsters Local Nos. 175 &BPension Trust Fund, and Indiana State DistrietrCil of Laborers and HOD
Carriers Pension Fund. Lead plaintiffs filed a adigated complaint on April 11, 2007. The consdl@hcomplaint asserts causes of actio
violations of federal securities laws, violatiorfSGalifornia securities laws, breaches of fiducidnty, aiding and abetting breaches of
fiduciary duty, abuse of control, corporate wabteach of contract, unjust enrichment, gross misgement, and insider selling and
misappropriation of information. The consolidatednplaint also demands an accounting and rescisdialbegedly improper stock option
grants. Defendants’ response to the consolidategplzont is due on May 29, 2007.

State Derivative Lawsuits — California

On May 24 and June 2, 2006, two purported sharehaléerivative actions were filed in the Santa Clacainty Superior Court in the State of
California against the Company and certain of itsent and former officers and directors. These aations were consolidated lasre
Juniper Networks Derivative LitigatioNo. 1:06CV064294, by order dated June 20, 2006amanded consolidated complaint was filed on
April 9, 2007. The amended consolidated compldiagas that certain of the Company’s current
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and former officers and directors either partiogokin illegal backdating of stock options or allowed it to happene Tomplaint asserts cau
of action for unjust enrichment, breach of fidugiduties, abuse of control, gross mismanagemerstena corporate assets, insider selling
and misappropriation of information, and violatiaf<California securities laws. Plaintiffs also demad an accounting and rescission of
allegedly improper stock options grants, and a ttaosve trust of proceeds derived from illicit skooptions. Pursuant to a stipulation
between the parties dated April 9, 2007, whictulsject to court approval, Defendantssponse to the amended consolidated complairte
on May 24, 2007.

Federal Securities Class Action

On July 14, 2006 and August 29, 2006, two purpoctads actions were filed in the Northern DistaECalifornia against the Company and
certain of its current and former officers and dioes. On November 20, 2006, the Court consoliddtedwo actions al re Juniper
Networks, Inc. Securities LitigatioNo. C06-043273W, and appointed the New York City Pension Fursdead plaintiffs. The lead plaintif
filed a Consolidated Class Action Complaint on Jagu2, 2007, and filed an Amended ConsolidatedsChction Complaint on April 9,
2007. The Amended Consolidated Complaint allegasthie defendants violated federal securities layvnanipulating stock option grant
dates to coincide with low stock prices and issdaige and misleading statements including, amdahegrs, incorrect financial statements due
to the improper accounting of stock option gramtee Amended Consolidated Complaint asserts claimgiblations of the Securities Act of
1933 and the Securities Exchange Act of 1934 omlbehall persons who purchased or otherwise aeguiuniper Networks’ publicly traded
securities from July 12, 2001 through and includdamgust 10, 2006.

Calamore Proxy Statement Action

On March 28, 2007 an action titliddanne M. Calamore v. Juniper Networks, Inc., giNd. C-07-1772-JW, was filed by Jeanne M.
Calamore in the Northern District of California &g the Company and certain of its current anchfarofficers and directors. The complaint
alleges that the proxy statement for the Compa2§36 Annual Meeting of Stockholders contained ussitalse and misleading statements in
that it failed to disclose stock option backdatimprmation. As a result, plaintiff seeks prelimipand permanent injunctive relief with
respect to the Company’s 2006 Equity Incentive Flaiuding seeking to invalidate the plan ancegjliity awards granted and grantable
thereunder.

Other Matters
IPO Allocation Case

In December 2001, a class action complaint wad filehe United States District Court for the S@uthDistrict of New York against the
Goldman Sachs Group, Inc., Credit Suisse First@oSorporation, FleetBoston Robertson Stephens, Rayal Bank of Canada (Dain
Rauscher Wessels), SG Cowen Securities Corporddids, Warburg LLC (Warburg Dillon Read LLC), Chastambrecht & Quist LLC),
J.P. Morgan Chase & Co., Lehman Brothers, IncQr8ah Smith Barney, Inc., Merrill Lynch, Pierce, Ren& Smith, Incorporated
(collectively, the “Underwriters”™), Juniper Netwarland certain of Juniper Networlafficers. This action was brought on behalf of fnager:
of the Company’s common stock in its initial pulifering in June 1999 and its secondary offerim@éeptember 1999.

Specifically, among other things, this complainégéd that the prospectus pursuant to which sttdresmmon stock were sold in the
Company’s initial public offering and the Compangishsequent secondary offering contained certése tnd misleading statements or
omissions regarding the practices of the Undervgritdth respect to their allocation of shares ahowon stock in these offerings and their
receipt of commissions from customers related th sllocations. Various plaintiffs have filed actioasserting similar allegations concerr
the initial public offerings of approximately 30€her issuers. These various cases pending in thin&m District of New York have been
coordinated for pretrial proceedingslase Initial Public Offering Securities Litigation21 MC 92. In April 2002, plaintiffs filed a
consolidated amended complaint in the action ag#iesCompany, alleging violations of the Secusithet of 1933 and the Securities
Exchange Act of 1934. Defendants in the coordinptedeeding filed motions to dismiss. In Octobe®2the Company’s officers were
dismissed from the case without prejudice purstmatstipulation. On February 19, 2003, the cotahted in part and denied in part the
motion to dismiss, but declined to dismiss thenstaagainst the Company.

In June 2004, a stipulation for the settlementmbebse of claims against the issuer defendamsidimg the Company, was submitted to the
Court for approval. The terms of the settlemenapiproved, would dismiss and release all claim@agparticipating defendants (including
the Company). In exchange for this dismissal, Doecand Officers insurance carriers would agregutirantee a recovery by the plaintiffs
from the underwriter defendants of at least $1liibhi and the issuer defendants would
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agree to an assignment or surrender to the plgimtifcertain claims the issuer defendants may lageaénst the underwriters. On August 31,
2005, the Court confirmed preliminary approvaltod settlement. On April 24, 2006, the Court hefdimess hearing in connection with the
motion for final approval of the settlement. Theu@alid not issue a ruling on the motion for fiaglproval at the fairness hearing. The
settlement remains subject to a number of conditiortluding final court approval. On December @0&, the Court of Appeals for the
Second Circuit reversed the CoarOctober 2004 order certifying a class in the easenst the Company, which along with five ottssiuers
was selected as a test case by the underwritendizfies and plaintiffs in the coordinated proceedinis unclear what impact this will have
on the settlement and the case against the Company.

Toshiba Patent Infringement Litigation

On November 13, 2003, Toshiba Corporation filed suihe United States District Court in Delawagaimst the Company, alleging that
certain of the Company'’s products infringed sevé&ahiba patents, and seeking an injunction angeaiied damages. A Markman hearing
was held in April 2006, and a ruling favorable lte Company was issued on June 28, 2006. Toshjhdeagtd to non-infringement of the
asserted patents and filed a notice of appealtwétCourt of Appeals for the Federal Circuit. Theldvare court has removed the trial,
previously scheduled for August 2006, from its ndker, pending resolution of the appeal. The Compapgcts the appeal will not be heard
before July 2007. The trial is no longer on thed®&lre court’s calendar.

IRS Notices of Proposed Adjustments

The IRS has concluded an audit of the Company’sriddncome tax returns for fiscal years 1999 ab@02 During 2004, the Company
received a Notice of Proposed Adjustment (“NOPAYN the IRS. While the final resolution of the issuaised in the NOPA is uncertain,
the Company does not believe that the outcomeishthatter will have a material adverse effect @am@ompany’s consolidated financial
position or results of operations. The Companyde ander routine examination by certain statersomUS tax authorities. The Company
believes that it has adequately provided for amgoeaably foreseeable outcome related to thesesaudit

In conjunction with the IRS income tax audit, certaf the Company’s US payroll tax returns wereraieed for fiscal years 1999 — 2001,
and the Company received a second NOPA in the aned$il.7 million for employment tax assessmemisarily related to the timing of
tax deposits related to employee stock option ésesc The Company agreed to settle this issueth@hRS through the appeals process for
approximately $2.7 million, and had fully accrued this liability in its financial statements asMérch 31, 2007. The Company expects to
make the payment in the second quarter of 2007.

Note 10. Related Party Transactions

The Company reimburses its CEO, Mr. Scott Krienspfrdinary operating costs relating to his usa personal aircraft for business purposes
up to a maximum amount per year. The Company iedu$0.1 million in related expenses in each otlinee months ended March 31, 2007,
and 2006.
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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”), ineling the “Managemend’ Discussion and Analysis of Financial Conditior d&esults ¢
Operations”, contains forward-looking statementgaeding future events and the future results ofGeenpany that are based on current
expectations, estimates, forecasts, and projectdnosit the industry in which the Company operatetthe beliefs and assumptions of the
management of the Company. Words such as ‘expecticipates,’ ‘targets,’ ‘goals,’ ‘projects,’ ‘itends,’ ‘plans,’ ‘believes,’ ‘seeks,’
‘estimates,’ variations of such words, and sim#apressions are intended to identify such forwaaking statements. These forward-looking
statements are only predictions and are subjecistes, uncertainties and assumptions that aredliffito predict. Therefore, actual results
may differ materially and adversely from those esged in any forward-looking statements. Factoas mhight cause or contribute to such
differences include, but are not limited to, thdseussed in this Report under the section entffisk Factors” in Item 1A of Part Il and
elsewhere, and in other reports the Company filéls thie Securities and Exchange Commission (“SE&fgcifically the most recent Annual
Report orForm 10-K . The Company undertakes no obligatioretase or update publicly any forward-looking staents for any reason.

The following discussion is based upon our Condei@ensolidated Financial Statements included elsesvim this report, which have been
prepared in accordance with U.S. generally accegtedunting principles. The preparation of themaritial statements requires us to make
estimates and judgments that affect the reportezbata of assets, liabilities, revenues and expemasekrelated disclosure of contingencies.
In the course of operating our business, we rolytimake decisions as to the timing of the paymémwices, the collection of receivables,
the manufacturing and shipment of products, thidlfaknt of orders, the purchase of supplies, drltuilding of inventory and spare parts,
among other matters. Each of these decisions fmas sopact on the financial results for any giverigre In making these decisions, we
consider various factors including contractual gdifions, customer satisfaction, competition, iraéend external financial targets and
expectations, and financial planning objectives.adron-going basis, we evaluate our estimatesjdind) those related to sales returns,
pricing credits, warranty costs, allowance for déwitaccounts, impairment of long-term assets, eigfig goodwill and intangible assets,
contract manufacturer exposures for carrying arsblgibe material charges, assumptions used in fbati@n of stock-based compensation,
and litigation. We base our estimates on histoggglerience and on various other assumptions thdtelieve to be reasonable under the
circumstances, the results of which form the bfsisnaking judgments about the carrying valuesssiess and liabilities that are not readily
apparent from other sources. Actual results mégrdifom these estimates under different assumgtimrconditions.

Overview of the Results of Operations
Executive Overviev

Management’s Discussion and Analysis of Financ@hdition and Results of Operations is designeddaesaders of our financial statements
in understanding our operating results for theghmonths ended March 31, 2007 and 2006. We hawédgbelow an overview of the
significant events and an analysis of the naturuofrevenues and operating expenses in the cuquamter and comparable period in the
year.

. Our net revenues for the three months ended MakcB@7 were $626.9 million an increase of 11% fthmsame period in 20(
Our Infrastructure products revenue increased 6i& Layer Technologies (“SLTProduct revenue increased 12% and se!
revenue increased 27%, in each case compared totmgarable three month period in 2006. Our in@g#&s revenues were
attributable to the growing acceptance of our noatel security products and services, and the gjrafrproduct revenue
recognition on certain arrangements. We see catiagceptance of our newer products, particulany&320, M120, SSG and
ISG products. We had our first shipment of MX raatm the first quarter of 2007. Deferred prodwstanues decreased
$9.4 million in the three months ended March 30)2primarily due to the recognition of revenuesited to product shipments to
one customer that were deferred in 2006, part@fiset by product revenue deferrals in the firshrger of 2007. Our deferred
service revenue increased $34.0 million in theghm®nths ended March 31, 2007 primarily due tadnewal of annual
maintenance arrangemer

. Our gross margin rate decreased 1% to 66% ithtlke months ended March 31, 2007 compared to 674teicomparable period
in 2006. This change is, in large part, due tontlire of products sold in the current period comparethe same period in the prior
year.

. Operating income decreased $30.4 million whileinedme decreased $9.1 million in the first quaafe2007 compared to the fii
quarter of 2006 primarily because we invested Hegaviresearch and development efforts and expaode@xisting service
provider and enterprise sale force. The increasgsegarch and development expense was a direct ofsuit desire to accelerate
feature development on existing products and caatirexpansion of our product portfolio. Additioyallve completed our stock
option investigation. In the three months endeddfi&1, 2007, we recorded stock option investigatiasts of $4.7 million and
recognized related tax expenses of $7.6 millioadditional expense
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. Additionally, we expanded our share repurchasgnam as the Board of Directors approved an additi$1.0 billion of share
repurchases in February 2007, bringing the totddaized amount under this program to $2.0 billidfe repurchased
approximately 1.5 million shares in the first qeadf 2007 at an average purchase price of $1@r1&rf aggregate purchase price
of $29.1 million. We will seek to make additionairphases in the future as permitted by securiéies land other legal
requirements. This program may be discontinuedhatiane.

Business Overvie\

We design and sell hardware and software productsarvices that together provide our customers séture and assured Internet Protocol
(“IP™) networking solutions. Our purpose-built, higerformance IP platforms enable customers to@uppany different networking and
security services and applications at scale. Seioviders, enterprises, governments and reseatieducation institutions worldwide rely
on us to deliver products for building networksttaee tailored to the specific needs of their usegsvices and applications. Our portfolio of
networking and security solutions supports the dempcale, security and performance requirementsasfy of the world’s most demanding
networks. We sell our products and services thraugidirect sales organization, value-added rasediad distributors to end-users in the
service provider and enterprise markets. Our ojpersiire organized into the following three opagsegments:

. Infrastructure: Our Infrastructure segment priilgasffers scalable router products that are usecbintrol and direct network traffic.
This control is made more important due to theaasing size and complexity of IP networks at a tivhen service providers are
looking to differentiate their organizations thrbugalue-added service offerings. In addition weaamted a portfolio of Session and
Resource Control (“SRC") solutions for setting atrolling network policy. These products provitle intelligence service
providers need to help ensure a high quality usperence for multi-play and mobile services. Costos continued to demand
scalable and reliable policy control solutions vithige provide through our IP infrastructure solusic

. SLT: Our SLT segment offers solutions that meletaad array of our customer’s critical informatimanagement needs. Our
products help to enable customers in protecting thisrmation network, protecting data on the netky maximizing existing
bandwidth and accelerating applications acrosstailnlited network. Our secure networking solutiemgpower customers to convert
commoditized, best effort networks, into markefatiéntiated, value-added services with increaskabitity and security to end
users.

. Service: Our Service segment delivers world-wednical support, professional and educationaices to customers of the
Infrastructure and SLT segments. During the fitsdrter of 2007, we focused on continued produatvation in the core and edge
router markets and expanded our product offeriMgs emphasized our focus on customer services terbratet our customers’
needs

Of the total net revenue for the first quarter 802, Infrastructure represented 61% of revenue, I®pifesented 20% of revenue and Services
comprised the remaining 19% of revenue. From aggddc perspective, the Americas region represefiiét of the total revenue Europe,
Middle East and Africa (EMEA) contributed 33% ahe remaining 20% of revenue was generated in tiee RPacific (APAC) region.

Stock Repurchase Activity

In the three months ended March 31, 2007, we réyasied and retired 1.5 million common shares avarage price of $19.16 per share for a
total of $29.1 million as part of our common sta@efpurchase program. We have continued to purchesesunder this program subsequent
to March 31, 2007. As of the filing of this repastyr 2006 Stock Repurchase Program had remainithgazed funds of $1,650.6 million and
a total of 16.5 million common shares had beenndmsed and retired since the inception of thiggm, for approximately $349.4 million

at an average price of $21.22 per share.

Stock Option Investigation and Tender Offer

In the first quarter of 2007, we completed theateshent of our historical financial statements essalt of our independent stock option
investigation and review of historical stock comgesion practices. In addition, we regained comgkawith listing standards of the
NASDAQ Global Select Market. We recorded $4.7 moiilin expense during the three months ended MaktcB@)7 in connection with th
stock option investigation.
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On March 12, 2007, we commenced a tender offemtena certain options granted under the Juniper disy Inc. Amended & Restated
1996 Stock Plan and the Juniper Networks, Inc. 200@statutory Stock Option Plan that had originadreise prices per share that were less
than the fair market value per share of the comstook underlying the option on the option’s graated as determined by us for financial
accounting purposes. Under this tender offer, eygae subject to taxation in the United States aartb@a had the opportunity to increase
their strike price on affected options to the ajppiate fair market value per share on the dateaiftgso as to avoid unfavorable tax
consequences under United States Internal Reveode Section 409A or Canadian tax laws and regulatilm exchange for increasing the
strike price of these options, we committed to makash payment to employees participating in ffex so as to make employees whole for
the incremental strike price as compared to thagiral option exercise price. In connection witle toffer, we amended options to purchase
4.3 million shares of our common stock and commiittemake aggregate cash payments of $7.6 miltiasffer participants. We accrued this
aggregate payment liability in the first quartei26D7.

Adoption of FIN 4¢

We adopted Financial Accounting Standards Board$B") Interpretation No. 48, “Accounting for Uncamty in Income Taxes,” (“FIN
48") on January 1, 2007, the first day of fiscaD20Under FIN 48, an entity may only recognize anttue to recognize tax positions that
meet a “more likely than not” threshold. The cuntivieffect of applying FIN 48 was a $23.0 millioicrease to the opening balance of
accumulated deficit and a $1.0 million increasgdodwill.

Backlog

Our sales are made primarily pursuant to standarchase orders for delivery of products or servarggurchase orders under framework
agreements with our customers. At any given timehave orders for products that have not been etlippd for services that have not yet
been performed for various reasons. Because o§indpractice that allows customers to cancel ange orders with limited advance notice
prior to shipment or performance, as well as oun twgtory of allowing such changes and cancellatiore do not consider this backlog to be
firm.

Nature of Expense:

We have continued to expand our extensive distohuthannel in an effort to target new customesianrease sales. We have made
substantial investments in our distribution charamel customer service offerings.

Most of our manufacturing, repair and supply ch@erations are outsourced to independent contrantifacturers. Accordingly, most of ¢
costs of revenues consist of payments to our intdg@ contract manufacturers for the standard mtochsts. The independent contract
manufacturers produce our products using desigeifsgaions, quality assurance programs and statsddyat we establish. Key controls
around manufacturing, engineering and documentatierconducted at our facilities in Sunnyvale, Batia and Westford, Massachusetts.
Our independent contract manufacturers have fasilirimarily in Canada, China, Malaysia, and tmitétl States. We generally do not own
the components and title to products transfers fitoercontract manufacturers to us and immediatetut customers upon shipment.

The contract manufacturers procure components b@sedr build forecasts. If actual component usadewer than our forecasts, we may
and have been in the past, liable for carryinghmotete material charges.

Employee related costs have historically been thregry driver of our operating expenses and we elxigs trend to continue. These costs
include items such as wages, stock-based compensatimmissions, bonuses, vacation, benefits, ltemathe related facility and
information technology department costs. We in@dasur headcount to 5,099 employees as of MarcB®&I/ from 4,164 employees as of
March 31, 2006 due primarily to increases in redeand development, sales and customer serviostisti

Facility and information technology departmentadtscare allocated to other departments based tors$ancluding headcount and revenue.
These departmental costs have increased in edbk tdst two years due to increases in headcouhtaaility leases resulting from
acquisitions and additional internal systems tgpsupour growth. Our capital spending increase&b4.1 million in the three months ended
March 31, 2007 compared to the same period in 20@6to the continued building of our domestic andrnational development and test
centers and applications to support our internetajions. We expect our capital spending to ineréashe future.

27




Table of Contents

Research and development expenses include codéeloping our products from components to protesyo finished products, outside
services for services such as certifications of pevducts and expenditures associated with equipuosad for testing. Several component
our research and development effort require sicguifi expenditures, such as the development of vewpaonents and the purchase of
prototype equipment, the timing of which can caysarterly variability in our expenses. We expenseresearch and development costs as
they are incurred. We plan to increase our investrimeresearch and development efforts through60¥2n order to further advance our
competitive advantage and broaden our productinffer

Sales and marketing expenses include costs fadibgitustomer relationships, promoting our prodacts services, demonstration equipn
and advertisements. These costs vary quarter-taegudepending on revenues, product launches ankititeg initiatives. We plan to
continue to develop our distribution channel in 2@®an effort to expand and grow our presenceeim markets, serving both private and
public networks with a full portfolio of networkingroducts.

General and administrative expenses include priofegisfees, bad debt provisions, leadership devetoy and other corporate expenses.
Professional fees include accounting, audit, legaland certain corporate strategic services.
Critical Accounting Policies and Estimates

The preparation of financial statements in accordamith U.S. generally accepted accounting prirsipequires us to make estimates and
assumptions that affect the reported amounts etgsd#abilities and equity at the date of the ficial statements and the reported amounts of
net revenue, costs and expenses in the reportigdp&Ve regularly evaluate our estimates and aptioms. We base our estimates and
assumptions on current facts, historical experiemzkvarious other factors that we believe to lbsaaable under the circumstances, the
results of which form the basis for making judgnsesibout the carrying values of assets and liadslitihat are not readily apparent from other
sources. Our actual results may differ materiatlgt adversely from management’s estimates. To ttenethere are material differences
between our estimates and the actual results uburef operating results will be affected.

We believe the following critical accounting poéisirequire us to make significant judgments anichasts in the preparation of our
consolidated financial statements:

. Revenue Recoghnitio

. Allowance for Doubtful Account

. Purchase Commitment

. Warranty Reserve

. Goodwill and Purchased Intangible Asse
. Stocl-Based Compensatio

. Income Taxes

. Litigation and Settlement Costs; a

. Loss Contingencie:

We adopted Financial Accounting Standards Board$B") Interpretation No. 48Accounting for Uncertainty in Income TaxgSFIN 487)

on January 1, 2007, the first day of fiscal 200R &8 is an interpretation of FASB Statement 188¢ounting for Income Taxeand it seeks
to reduce the diversity in practice associated w#ttiain aspects of measurement and recognitiandaunting for income taxes. FIN 48
prescribes a recognition threshold and measureattittute for the financial statement recognitionl aneasurement of a tax position that an
entity takes or expects to take in a tax returrdifi@hally, FIN 48 provides guidance on de-recoigmif classification, interest and penalties,
accounting in interim periods, disclosures, andditéon. Under FIN 48, an entity may only recogmzeontinue to recognize tax positions
that meet a “more likely than not” threshold. Irt@@ance with our accounting policy, we recognizeraed interest and penalties related to
unrecognized tax benefits as a component of tagresga This policy did not change as a result ofaslaption of FIN 48.
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Management believes that there have been no atneficant changes during the three months endetMal, 2007 to the items that we
disclosed as our critical accounting policies asiihgates in Management’s Discussion and Analysiimdncial Condition and Results of
Operations in our Annual Report on Form 10-K fa ylear ended December 31, 2006.

Recent Accounting Pronouncemen

See Note 1 to the Consolidated Condensed FinaBtagtments in Item 1 for a full description of netcaccounting pronouncements, incluc
the expected dates of adoption and estimated sféectesults of operations and financial conditishich is incorporated herein by reference.
Results of Operation

Net Revenue

The following table shows product and service egenues (dollars in millions):

Three Months Ended March 31,

% of Net % of Net %
2007 Revenue: 2006 Revenue $ Change Change
Net revenues
Product $ 5009.¢ 81% $ 4741 84% $ 35.7 8%
Service 117.1 19% 92.€ 16% 24.5 27%
Total net revenue $ 626.¢ 10C% $ 566.7 10C% $ 60.2 11%

Net Product Revenug

Net product revenues increased $35.7 million ori8%he three months ended March 31, 2007 compar#tktsame period in 2006 primar

as a result of continued acceptance of our progitfolio by both enterprise and service providestomers. We continued to support service
provider customers as they transition to next geiwar network (“NGN”) infrastructures. In additiowe were able to provide scalable
solutions for our customers that are providing sexwto support increasing demands for bandwidth.al§o continued to enable enterprise
customers to redesign their networks and increadenmance, security and meet government mandahesincreases were also due to the
recognition of revenues related to product shipsembne customer that were deferred in 2006,g)rtffset by product revenues deferred
in the first quarter of 2007.

Infrastructure product revenues were $385.2 milfmrthe three months ended March 31, 2007, a $2#I®n increase compared to the s¢
period in 2006. SLT product revenues were $12416amifor the three months ended March 31, 200¥13.4 million increase compared to
the same period in 2006. An analysis of the chamgevenue by Infrastructure and SLT segments hediange in product units, can be
found below in the section titled “Segment Inforioat”

Net Service Revenut

Net service revenues were $117.1 million in thed¢hmonths ended March 31, 2007, an increase o6 $2#flion compared to the same peri

in 2006, which was primarily due to an increaseun installed base of customers. A majority of service revenue is earned from customers
who purchase our products and enter into servingacts for support service. In addition to sendoatracts, we also provide educational
services and other professional services.
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Total Net Revenues
The following table shows the total net revenuegéggraphic region (dollars in millions):

Three Months Ended March 31,

% of Net % of Net %
2007 Revenue: 2006 Revenue: $ Change Change

Americas:

United State! $ 279.t 45% $ 241.7 43% $ 38. 16%

Other 15.¢ 2% 19.C 3% (3.0 (16%)

Total Americas 295.¢ 47% 260.1 46% 35.: 14%
Europe, Middle East, and Africa

(EMEA) 209.4 33% 201.¢ 36% 7.€ 4%
Asia Pacific 122.] 20% 104.¢ 18% 17.: 17%
Total $ 626.¢ 10C% $ 566.] 10C% $ 60.2 —

Net revenue in the Americas region as a percertfiggal net revenue increased in the first thremtins of 2007 compared to the same pe
in 2006 primarily due to increased sales of ouegouters to the service provider market in thetéthBStates as our customers continued to
focus on increasing network performance, reliabdihd scale. Net revenue in EMEA increased initise three months of 2007 compared to
the same period in 2006 primarily due to strengtloss the region driven by the IPTV demands and N@Gildi-outs. Net revenue in EMEA

a percentage of total net revenue decreased 20 period compared to the 2006 period due todlagive strength in the Americas and
Asia Pacific regions. Net revenue in Asia Pacificmtries increased, in absolute dollars and as@eptage of net revenue, in the first three
months of 2007 compared to the same period in PeidGarily due to growth in India and Korea with dilthal strength in Australia,
Singapore and Vietnam.

Siemens and Verizon each accounted for greaterli®@nof our net revenues during the three montdse&March 31, 2007. Siemens and
Lucent each accounted for greater than 10% of euravenues during the same period in 2006.

Cost of Revenues

The following table shows cost of product and servevenues and the related gross margin (“GM"¢granges (dollars in millions):

Three Months Ended March 31,

% GM
2007 GM % 2006 GM % $ Change Change
Cost of revenues
Product $ 154.¢ 70% $ 140.¢ 70% $ 14.C —
Service 57.2 51% 44.C 53% 13.2 (2%)
Total cost of revenue $ 212.] 66% $ 184.¢ 67% $ 272 (1%)

Cost of product revenues increased $14.0 millioinénthree months ended March 31, 2007 compardtteame period in 2006, while
product gross margin remained at 70%. The incriemaabsolute dollars was primarily due to highendtrd costs corresponding to our
increases in product revenues. As we have expamdaeharket share and entered more markets, wedwmntsued to experience increased
competition. However, our product revenues and ycbdross margin increased in absolute dollarsoamgroduct gross margins percentage
have remained relatively steady compared to the-gga period. Product gross margin remained unapgmarily due to product mix and
our focusing on reducing manufacturing costs. Dtespie increased complexity of our products ancatfrainistrative costs associated with
additional contract manufacturers, our product gmargin remained steady as we benefited from estloosts by moving a substantial
portion of our contract manufacturing from North Arta to China. As of March 31, 2007 and 2006, mgleyed 161 and 140 people,
respectively, in our manufacturing and operatiomggnization that primarily manage relationshipswatr contract manufacturers, manage
our supply chain, and monitor and manage prodstingeand quality.

Cost of service revenues increased $13.2 milliainénthree months ended March 31, 2007 from thepapatle period in 2006 while service
gross margin declined by two percentage pointén2®07 period. The increase in cost of servicemees was due to our effort to grow the
customer service business and add infrastructuoedier to create a world-class customer serviceadip@ and match the services offered by
our competitors. Expense allocated to cost of serivicreased in the connection with the growtheof¥ise business as a portion of our overall
operations.
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Operating Expenses
The following table shows operating expenses (dollamillions):

Three Months Ended March 31,

% of Net % of Net
2007 Revenue: 2006 Revenue: $ Change % Change

Research and developm $ 141.1 23% $ 113.7 20% $ 27. 24%
Sales and marketir 150.7 24% 129.¢ 23% 21.c 16%
General and administratiy 27.: 4% 23.1 4% 4.2 18%
Amortization of purchased intangible

asset: 22.7 4% 23.2 4% (0.5) (2%)
Other charge 12.€ 2% 1.4 — 11.2 800%

Research and development expenses increased $#lfoA m the three months ended March 31, 2007 parad to the same period in 2006.
The increase was primarily due to strategic initég to expand our product portfolio and maintain technological advantage over
competitors. Research and development expensearyiroonsist of personnel related expenses, sumpsts, equipment costs and stock-
based compensation expense. Personnel relatedeshaamsisting of salaries, bonus, and fringe lisnetpenses, increased $17.5 million
to an increase in headcount, from 1,707 to 2,2bpleein the engineering organization to supportpo innovation intended to capture
anticipated future network infrastructure growthl apportunities in the enterprise market. Additindacilities, information technology,
depreciation and equipment expenses increasedi$ilidn to support these engineering efforts.

Sales and marketing expenses increased $21.3miillithe three months ended March 31, 2007 compartte same period in 2006. The
increase was primarily due to increases in perdaeteted expenses and marketing expenses. Petgefaied charges, consisting of salar
commissions, bonus, and fringe benefits expenseseased $19.2 million due to an increase in haadcfrom 1,452 to 1,633 people in our
worldwide sales and marketing organizations. Inetlich the personnel changes was an increase in igsiomexpense of $8.1 million for t
three months ended March 31, 2007 compared tcatine period in 2006 due to our investments in entar@nd service provider sales
forces. We also increased our investment in cotpaad channel marketing efforts from prior yeas.oAir sales force grew, we also increi
our allocation of IT and facilities to the saleglanarketing groups which accounted for $1.9 millidrihe increase in the three months ended
March 31, 2007 compared to the same 2006 period.

General and administrative expenses increasedn$i#i@n in the three months ended March 31, 200mpared to the same period in 2006.
The increase was primarily due to an increase isgmmel related expenses and outside professienatss. Personnel related charges,
consisting of salaries, bonus, and fringe benefifsenses, increased $1.9 million in the three nwettded March 31, 2007 compared to same
2006 period due to an increase in headcount imouidwide general and administrative functionsnira14 to 253 people to support the
overall growth in the business. Outside profesdisaevice fees increased $2.3 million in the 208iqa compared to the 2006 period as a
result of increased management consulting feesd@sed costs related to settlement of litigation, iacreased executive search fees.

Other charges include the costs of external sepriceiders used in the completion of our internatk option investigation, which totaled
$4.7 million, and related tax costs associated withtender offer to amend the exercise price gageoptions, which totaled $7.6 million, in
the three months ended March 31, 2007. The renwthiarges primarily consist of compensation expeelsg¢ed to acquisitions. We
recognized $0.3 million and $1.4 million in theghrmonths ended March 31, 2007 and 2006, resplctpertaining to the accrual of
acquisition related bonus and earn-out payments.

Interest and Other Income, Interest and Other Espeand Income Tax Provisio
The following table shows other income, other exqgsrand income tax expense (dollars in millions):

Three Months Ended March 31,

% of Net % of Net
2007 Revenue: 2006 Revenue: $ Change % Change
Interest and other incon $ 34.( 5% $ 20.€ 4% $ 13. 64%
Interest and other expens (1.7 — (1.7 — — —
Income tax provision 26.¢ 4% 34.¢ 6% (8.0 (23%)
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Interest and other income increased by $13.2 milliothe three months ended March 31, 2007 compartfte same period in 2006 as a
result of higher cash, cash equivalents and investialances, as well as slightly higher interatsts, compared to a year ago.

Interest and other expenses were consistent dtiéthree months ended March 31, 2007 compardtketeame period in 2006. Other intel
and expenses include debt issuance cost amortizéi@ign exchange losses and other expensesasuadink fees.

We recorded tax expense of $26.8 million and $&4lBon for the three months ended March 31, 200@ 2006, respectively. Our effective
tax rate was 29% in the current period compare8P in the comparable period in 2006. The decrisagemarily due to the use of R&D ti
credits and recognition of the benefit of otherrglea in the current period.

Segment Informatior

A description of the products and services for essgfment can be found in Note 7 to the accomparorglensed Consolidated Financial
Statements.

Financial information for each operating segmeedusy management to make financial decisions dndaé resources is as follows (dollars
in millions):

Three Months Ended March 31,

% of Net % of Net % Point
2007 Revenue: 2006* Revenue: $ Change Change
Net Revenues
Infrastructure $ 385.2 61% $ 363.( 64% $ 22.:2 (3%)
Service Layer Technologit 124.% 20% 111.1 20% 13.4 —
Service 117.2 19% 92.€ 16% 24.€ 3%
Total net revenue 626.¢ 10C% 566.7 10C% 60.2 —
Operating income
Management operating incorr
Infrastructure 101.t 16% 119.1 21% (7.6 (5%)
Service Layer Technologie (8.3 (1%) (3.9 (1%) (4.5 —
Service 29.¢ 5% 24.7 4% 5.2 1%
Total management operati
income 123.1 20% 140.( 24% (16.€ (4%)
Amortization of purchased
intangible assel (24.7) (4%) (24.6¢) (4%) 0.5 —
Stock-based compensation
expense (25.9) (4%) (23.]) (4%) (2.8 —
Other charge (12.6) (2%) (1.9 — (11.2) (2%)
Total operating incom 60.5 10% 90.¢ 16% (30.9) (6%)
Interest and other incon 34.C 5% 20.¢ 4% 13.2 1%
Interest and other expen (1. — (1.7 — — —
Income before income tax $ 93. 15% $ 110.€ 20% $ (17.2 (5%)

* Prior period information has been revised for corafrae purposes

Infrastructure Operating Segme

We track infrastructure chassis revenue units amts shipped to analyze customer trends and ireleagas of potential network growth. Our
infrastructure product platforms are essentiallydmiar, with the chassis serving as the base gblditéorm. Each chassis has a certain number
of slots that are available to be populated wittmponents we refer to as modules or interfaces.nd@ules are the components through
which the router receives incoming packets of @iata a variety of transmission media. The physomainection between a transmission
medium and a module is referred to as a port. Timeber of ports on a module varies widely dependimghe functionality and throughput
offered by the module. Chassis revenue units reptebe number of chassis on which revenue waginéoed during the period. The

following table shows infrastructure revenue uaitsl ports shipped:

Three Months Ended March 31,

2007 2006 Increase % Change
Infrastructure chassis revenue ul 2,487 2,33¢ 151 6%
Infrastructure ports shippe 41,60° 35,87¢ 5,72¢ 16%
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Infrastructure product revenue increased $22.2anitio $385.2 million in three months ended Maréh2007. The increase was primarily
due to higher unit sales of higher-end chassiswstour customers continued to adopt and expandtiforks. Chassis revenue units
increased by 6% in the first quarter of 2007 coragdo the same period a year ago primarily dubedricrease in sales of E-series products.
Port shipment units increased significantly compdecea year ago driven by the increase in the divenanber of chassis revenue units during
first quarter 2007. Additional revenue growth wespalue to the new MX960 product released in tret fairee months of 2007 and increas
acceptance of our M120 product.

Infrastructure management operating income decddag@approximately $17.6 million in the three manénded March 31, 2007 compare
the same period in 2006 as the revenue increaspavaally offset by higher personnel related cgstmarily associated with the
development of a broader product portfolio to addnmarket opportunities. Additionally, we contindednvest in our sales force and char
marketing relationships.

SLT Operating Segment

The following table shows SLT revenue units recegdi

Three Months Ended March 31,
2007 2006 Increase % Change

Service Layer Technologies revenue u 56,26( 43,60( 12,66( 29%

SLT product revenue increased $13.4 million to $829illion in the first three months of 2007 comgiéito the same period in 2006. We
experienced increases in revenues from firewallipets, which include ISG and SSG products as veefirawth in SSL and J-series products
in the first quarter of 2007 compared to the sasmop a year ago. Average selling prices decresksglatly primarily due to product mix in
the first quarter of 2007 compared to the sameogani prior year.

Our channel related pricing and sales return reseincreased from the prior year as well as reveletrrrals for services provided in
connection with product shipments.

SLT management operating income decreased by $i#lidmin the three months ended March 31, 2007 parad to the same period in 2006
primarily due to higher standard costs and perdaefeted costs compared to revenue increaseseHigghndard costs resulted from the
increasing complexity of our SLT products. Persdmnekated costs increased primarily due to incrddssadcount for product innovation,
expansion of the sales channel and marketing opmducts.

Service Operating Segment

Total service revenue increased $24.6 million th72 million in the three months ended March 31)720'he increase is due to our growing
installed base as well as expansion of our sepfiegings. We continue to expand our customer sergrganization and gain recognition as
an award winning service provider. Revenue increasere primarily due to support service growthhie 2007 period compared to the same
period a year ago. We also experienced increasathén professional service revenue.

Service management operating income increasedtiefigimproved economies of scale achieved by fasteenue growth experienced in the
Infrastructure segment and the SLT segment comgartte increases in operating expenses, suctcesaged employee related expenses
result of increased headcount.

Liquidity and Capital Resources

Overview

We have funded our business by issuing securitidgl@rough our operating activities. The followitadple shows our capital resources
(dollars in millions):

March 31, December 31
2007 2006 $ Change % Change
Working capital $2,188.: $ 1,759. $ 428.¢ 24%
Cash and cash equivalel $2,037.¢ $ 1,596.: $ 441:; 28%
Shor-term investment 426.7 443.¢ (17.2) (4%)
Long-term investment 259. 574.] (314.9) (55%)
Total cash, cash equivalents and avail-for-sale investment $2,723.¢ $ 2,614. $ 109.¢ 4%
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Working capital increased primarily due to the @ase in cash and cash equivalents balance ingattaoi of our stock repurchase activity. In
the three months ended March 31, 2007, we purcHaSedtillion shares of our common stock for $29illiom at an average purchase price
of $19.16 per share. We have continued to purchlaaes under this program subsequent to MarchQ®T,. Zs of the filing of this report, o
2006 Stock Repurchase Program had remaining améfibfiunds of $1,650.6 million and a total of 16 #ion common shares had been
repurchased and retired since the inception ofgiagram, for approximately $349.4 million at areeage price of $21.22 per share.
Additional purchases under our stock repurchasgrpr will be made from time to time and subjeca teview of circumstances in place at
the time.

The significant components of our working capita eash and cash equivalents, short-term investnaemt accounts receivable, reduced by
accounts payable, accrued liabilities and deferegdnue.

Based on past performance and current expectati@nbelieve that our cash and cash equivalentst-tdton and long-term investments, and
cash generated from operations will satisfy ourkivay capital needs, capital expenditures, commitsiand other liquidity requirements
associated with our existing operations throudleadt the next 12 months. Our stock repurchaseg@nmogiay significantly impact our
liquidity and we may seek to finance a portion of stock repurchases. Based on our past experigmaielity and capital resources may also
be impacted by acquisitions and investments inegrarelationships we may make in the networkiggiement and information security
markets.

Cash Requirements and Contractual Obligations

Our principal commitments consist of obligationgstanding under operating leases, the Zero Coupmvéttible Senior Notes due June 15,
2008 (“Senior Notes”), purchase commitments, esgrayments, and bonus and earn-out obligations.

Our contractual obligations under operating leasich extend through 2016, primarily relate to teased facilities. Future minimum
payments under our narancelable operating leases totaled $175.4 milmof March 31, 2007. Of this amount, $31.4 millwaiti be payabli
in the remaining nine months of 2007.

The Senior Notes were issued in June 2003 ancearersunsecured obligations, rank on parity in tighpayment with all of our existing and
future senior unsecured debt, and rank senioi wf alur existing and future debt that expressigvies that it is subordinated to the notes.
The Senior Notes bear no interest, but are corleritito shares of our common stock, subject ttageconditions, at any time prior to
maturity on June 15, 2008, or their prior repurehlag Juniper Networks. The conversion rate is 4265hares per each $1,000 principal
amount of convertible notes, subject to adjustnmepertain circumstances. This is equivalent tomversion price of approximately $20.14
per share. As of March 31, 2007, the carrying valugne Senior Notes was $399.9 million.

We do not have firm purchase commitments with auntact manufacturers. In order to reduce manufagfuead times and ensure adequate
component supply, the contract manufacturers ptacecancelable, non-returnable (“‘NCNR”) orders, shhivere valued at $112.2 million as
of March 31, 2007, based on our build forecasts.d@/aot take ownership of the components and theRIGrders do not represent firm
purchase commitments pursuant to our agreemertighgtcontract manufacturers. The components & s the contract manufacturers to
build products based on purchase orders we haeg/eztfrom our customers or our forecast. We mauiim liability for products built by tt
contract manufacturer if the components go unusedgecified periods of time and, in the meantimwe may be assessed carrying charges.
As of March 31, 2007, we had accrued $21.7 milbased on our estimate of such charges.

We released amounts held in escrow related to sitignis completed in 2005. Restricted cash dectehg&12.0 million primarily due to
escrow settlements related to past acquisitiongtedemoval of certain restricted cash requiremanthe three months ended March 31,
2007.

As of March 31, 2007, other contractual obligationasisted primarily of amounts held in escrow Dd# million in connection with past
acquisitions. Earn-out and bonus obligations o6$iillion may be payable to certain former emplayetacquired companies if contractual
obligations are met in 2007.
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In the three months ended March 31, 2007, we eshiate an agreement to purchase time-based teayslabscription licenses of certain
software products. In connection with this licegsagreement, $5.0 million is due in January 20a8arother $5.0 million is due in

January 2009, in addition to the prepaid amourf &sarch 31, 2007. The total cost of this licensaggeement will be amortized ratably over
the subscription period.

As of March 31, 2007, we had $28.3 million of lomgm liabilities in our condensed consolidated bedéasheet for unrecognized tax
positions. However, the periods of cash settlematht the respective tax authority cannot be realslynastimated.

We generated cash and cash equivalents of $441iémin the three months ended March 31, 200%loich $303.0 million was generated
from investing activities and $152.6 million wasgeated from our operating activities. The increaas partially offset by cash used in
financing activities.

Operating Activities

We generated cash from operating activities of $5@llion in the three months ended March 31, 266mpared to $138.6 million in the
same period of 2006. The increase of $14.0 miliothe 2007 period compared to a year ago is dneapily to the following activities withi
the quarter:

. Cash collections increased in the quarter endatiM31, 2007 as compared to that in the sameeguastear ago. Cash flows
related to accounts receivable improved $27.8 onilis net accounts receivable as of March 31, de0ieased by $47.0 million
compared to that as of March 31, 2006 despite as&@® in revenues. Days sales outstanding decrem3g&diays for the quarter
ended March 31, 2007 compared to 48 days for thetgjuended March 31, 2006. The accounts receiviaeease was partially
offset by changes in our reserve levels as we deliecash from customers but continued to defexme® recognition according to
our revenue recognition methodoloy

. We used less cash for our accounts payable @esivin the first three months of 2007 comparethéosame period a year ago. Our
accounts payable balances were higher by $20.®mdlt March 31, 2007 compared to that of a year &bis increase in
accounts payable is due to the timing of payment®htract manufacturers as well as our scalingatipas and increased
headcount

. Positive cash flows generated from operationewpartially offset by bonus payments of $44.7 wilin the current period. These
bonuses are related to our semi-annual managemnyestijoctives compensation strategy. We make semit@rpayments based
on the achievements of our employees comparecetiefined objectives. We also made commission patsredr$13.3 million in
the three months ended March 31, 2007 as our Ealeshas grown significantly from prior year. Theommission payments
tend to be higher in the first quarter due to ttl@evement of annual targets accrued at the paar gnd

. Our deferred revenue balances increased $24liémrii the quarter as customers provided casipfoducts and services which
were deferred

. We made income tax payments and sales tax pagro€ffi0.6 million and $5.0 million, respectiveily,the three months ended
March 31, 2007

. In addition, we made cash payments of $4.3 miltmservice providers in the current period relateour stock option
investigation,

Investing Activitie:

Net cash provided by investing activities was $808illion for the quarter ended March 31, 2007 caneg to $18.4 million used in the fii
quarter of 2006.

. We moved cash from short and long term investm@ntash and cash equivalents in anticipation ofstatk repurchase activitit
Investing activities included purchases and salaaturities of available-for-sale securities, calpéixpenditures, purchase and sale
of equity investments and changes in restrictetl caguirements. Net investment in available-foesacurities decreased by
$339.4 million compared to a year ago as additifunads were maintained in money market accot

. Capital expenditures increased in the first timemths of 2007 compared to the same period in 204i6ly due to the temporary
reduction in capital expenditures during the fipsarter of 2006. We made capital purchases andhessimprovements of
$32.4 million in the first quarter of 2007 in ordermeet our facility needs. These expenditureggds.2 million in the
comparable 2006 perio
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. Restricted cash decreased by $2.6 million irfitsethree months of 2007 compared to a decref$6.8 million in the 2006
period primarily due to the reduction of our escraguirements

Financing Activities

Net cash used in financing activities was $14.2iomland $134.3 million for the quarters ended MiaBd, 2007 and 2006, respectively. 7
cash used in financing activities were driven pritgdy the following activities:

. We repurchased 1.5 million shares of common stéb@n average purchase price of $19.16 per shdhe ffirst three months of
2007. Total aggregate amount for the repurchaseége mahe first quarter of 2007 was $29.1 millimthe first quarter of 2006,
we repurchased 10 million shares of common stacknaverage price of $18.51 per share. The aggregaount for the
repurchases was $186.4 million in the three moetitked March 31, 200

. In the first three months of 2007, we receiveshgaroceeds of $14.2 million from employee optigareises compared to the
$51.5 million received in the same period a year. &dpe lower amounts in the 2007 period were duedtrictions on employee
option exercises through March 9, 20

. We recognized a tax benefit from stock option eisescof $0.7 million for the first three months28f07. In the comparable peri
of 2006 the excess tax benefit from stock optioereises was $0.6 milliol

Factors That May Affect Future Results

A description of the risk factors associated witin business is included under “Risk Factors” imiteA of Part Il of this report.

Item 3. Quantitative and Qualitative Disclosures About MakRisk
Interest Rate Risk

We maintain an investment portfolio of various hiofgs, types and maturities. These securities anergdly classified as available-for-sale
and, consequently, are recorded on the consolidetieahce sheet at fair value with unrealized gairiesses reported as a separate compt
of accumulated other comprehensive income (loss).

At any time, arise in interest rates could havesaaerial adverse impact on the fair value of ouestment portfolio. Conversely, declines in
interest rates could have a material impact omméstezarnings of our investment portfolio. We dbawrently hedge these interest rate
exposures. We recognized no material net gainsssek during the first three months of 2007 and 28ated to the sales of our investme

Foreign Currency Risk and Foreign Exchange ForwardContracts

It is our policy to use derivatives to partiallyfs#t our market exposure to fluctuations in foreigrmrencies. We do not enter into derivatives
for speculative or trading purposes.

We use foreign currency forward contracts to mtégaansaction gains and losses generated by rcéot@ign currency denominated
monetary assets and liabilities. These derivatirescarried at fair value with changes recordeathier income (expense). Changes in the fair
value of these derivatives are largely offset byneasurement of the underlying assets and liaslifThese foreign exchange contracts have
maturities between one and two months.

Periodically, we use foreign currency forward ama/ption contracts to hedge certain forecasteddareurrency transactions relating to
operating expenses. These derivatives are destynateash flow hedges and have maturities of tessdne year. The effective portion of
derivative’s gain or loss is initially reported @somponent of accumulated other comprehensiveria@nd, upon occurrence of the
forecasted transaction, is subsequently recladsifi® the consolidated statements of operatigresitem to which the hedged transaction
relates. We record any ineffectiveness of the meggistruments, which was immaterial during the¢hmonths ended March 31, 2007 and
20086, in other income (expense) on our condensesbtidated statements of operations.
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Attached as exhibits to this report are certificasi of our CEO and CFO, which are required in ata@oce with Rule 13a-14 of the Securities
Exchange Act of 1934, as amended. This “ControtsRmocedures” section includes information conegyiihe controls and controls
evaluation referred to in the certifications, anshiould be read in conjunction with the certifioas for a more complete understanding of the
topics presented.

We carried out an evaluation, under the superviaimhwith the participation of our management,udeig the CEO and CFO, of the
effectiveness of the design and operation of oseldsure controls and procedures, as defined iasRLBa-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended. Based that evaluation, the CEO and CFO concludeiy éiseof the end of the period
covered in this report, our disclosure controls pratedures were effective to ensure that inforomatéquired to be disclosed by the
Company in reports that it files under the Secesittxchange Act of 1934 is recorded, processednsuired and reported within the time
periods specified in Securities and Exchange Cosionigules and forms, and that material informatielating to our consolidated operati
is accumulated and communicated to our managemnehiding the CEO and CFO, as appropriate to atiovely decisions regarding
required disclosure during the period when ourqukci reports are being prepared.

Changes in Internal Controls

There was no change in our internal control oveairfcial reporting that occurred during the firsadar of 2007 that has materially affected,
or is reasonably likely to materially affect, ontdrnal control over financial reporting.

Inherent Limitations on Effectiveness of Controls

Our management, including the CEO and CFO, doesxpsct that our disclosure controls or our intecoatrol over financial reporting will
prevent or detect all error and all fraud. A cohsiystem, no matter how well designed and operated provide only reasonable, not abso
assurance that the control system’s objectivesheilinet. Our controls and procedures are designprbvide reasonable assurance that our
control system'’s objective will be met and out C&@ CFO have concluded that our disclosure conarudsprocedures are effective at the
reasonable assurance level. The design of a caystém must reflect the fact that there are resoconstraints, and the benefits of controls
must be considered relative to their costs. Furthetause of the inherent limitations in all cohsiystems, no evaluation of controls can
provide absolute assurance that misstatementsoderear or fraud will not occur or that all contiesues and instances of fraud, if any, within
the company have been detected. These inheremdtiioms include the realities that judgments inisien-making can be faulty and that
breakdowns can occur because of simple error dak@sControls can also be circumvented by theviddal acts of some persons, by
collusion of two or more people, or by managememetriade of the controls. The design of any systérontrols is based in part on certain
assumptions about the likelihood of future eveltsjections of any evaluation of controls effectigss to future periods are subject to risks.
Over time, controls may become inadequate becdug®ages in conditions or deterioration in therdegf compliance with policies or
procedures.
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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings

We are subject to legal claims and litigation agsin the ordinary course of business, such as@mpnt or intellectual property claims,
including, but not limited to, the matters descdilelow. The outcome of any such matters is cugrewt determinable. Although we do not
expect that such legal claims and litigation witimately have a material adverse effect on oursotidated financial position or results of
operations, an adverse result in one or more n3attarld negatively affect our results in the pefiodhich they occur.

Stock Option Lawsuits
Federal Derivative Lawsuit

Between May 24, 2006 and August 17, 2006, sevepoptad shareholder derivative actions were filethenUnited States District Court for
the Northern District of California against us aradtain of our current and former officers and clioes. The lawsuits allege that our officers
and directors either participated in illegal baekhag of stock option grants or allowed it to happ®n October 19, 2006, the Court ordered
the consolidation of these actionslaske Juniper Derivative ActiondNo. 06-03396, and appointed as the lead plagniifinothy Hill,
Employer-Teamsters Local Nos. 175 & 505 PensiorsfliFund, and Indiana State District Council of Liadre and HOD Carriers Pension
Fund. Lead plaintiffs filed a consolidated comptain April 11, 2007. The consolidated complainteatsscauses of action for violations of
federal securities laws, violations of Californgcarities laws, breaches of fiduciary duty, aidamgl abetting breaches of fiduciary duty, at
of control, corporate waste, breach of contragtstrenrichment, gross mismanagement, and insaliéng and misappropriation of
information. The consolidated complaint also densaamal accounting and rescission of allegedly imprspeek option grants. Defendants’
response to the consolidated complaint is due oy 28a2007.

State Derivative Lawsuits — California

On May 24 and June 2, 2006, two purported sharehaldrivative actions were filed in the Santa Claoainty Superior Court in the State of
California against us and certain of our curremt fotmer officers and directors. These two actioese consolidated da re Juniper
Networks Derivative LitigatiorNo. 1:06CV064294, by order dated June 20, 2006aiended consolidated complaint was filed on April 9
2007. The amended consolidated complaint allegesctrtain of our current and former officers améators either participated in illegal
back-dating of stock options or allowed it to happBhe complaint asserts causes of action for tiejuschment, breach of fiduciary duties,
abuse of control, gross mismanagement, waste pbcate assets, insider selling and misappropriatfdnformation, and violations of
California securities laws. Plaintiffs also demamdaccounting and rescission of allegedly imprapeck options grants, and a constructive
trust of proceeds derived from illicit stock optforPursuant to a stipulation between the partiesddapril 9, 2007, which is subject to court
approval, Defendants’ response to the amended kdatea complaint is due on May 24, 2007.

Federal Securities Class Actit

On July 14, 2006 and August 29, 2006, two purpoctads actions were filed in the Northern DistattCalifornia against us and certain of
our current and former officers and directors. Govénber 20, 2006, the Court consolidated the twiors adn re Juniper Networks, Inc.
Securities LitigationNo. C06-04327-JW, and appointed the New York Cayn$lon Funds as lead plaintiffs. The lead plaisfited a
Consolidated Class Action Complaint on January20D7, and filed an Amended Consolidated Class Adiomplaint on April 9, 2007. The
Amended Consolidated Complaint alleges that therwkfnts violated federal securities laws by maaijug stock option grant dates to
coincide with low stock prices and issuing falsd amsleading statements including, among othecsriect financial statements due to the
improper accounting of stock option grants. The Adexl Consolidated Complaint asserts claims fomtimhs of the Securities Act of 1933
and the Securities Exchange Act of 1934 on beHalfl @ersons who purchased or otherwise acquiveéédr Networks’ publicly traded
securities from July 12, 2001 through and includdagyust 10, 2006.

Calamore Proxy Statement Action
On March 28, 2007 an action titliddanne M. Calamore v. Juniper Networks, Inc., giNd. C-07-1772-JW, was filed by Jeanne M.
Calamore in the Northern District of California & us and certain of our current and former efficand directors. The complaint
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alleges that the proxy statement for our 2006 AhMeseting of Stockholders contained various falsd misleading statements in that it
failed to disclose stock option backdating inforimiat As a result, plaintiff seeks preliminary aretmanent injunctive relief with respect to
our 2006 Equity Incentive Plan, including seekiagnvalidate the plan and all equity awards grarmed grantable thereunder.

Other Matters
IPO Allocation Cast

In December 2001, a class action complaint wad filethe United States District Court for the S@uthDistrict of New York against the
Goldman Sachs Group, Inc., Credit Suisse First@o§orporation, FleetBoston Robertson Stephens, Royal Bank of Canada (Dain
Rauscher Wessels), SG Cowen Securities Corporddids, Warburg LLC (Warburg Dillon Read LLC), Chastafmbrecht & Quist LLC),
J.P. Morgan Chase & Co., Lehman Brothers, IncQr8ah Smith Barney, Inc., Merrill Lynch, Pierce, Ren& Smith, Incorporated
(collectively, the “Underwriters”), our Company aoertain of our officers. This action was broughttehalf of purchasers of our common
stock in our initial public offering in June 199Adchour secondary offering in September 1999.

Specifically, among other things, this complainégéd that the prospectus pursuant to which stodresmmon stock were sold in our initial
public offering and our subsequent secondary affeciontained certain false and misleading statesrmndmissions regarding the practice
the Underwriters with respect to their allocatidrslbares of common stock in these offerings anit theeipt of commissions from customers
related to such allocations. Various plaintiffs @diled actions asserting similar allegations conicgy the initial public offerings of
approximately 300 other issuers. These varioussgaseding in the Southern District of New York héen coordinated for pretrial
proceedings aln re Initial Public Offering Securities Litigation21 MC 92. In April 2002, plaintiffs filed a consated amended complaint
in the action against us, alleging violations a&f Becurities Act of 1933 and the Securities Exchakg of 1934. Defendants in the
coordinated proceeding filed motions to dismisOttober 2002, our officers were dismissed fromddse without prejudice pursuant to a
stipulation. On February 19, 2003, the court grainepart and denied in part the motion to dismiss,declined to dismiss the claims against
us.

In June 2004, a stipulation for the settlement@tehse of claims against the issuer defendamisidimg us, was submitted to the Court for
approval. The terms of the settlement, if approvealjld dismiss and release all claims against @pgting defendants (including us). In
exchange for this dismissal, Directors and Offidessirance carriers would agree to guarantee aeegty the plaintiffs from the underwri
defendants of at least $1.0 billion, and the issieéendants would agree to an assignment or sweréadhe plaintiffs of certain claims the
issuer defendants may have against the underwr®erg\ugust 31, 2005, the Court confirmed prelimyna@pproval of the settlement. On
April 24, 2006, the Court held a fairness hearimgonnection with the motion for final approvaltbé settlement. The Court did not issue a
ruling on the motion for final approval at the feass hearing. The settlement remains subject torder of conditions, including final court
approval. On December 5, 2006, the Court of Appfalthe Second Circuit reversed the Court’s Oct@i¥4 order certifying a class in the
case against us, which along with five other issueas selected as a test case by the underweitenagants and plaintiffs in the coordinated
proceeding. It is unclear what impact this will baon the settlement and the case against us.

Toshiba Patent Infringement Litigation

On November 13, 2003, Toshiba Corporation filed suihe United States District Court in Delawagaimst us, alleging that certain of our
products infringed several Toshiba patents, ankiisgan injunction and unspecified damages. A Makrhearing was held in April 2006,
and a ruling favorable to us was issued on Jun@@®5. Toshiba stipulated to non-infringement &f dsserted patents and filed a notice of
appeal with the Court of Appeals for the Federatdit. The Delaware court has removed the triayfmusly scheduled for August 2006,
from its calendar, pending resolution of the app@&d expect the appeal will not be heard beforg 2007. The trial is no longer on the
Delaware court’s calendar.

IRS Notices of Proposed Adjustme

The IRS has concluded an audit of our federal iretam returns for fiscal years 1999 and 2000. u#i@04, we received a Notice of
Proposed Adjustment (“NOPA”) from the IRS. Whiletfinal resolution of the issues raised in the NO®Ancertain, we do not believe that
the outcome of this matter will have a materialexde effect on our consolidated financial positomesults of operations. We are also under
routine examination by certain state and non-USataRorities. We believe that we have adequatalyiged for any reasonably foreseeable
outcome related to these audits.
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In conjunction with the IRS income tax audit, certaf our US payroll tax returns were examinedffstal years 1999 — 2001, and we
received a second NOPA in the amount of $11.7 onilfor employment tax assessments primarily relegegte timing of tax deposits related
to employee stock option exercises. We agreedttie skis issue with the IRS through the appeateess for approximately $2.7 million, and
we have fully accrued for this liability in our &incial statements. We expect to make the paymeheisecond quarter of 2007.

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

Investments in equity securities of publicly tradexinpanies involve significant risks. The markétgiof our stock reflects a higher multiple
of expected future earnings than many other conggariccordingly, even small changes in investoreelqtions for our future growth and
earnings, whether as a result of actual or rumbineghcial or operating results, changes in the afithe products and services sold,
acquisitions, industry changes or other factors|attrigger significant fluctuations in the marlgetce of our common stock. Investors in our
securities should carefully consider all of theewaint factors, including, but not limited to, tledldwing factors, that could affect our stock
price.

Matters related to the investigation into our higtoal stock option granting practices and the regtaent of our financial statements m:
result in additional litigation, regulatory proceddgs and government enforcement actions.

Our historical stock option granting practices #malrestatement of our financial statements hapesed us to greater risks associated with
litigation, regulatory proceedings and governmarioeeement actions. For more information regardingcurrent litigation and related
inquiries, please see Part Il, Item 1- “Legal Peatiegs” as well as the other risk factors relatelitigation set forth in this section. We have
provided the results of our internal review andeipehdent investigation to the Securities and Exgd&ommission (“SEC”) and the United
States Attorney’s Office for the Northern DistraftCalifornia, and in that regard we have resportdedrmal and informal requests for
documents and additional information. We intenddntinue to cooperate with these governmental ageno assurance can be given
regarding the outcomes from litigation, regulatprgceedings or possible government enforcemertaretielating to our past stock option
practices. The resolution of these matters willitme consuming, expensive, and may distract managefrom the conduct of our business.
Furthermore, if we are subject to adverse findinggigation, regulatory proceedings or governmenforcement actions, we could be
required to pay damages or penalties or have o#heedies imposed, which could harm our businaesantial condition, results of operations
and cash flows.

In addition, while we believe that we have maderappate judgments in determining the correct messent dates for our stock option
grants, the SEC may disagree with the manner ichwvie accounted for and reported, or not repottedicorresponding financial impact.
Accordingly, there is a risk that we may have witar restate our prior financial statements, anmrat filings with the SEC, or take other
actions not currently contemplated.

Our quarterly results are inherently unpredictabbnd subject to substantial fluctuations and, asesult, we may fail to meet the
expectations of securities analysts and investevhjch could adversely affect the trading price afiocommon stock.

Our revenues and operating results may vary sagifly from quarter to quarter due to a numbewotdrs, many of which are outside of our
control and any of which may cause our stock piacuctuate.

The factors that may affect the unpredictabilityoaf quarterly results include, but are not limitedlimited visibility into customer spending
plans, changes in the mix of products sold, changiarket conditions, including current and potdrtisstomer consolidation, competition,
customer concentration, long sales and implememtatycles, regional economic and political condisi@nd seasonality. For example, many
companies in our industry experience adverse sahfiaotuations in customer spending patterns,i@agrly in the first and third quarters.

As a result, we believe that quarter-to-quarter gansons of operating results are not necessaglyoa indication of what our future
performance will be. It is likely that in some fuglguarters, our operating results may be belovetipectations of securities analysts or
investors, in which case the price of our commalstmay decline. Such a decline could occur, asdoecaurred in the past, even when we
have met our publicly stated revenue and/or easnjuidance.
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Traditional telecommunications companies and otHarge companies generally require more onerous teremd conditions of their
vendors. As we seek to sell more products to sudiamers, we may be required to agree to terms emntitions that may have an adverse
effect on our business or ability to recognize reves.

Traditional telecommunications companies and d#émge companies, because of their size, generairg had greater purchasing power and,
accordingly, have requested and received more &eterms, which often translate into more oneteuss and conditions for their vendc
As we seek to sell more products to this classiefamer, we may be required to agree to such tant€onditions, which may include terms
that affect the timing of our ability to recognimvenue and have an adverse effect on our busamesnancial condition.

For example, many customers in this class havehpsex products from other vendors who promiseaicefiinctionality and failed to deliv
such functionality and/or had products that caysettlems and outages in the networks of these s As a result, this class of custon
may request additional features from us and recuibstantial penalties for failure to deliver sfieitures or may require substantial penalties
for any network outages that may be caused by mduets. These additional requests and penaltieg are required to agree to them, we
affect our ability to recognize the revenues framtssales, which may negatively affect our busimessour financial condition. For examg

in April 2006, we announced that we would be reeghito defer a large amount of revenue from a custaiue to the contractual obligations
required by that customer.

For arrangements with multiple elements, vendocisipeobjective evidence of fair value is requinedorder to separate the components and
to account for elements of the arrangement sepgratendor specific objective evidence of fair valis based on the price charged when the
element is sold separately. However, customersmgyire terms and conditions that make it morddliff or impossible for us to maintain
vendor specific objective evidence of fair valuetfte undelivered elements to a similar group atamers, the result of which could caust

to defer the entire arrangement fees for a singilaup of customers (product, maintenance, profaasgervices, etc.) and recognize revenue
only when the last element is delivered or if théyaindelivered element is maintenance revenue dvbelrecognized ratably over the
contractual maintenance period which is generally wear but could be substantially longer.

A limited number of our customers comprise a sigoént portion of our revenues and any decrease @venue from these customers cot
have an adverse effect on our net revenues and apieg results.

A substantial majority of our net revenues depemdales to a limited number of customers and 8istion partners. Siemens and Verizon
each accounted for greater than 10% of our netreasduring the three months ended March 31, 28i@fens and Lucent each accounted
for greater than 10% of our net revenues duringtiree months ended March 31, 2006. This custom@entration increases the risk of
quarterly fluctuations in our revenues and opegatesults. Any downturn in the business of our kegtomers or potential new customers
could significantly decrease sales to such custeymdrich could adversely affect our net revenuekrasults of operations. In addition, there
has been and continues to be consolidation ineleedmmunications industry (for example, the adtjaiss of AT&T Inc., MCI, Inc. and
BellSouth Corporation) and consolidation amonglénge vendors of telecommunications equipment andees (for example, the
combination of Alcatel and Lucent and the acquisitbf Redback by Ericsson). Such consolidation naise our customers who are invol

in these acquisitions to suspend or indefiniteuiee their purchases of our products or have athiEreseen consequences that could harm
our business and operating results.

We expect gross margin to vary over time and ourenet level of product gross margin may not be sirsadble.

Our product gross margins will vary from quarteqt@rter and the recent level of gross margins mmype sustainable and may be adversely
affected in the future by numerous factors, inalgddoroduct mix shifts, increased price competitiroone or more of the markets in which we
compete, increases in material or labor costs,ssxgeduct component or obsolescence charges fuoroatract manufacturers, increased
costs due to changes in component pricing or clsargeirred due to component holding periods iffouecasts do not accurately anticipate
product demand, warranty related issues, or otwdoction of new products or entry into new markeith different pricing and cost
structures.

We rely on value-added resellers and distributicarimers to sell our products, and disruptions ta, aur failure to effectively develop and
manage, our distribution channel and the processasl procedures that support it could adversely affeur ability to generate revenues
from the sale of our product:

Our future success is highly dependent upon estibli and maintaining successful relationships witkariety of value-added reseller and
distribution partners. The majority of our revenaes derived through value-added resellers andlaisbrs, most of
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which also sell competitorgroducts. Our revenues depend in part on the pedioce of these partners. The loss of or reductiGales to ot
value-added resellers or distributors could maltgrmiaduce our revenues. During 2006, Alcatel, Arotvalue-added reseller and a competitor
of ours, acquired Lucent, one of our largest valdded resellers. In addition, in April 2007 ouglkest customer, Siemens, transferred its
telecommunications business to a joint venture betwSiemens and Nokia. Our competitors may in stases be effective in providing
incentives to current or potential resellers argdritiutors to favor their products or to preventeduce sales of our products. If we fail to
maintain relationships with our partners, fail ®vdlop new relationships with value-added resetledsdistributors in new markets or expand
the number of distributors and resellers in exgstimarkets, fail to manage, train or motivate ergtralue-added resellers and distributors
effectively or if these partners are not succedsftiieir sales efforts, sales of our products egrease and our operating results would
suffer.

In addition, we recognize a portion of our revebased on a sell-through model using informatiorvigied by our distributors. If those
distributors provide us with inaccurate or untimigifjormation, the amount or timing of our revengesild be adversely impacted.

Further, in order to develop and expand our distidm channel, we must continue to scale and ing@u processes and procedures that
support it, and those processes and proceduredetayne increasingly complex and inherently difficalmanage. Our failure to
successfully manage and develop our distributianokl and the processes and procedures that sutppmutd adversely affect our ability to
generate revenues from the sale of our products.

We face intense competition that could reduce oavenues and adversely affect our financial results.

Competition is intense in the markets that we askiréhe IP infrastructure market has historicaflglbdominated by Cisco with other
companies such as Alcatel-Lucent, Ericsson, Huaavel,Nortel providing products to a smaller segnoéthe market. In addition, a number
of other small public and private companies hawepcts or have announced plans for new produaddeess the same challenges that our
products address.

In the service layer technologies market, we fatenise competition from a broader group of comgsainieluding appliance vendors such as
Cisco, Fortinet, F5 Networks, Nortel and Riverbaag software vendors such as CheckPoint. In adgdiéiamumber of other small public and
private companies have products or have annourleed for new products to address the same chaliethgé our products address.

In addition, actual or speculated consolidation aghcompetitors, or the acquisition of our partreerd resellers by competitors, can increase
the competitive pressures faced by us. In thisrtegscatel has recently combined with Lucent amid$Son has recently acquired Redbac
number of our competitors have substantially gre@sources and can offer a wider range of prodaradsservices for the overall network
equipment market than we do. If we are unable topmie successfully against existing and future egitgrs on the basis of product
offerings or price, we could experience a loss arkat share and revenues and/or be required teeqatices, which could reduce our gross
margins, and which could materially and adverséfgca our business, operating results and finareoaldition.

Fluctuating economic conditions make it difficuliot predict revenues for a particular period and aatfall in revenues may harm our
operating results.

Our revenues depend significantly on general ecamoonditions and the demand for products in theketa in which we compete.
Economic weakness, customer financial difficultiesl constrained spending on network expansion piexgously resulted (for example, in
2001 and 2002), and may in the future result, trekesed revenues and earnings and could negaitivesict our ability to forecast and
manage our contract manufacturer relationshipsn&wic downturns may also lead to restructuringdtiites and associated expenses and
impairment of investments. In addition, our opergtexpenses are largely based on anticipated revesnuds and a high percentage of our
expenses are, and will continue to be, fixed insthert-term. Uncertainty about future economic d¢imas makes it difficult to forecast
operating results and to make decisions aboutduhwestments. Future economic weakness, custonagrcial difficulties and reductions in
spending on network expansion could have a matedietrse effect on demand for our products andecprently on our results of operations
and stock price.
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We sell our products to customers that use thosedpicts to build networks and IP infrastructure and,the demand for network and IP
systems does not continue to grow, then our busineperating results and financial condition coulte adversely affecte:

A substantial portion of our business and reverapedds on the growth of secure IP infrastructuceamthe deployment of our products by
customers that depend on the continued growth e€tices. As a result of changes in the econordycapital spending or the building of
network capacity in excess of demand, all of whiake in the past particularly affected telecommaiidms service providers, spending on IP
infrastructure can vary, which could have a matativerse effect on our business and financiali®dm addition, a number of our existing
customers are evaluating the build out of theirt gexeration network, or NGN. During the decisioaking period when the customers are
determining the design of those networks and tlecgen of the equipment they will use in thosewaks, such customers may greatly
reduce or suspend their spending on secure IRstnfiGure. Such pauses in purchases can make ét difficult to predict revenues from su
customers can cause fluctuations in the level ehding by these customers and, even where our gi®dte ultimately selected, can have a
material adverse effect on our business and fiahnesults.

If we do not successfully anticipate market needslalevelop products and product enhancements thatetrthose needs, or if tho:
products do not gain market acceptance, we maylmable to compete effectively and our ability engrate revenues will suffe

We cannot guarantee that we will be able to ardieifuture market needs or be able to develop medupts or product enhancements to
meet such needs or to meet them in a timely mafinge fail to anticipate the market requirementsamdevelop new products or product
enhancements to meet those needs, such failure sobtantially decrease market acceptance anslafabeir present and future products,
which would significantly harm our business andifinial results. Even if we are able to anticipd&yelop and commercially introduce new
products and enhancements, there can be no assuhat@ew products or enhancements will achiedesyread market acceptance. Any
failure of our products to achieve market acceptarould adversely affect our business and finamesllts.

We are a party to lawsuits, which are costly to@stigate and defend and, if determined adverselygpcould require us to pay damages or
prevent us from taking certain actions, any or af which could harm our business and financial coitin.

We and certain of our current and former officard aurrent and former members of our board of ttnscare subject to various lawsuits. For
example, we have been served with lawsuits relatéide alleged backdating of stock options andrathlated matters, a description of which
can be found above in Part I, ltem 1 — Legal Pedliegs. In addition, the SEC and U.S. Attorneyficefhave inquired regarding our stock
option pricing practices. There can be no assurtratghese or any actions that have been or méydught against us will be resolved in
favor. Regardless of whether they are resolvediirfavor, these lawsuits are, and any future latsgoiwhich we may become a party will
likely be, expensive and time consuming to investgdefend and/or resolve. Such costs of invasgiiyand defense, as well as any losses
resulting from these claims, could significantlgliease our expenses and adversely affect our ghudifiy and cash flow.

In addition, we are party to a lawsuit which setkenjoin us from granting equity awards under 2206 Equity Incentive Plan (the “2006
Plan™), as well as to invalidate all awards granted undehglan to date. The 2006 Plan is the only agilae under which we currently gre
stock options and restricted stock units to ourlegges. If this lawsuit is not resolved in our favwe may be prevented from using the 2006
Plan to provide these equity awards to recruit eavployees or to compensate existing employees hwidnild put us at a significant
disadvantage to other companies that compete fdtes®in high technology industries such as ourzotdingly, our ability to hire, retain
and motivate current and prospective employeesdvoellharmed, the result of which could negativeipact our business operations.

We are required to expense equity compensationmgieeour employees, which has reduced our reporéaanings, will significantly harm
our operating results in future periods and may néck our stock price and our ability to effectivaljilize equity compensation to attract
and retain employees.

We historically have used stock options and otleiitg awards as a significant component of our eyge compensation program in order to
align employees’ interests with the interests afsiockholders, encourage employee retention, aovde competitive compensation
packages. The Financial Accounting Standards Blasdadopted changes that require companies tadraadrarge to earnings for employee
stock option grants and other equity incentives.atfepted this standard effective January 1, 20@&aBising us to record significantly
increased compensation costs, such accounting ehdraye reduced, and will continue to reduce, @ponted earnings, will significantly
harm our operating results in future periods, aag nequire us to reduce the availability and amadietquity incentives provided to
employees, which may make it more difficult fortasattract, retain and motivate key personnel. Mwoeg, if securities analysts, institutional
investors and other investors adopt financial motiet include stock option
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expense in their primary analysis of our financésults, our stock price could decline as a rasfuieliance on these models with higher
expense calculations. Each of these results coaténally and adversely affect our business.

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

We provide demand forecasts to our contract matwi@s. If we overestimate our requirements, th@rast manufacturers may assess
charges or we may have liabilities for excess itmgn each of which could negatively affect ourgganargins. Conversely, because lead
times for required materials and components vaggiicantly and depend on factors such as the fipestipplier, contract terms and the
demand for each component at a given time, if wdetgstimate our requirements, the contract manufs may have inadequate time or
materials and components required to produce aguyats, which could increase costs or could detagterrupt manufacturing of our
products and result in delays in shipments andrd#fer loss of revenues.

Our ability to process orders and ship productsarimely manner is dependent in part on our busisesystems and performance of the
systems and processes of third parties such asommtract manufacturers, suppliers or other partneas well as interfaces with tr
systems of such third parties If our systems, tlygstems and processes of those third parties oritierfaces between them experien
delays or fail, our business processes and our iabto build and ship products could be impacteadsour financial results could be
harmed.

Some of our business processes depend upon oumiition technology systems, the systems and presesshird parties and on interfaces
with the systems of third parties. For example, andier entry system feeds information into the esyst of our contract manufacturers, which
enables them to build and ship our products. I$¢hsystems fail or are interrupted, our processssfunction at a diminished level or not at
all. This could negatively impact our ability toighproducts or otherwise operate our businesspandinancial results could be harmed. For
example, although it did not adversely affect chipsents, an earthquake in late December of 2086igied communications with China,
where a significant part of our manufacturing oscur

We also rely upon the performance of the systerdgpancesses of our contract manufacturers to lamttship our products. If those systems
and processes experience interruption or delayability to build and ship our products in a timehanner may be harmed. For example, as
we have expanded our contract manufacturing ba€itta, we have experienced instances where odwrambmanufacturer was not able to
ship products in the time periods expected byfuselare not able to ship our products, our abttityecognize revenue in a timely mannetr
those products would be affected and our finameislilts could be harmed.

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

Our ability to successfully offer our products amglement our business plan in a rapidly evolvingrket depends upon an effective plant
and management process. We will need to contintragioove our financial and managerial control and reporting systems and procedures
in order to manage our business effectively inftitere. If we fail to continue to implement impral/eystems and processes, our ability to
manage our business and results of operations magdmatively affected.

Our ability to develop, market and sell productsubd be harmed if we are unable to retain or hirekeersonnel.

Our future success depends upon our ability taureand retain the services of executive, engimggi$ales, marketing and support persor
The supply of highly qualified individuals, in pi&udlar engineers in very specialized technical sreasales people specializing in the service
provider and enterprise markets, is limited and petition for such individuals is intense. None af officers or key employees is bound by
an employment agreement for any specific term.ldgg of the services of any of our key employedwes,nability to attract or retain person

in the future or delays in hiring required persdnparticularly engineers and sales people, anadneplexity and time involved in replacing

or training new employees, could delay the develapnand introduction of new products, and negatiimpact our ability to market, sell or
support our products.

Our reported financial results could suffer if theris an additional impairment of goodwill or othéntangible assets with indefinite lives.

We are required to annually test, and review omtatim basis, our goodwill and intangible asseith wdefinite lives, including the goodw
associated with past acquisitions and any futuggiations, to determine if impairment has occuriéduch assets are deemed impaired, an
impairment loss equal to the amount by which theyaag amount exceeds the fair value of the assetdd be
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recognized. This would result in incremental exgsrfer that quarter which would reduce any earnorgacrease any loss for the period in
which the impairment was determined to have occuffer example, such impairment could occur ifritarket value of our common stock
falls below certain levels for a sustained period the portions of our business related to congamwe have acquired fail to grow at expe
rates or decline. In the second quarter of 200§ ,ithpairment evaluation resulted in a reductio$b280.0 million to the carrying value of
goodwill on our balance sheet for the SLT operatiegment, primarily due to the decline in our madegitalization that occurred over a
period of approximately six months prior to the aifment review and, to a lesser extent, a deciieabe forecasted future cash flows use
the income approach. Further declines in our spoides in the future as well as any marked dedtiraur level of revenues or gross margins
increase the risk that goodwill and intangible &sstay become impaired in future periods. We caanotirately predict the amount and
timing of any impairment of assets.

Litigation or claims regarding intellectual propeytrights may be time consuming, expensive and reg@ significant amount of resource
to prosecute, defend or make our products non-infging.

Third parties have asserted and may in the futsseraclaims or initiate litigation related to petecopyright, trademark and other intellectual
property rights to technologies and related staaglilrat are relevant to our products. For exanipl2003, Toshiba Corporation filed a
lawsuit against us, alleging that our productsimgfed certain Toshiba patents. The asserted clamifr initiated litigation may include
claims against us or our manufacturers, suppliecsistomers, alleging infringement of their propaig rights with respect to our products.
Regardless of the merit of these claims, they lieem and can be time-consuming, result in cosifiation and may require us to develop
non-infringing technologies or enter into licengeelments. Furthermore, because of the potentidiigh awards of damages or injunctive
relief that are not necessarily predictable, evguably unmeritorious claims may be settled fongigant amounts of money. If any
infringement or other intellectual property clainade against us by any third party is successfuleifire required to settle litigation for
significant amounts of money, or if we fail to deygnon-infringing technology or license requiradgrietary rights on commercially
reasonable terms and conditions, our businessatipgresults and financial condition could be matly and adversely affected.

The long sales and implementation cycles for ouogucts, as well as our expectation that some custswill sporadically place large
orders with short lead times, may cause our revesiaad operating results to vary significantly frogquarter to quarter.

A customer’s decision to purchase certain of oodpcts involves a significant commitment of itsa@xes and a lengthy evaluation and
product qualification process. As a result, thesalycle may be lengthy. In particular, customeaging critical decisions regarding the
design and implementation of large or next-genenatietworks may engage in very lengthy procurerpestesses that may delay or impact
expected future orders. Throughout the sales cydanay spend considerable time educating and girayinformation to prospective
customers regarding the use and benefits of owlyats. Even after making the decision to purchasstomers may deploy our products
slowly and deliberately. Timing of deployment caarywwidely and depends on the skill set of the mustr, the size of the network
deployment, the complexity of the customer’s netwamvironment and the degree of hardware and dpgraystem configuration necessary
to deploy the products. Customers with large neétwaisually expand their networks in large increrae@mt a periodic basis. Accordingly, we
may receive purchase orders for significant da@laounts on an irregular basis. These long cyctesiell as our expectation that customers
will tend to sporadically place large orders witiod lead times, may cause revenues and operaiulis to vary significantly and
unexpectedly from quarter to quarter.

We are dependent on sole source and limited sowsgepliers for several key components, which maksssusceptible to shortages or price
fluctuations in our supply chain and we may facedreased challenges in supply chain management ia fhture.

With the current demand for electronic productsnponent shortages are possible and the predityabilthe availability of such compone
may be limited. Growth in our business and the eomnis likely to create greater pressures on usoamduppliers to accurately project
overall component demand and to establish optimaponent levels. If shortages or delays persistptice of these components may
increase, or the components may not be availatzif. At/e may not be able to secure enough comperaneasonable prices or of acceptable
quality to build new products in a timely manned aur revenues and gross margins could suffer otitér sources can be developed. For
example, throughout the first quarter of 2006 weegienced component shortages that resulted ilyslefeshipments of product until late in
the quarter and in an increase in our day saleganding. We currently purchase numerous key comsnincluding ASICs, from single or
limited sources. The development of alternate smifor those components is time consuming, diffiaat costly. In addition, the lead times
associated with certain components are lengthypaaclude rapid changes in quantities and delivemgdules. In the event of a component
shortage or supply interruption from these supgliere may not be able to develop alternate or sksources in a timely manner. If, as a
result, we are unable to buy these componentsantigies sufficient to meet our requirements oimeely basis, we will not be able to deliver
product to our customers, which would seriouslyaetpresent and future sales, which would, in tadversely affect our business.
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In addition, the development, licensing or acqigsibf new products in the future may increaseciraplexity of supply chain management.
Failure to effectively manage the supply of key poments and products would adversely affect ouinless.

We are dependent on contract manufacturers with wihave do not have long-term supply contracts, anduebes to those relationships,
expected or unexpected, may result in delays orugpifons that could cause us to lose revenue andnd@e our customer relationships.

We depend on independent contract manufacturech @&avhom is a third party manufacturer for nummsreompanies) to manufacture our
products. Although we have contracts with our cacttmanufacturers, those contracts do not requéne to manufacture our products on a
longterm basis in any specific quantity or at any sfeprice. In addition, it is time consuming andsty to qualify and implement additior
contract manufacturer relationships. Thereforegfshould fail to effectively manage our contraetnufacturer relationships or if one or m
of them should experience delays, disruptions atityucontrol problems in our manufacturing opesas, or if we had to change or add
additional contract manufacturers or contract macitufing sites, our ability to ship products to oustomers could be delayed. Also, the
addition of manufacturing locations or contract mfaeturers would increase the complexity of ourpdypghain management. Moreover, an
increasing portion of our manufacturing is perfodhire China and other countries and is thereforgestito risks associated with doing
business in other countries. Each of these factmukl adversely affect our business and finaneisiiits.

Integration of past acquisitions and future acquigins could disrupt our business and harm our finaral condition and stock price an
may dilute the ownership of our stockholders.

We have made, and may continue to make, acquisitionrder to enhance our business. In 2005 we ketpthe acquisitions of Funk,
Acorn, Peribit, Redline and Kagoor. Acquisitiongaive numerous risks, including problems combirtimg purchased operations,
technologies or products, unanticipated costs,rgive of management’s attention from our core besses, adverse effects on existing
business relationships with suppliers and customisis associated with entering markets in whiehhave no or limited prior experience :
potential loss of key employees. There can be soraace that we will be able to successfully irdegany businesses, products, technologies
or personnel that we might acquire. The integratibbusinesses that we have acquired has beenyilmntinue to be, a complex, time
consuming and expensive process. For example uglthave completed the acquisition of NetScreen inl&2004, integration of the
NetScreen products is a continuing activity and el for the foreseeable future. Acquisitions mesp aequire us to issue common stock
dilutes the ownership of our current stockholdessume liabilities, record goodwill and non-ameiiz intangible assets that will be subject
to impairment testing on a regular basis and pateperiodic impairment charges, incur amortizat@xpenses related to certain intangible
assets, and incur large and immediate write-oftsrastructuring and other related expenses, allha¢h could harm our operating results and
financial condition.

In addition, if we fail in our integration effortgith respect to our acquisitions and are unabkfficiently operate as a combined organization
utilizing common information and communication €yss, operating procedures, financial controls anddn resources practices, our
business and financial condition may be adversiébcted.

Our products are highly technical and if they contaundetected errors, our business could be advirsdéfected and we might have to
defend lawsuits or pay damages in connection wittyalleged or actual failure of our products andrséces.

Our products are highly technical and complex caitecal to the operation of many networks andthiea case of our security products, provide
and monitor network security and may protect vaeiatformation. Our products have contained and owytain one or more undetected
errors, defects or security vulnerabilities. Sonmrers in our products may only be discovered atproduct has been installed and used by
end customers. Any errors or security vulnerabditiliscovered in our products after commerciabssiecould result in loss of revenues or
delay in revenue recognition, loss of customersiaagased service and warranty cost, any of wbithd adversely affect our business and
results of operations. In addition, we could falsgnes for product liability, tort or breach of wanty. Defending a lawsuit, regardless of its
merit, is costly and may divert managemsrittention. In addition, if our business liabilisurance coverage is inadequate or future coe

is unavailable on acceptable terms or at all, maricial condition could be harmed.

A breach of network security could harm public peqation of our security products, which could causs to lose revenue:
If an actual or perceived breach of network seguritcurs in the network of a customer of our seégymioducts, regardless of whether the
breach is attributable to our products, the mapketeption of the effectiveness of our productdatbe harmed. This
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could cause us to lose current and potential estbmers or cause us to lose current and potemtiaévadded resellers and distributors.
Because the techniques used by computer hackeceéss or sabotage networks change frequentlyeratajly are not recognized until
launched against a target, we may be unable toipaite these techniques.

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 outarasrs’ existing networks, each of which have défe specifications and utilize multiple
protocol standards and products from other vendwasy of our customers’ networks contain multipengrations of products that have been
added over time as these networks have grown asldezlz Our products will be required to interoperaith many or all of the products
within these networks as well as future productsrater to meet our customers’ requirements. Ifiwe érrors in the existing software or
defects in the hardware used in our customers’ ordsy we may have to modify our software or har@ntarfix or overcome these errors so
that our products will interoperate and scale \iligh existing software and hardware, which coulddely and negatively impact our
operating results. In addition, if our productsran interoperate with those of our customers’ neksodemand for our products could be
adversely affected, orders for our products coel@dncelled or our products could be returned. @tisd hurt our operating results, damage
our reputation and seriously harm our businessaospects.

Due to the global nature of our operations, econanuir social conditions or changes in a particulaogntry or region could adversel
affect our sales or increase our costs and expensgdsch could have a material adverse impact on dimancial condition.

We conduct significant sales and customer suppgmatations directly and indirectly through our dlstitors and value-added resellers in
countries throughout the world and also dependeroperations of our contract manufacturers angl®ip that are located inside and
outside of the United States. Accordingly, our fettesults could be materially adversely affectg@ variety of uncontrollable and changing
factors including, among others, political or sbaiarest, natural disasters, epidemic disease,ava@aconomic instability in a specific country
or region, trade protection measures and othedatay requirements which may affect our abilityingport or export our products from
various countries, service provider and governmnspending patterns affected by political consideratiand difficulties in staffing and
managing international operations. Any or all afst factors could have a material adverse impactiorevenue, costs, expenses, results of
operations and financial condition.

We are exposed to fluctuations in currency exchangées which could negatively affect our financiaésults and cash flows.

Because a majority of our business is conductesidrithe United States, we face exposure to adwessements in non-US currency
exchange rates. These exposures may change oeeaditousiness practices evolve and could haveeriaiadverse impact on our financial
results and cash flows.

The majority of our revenues and expenses areacted in US Dollars. We also have some transactimtsare denominated in foreign
currencies, primarily the Japanese Yen, Hong Koaliah British Pound and the Euro, related to ales and service operations outside of
the United States. An increase in the value otiBeDollar could increase the real cost to our aust® of our products in those markets
outside the United States where we sell in US Dglland a weakened dollar could increase the d¢dstal operating expenses and
procurement of raw materials to the extent we musthase components in foreign currencies.

Currently, we hedge only those currency exposuseeaated with certain assets and liabilities dénatad in nonfunctional currencies and
periodically will hedge anticipated foreign currgreash flows. The hedging activities undertakemuswre intended to offset the impact of
currency fluctuations on certain nonfunctional enny assets and liabilities. If our attempts togeedgainst these risks are not successful, oul
net income could be adversely impacted.

Our products incorporate and rely upon licensed ithiparty technology and if licenses of third-partgchnology do not continue to be
available to us or become very expensive, our rexs=nand ability to develop and introduce new protiucould be adversely affected.

We integrate licensed third-party technology intatain of our products. From time to time, we mayréquired to license additional
technology from third parties to develop new pradwr product enhancements. Third-party licensesmobe available or continue to be
available to us on commercially reasonable terns.i@ability to maintain or re-license any thipaty licenses required in our products ot
inability to obtain third-party licenses necesstarglevelop new products and product enhancememi] cequire us
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to obtain substitute technology of lower qualityp@rformance standards or at a greater cost, amich could harm our business, financial
condition and results of operations.

Our success depends upon our ability to effectivyelign and manage our resources and restructure duursiness through rapidly
fluctuating economic and market condition

Our ability to successfully offer our products amdvices in a rapidly evolving market requires Haative planning, forecasting, and
management process to enable us to effectively sealbusiness and adjust our business in respofilsetuating market opportunities and
conditions. In periods of market expansion, we hageeased investment in our business by, for ex@anicreasing headcount and increa
our investment in research and development and p#rés of our business. Conversely, during 20@L2002, in response to downward
trending industry and market conditions, we redtmez our business and reduced our workforce. Médimur expenses, such as real estate
expenses, cannot be rapidly or easily adjustedrasudt of fluctuations in our business or numlz#remployees. Moreover, rapid changes in
the size of our workforce could adversely affeet #ility to develop and deliver products and sswias planned or impair our ability to
realize our current or future business objectives.

We are subject to risks arising from our internatial operations.

We derive a majority of our revenues from our in&gional operations, and we plan to continue exipgnaur business in international
markets in the future. As a result of our interoaéil operations, we are affected by economic, e¢go}t and political conditions in foreign
countries, including changes in IT spending gehgriie imposition of government controls, changemitations in trade protection laws,
unfavorable changes in tax treaties or laws, nhtlisasters, labor unrest, earnings expatriatistrigtions, misappropriation of intellectual
property, acts of terrorism and continued unresh@my regions and other factors, which could hareagerial impact on our international
revenues and operations. In particular, in somairiws we may experience reduced intellectual ptggeotection. Moreover, local laws and
customs in many countries differ significantly frdhose in the United States. In many foreign caestiparticularly in those with developing
economies, it is common for others to engage iimiess practices that are prohibited by our intepadities and procedures or United States
regulations applicable to us. Although we implemasitcies and procedures designed to ensure conggliaith these laws and policies, th
can be no assurance that all of our employeestaxints and agents will not take actions in violasi of them. Violations of laws or key
control policies by our employees, contractorsgerds could result in financial reporting problefiitses, penalties, or prohibition on the
importation or exportation of our products and doudive a material adverse effect on our business.

While we believe that we currently have adequateinal control over financial reporting, we are exged to risks from legislation
requiring companies to evaluate those internal conls.

Section 404 of the Sarbanes-Oxley Act of 2002 megudbur management to report on, and our indepé¢rdelitors to attest to, the
effectiveness of our internal control over finahcéporting. We have an ongoing program to perftimensystem and process evaluation and
testing necessary to comply with these requirem&iéshave and will continue to incur significanperses and devote management
resources to Section 404 compliance on an onga@sghin the event that our chief executive offiohief financial officer or independent
registered public accounting firm determine in fileire that our internal controls over financigbogting are not effective as defined under
Section 404, investor perceptions may be adveefédgted and could cause a decline in the marke¢ jof our stock.

Governmental regulations affecting the import or part of products could negatively affect our revessi

The United States and various foreign governmesne imposed controls, export license requiremamisrastrictions on the import or export
of some technologies, especially encryption teatgnl In addition, from time to time, governmentgeacies have proposed additional
regulation of encryption technology, such as reqgithe escrow and governmental recovery of prieaigryption keys. Governmental
regulation of encryption technology and regulatidimports or exports, or our failure to obtain uegqd import or export approval for our
products, could harm our international and domesstles and adversely affect our revenues.

Regulation of the telecommunications industry coubérm our operating results and future prospec

The telecommunications industry is highly reguladed our business and financial condition coul@dbeersely affected by the changes in
regulations relating to the telecommunications stdu Currently, there are few laws or regulatitiret apply directly to access to or
commerce on IP networks. We could be adverselyet#teby regulation of IP networks and commercenn@untry
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where we operate. Such regulations could addrettemmauch as voice over the Internet or usingmetieProtocol, encryption technology,
access charges for service providers. In additegylations have been adopted with respect to @mviental matters, such as the Waste
Electrical and Electronic Equipment (WEEE) and Reison of the Use of Certain Hazardous Substaimté&dectrical and Electronic
Equipment (RoHS) regulations adopted by the Eunopéraion, as well as regulations prohibiting goveemtnentities from purchasing
security products that do not meet specified lgedtification criteria. Compliance with such regidas may be costly and tinensuming fc
us and our suppliers and partners. The adoptiorirapiémentation of such regulations could decreseand for our products, and at the
same time could increase the cost of building atithg our products as well as impact our abildyship products into affected areas and
recognize revenue in a timely manner, which coaldeha material adverse effect on our businessatipgrresults and financial condition.

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

Our future effective tax rates could be adverséigcted by earnings being lower than anticipateddantries where we have lower statutory
rates and higher than anticipated earnings in c@snivhere we have higher statutory rates, by obsiirgthe valuation of our deferred tax
assets and liabilities, or by changes in tax lamisterpretations thereof. In addition, we are sabjo the continuous examination of our
income tax returns by the Internal Revenue Semgkother tax authorities. We regularly assestikbihood of adverse outcomes resulting
from these examinations to determine the adequioyirgprovision for income taxes. There can be sgueance that the outcomes from these
continuous examinations will not have an adversecebn our operating results and financial cooditi

Item 2. Unregistered Sales of Equity Securities and UséPodceeds.

There were no unregistered sales of equity seesiitiiring the period covered by this report.

(c) Issuer Purchases of Equity Securities

Total Number

of Shares Maximum Dollar
Purchased as Value of Shares
Part of Publicly that May Yet Be
Total Number Average Announced Average Purchased
of Shares Price Paid Plans or Price Paid Under the Plans or
Period Purchased(1) per Share Programs per Share Programs(1)
January + January 31, 200 = $ — = $ — $ 1,000,000,00
February 3 February 28, 200 — — — — 2,000,000,00
March 1- March 31, 200° 1,520,90! 19.1¢ 1,520,90I 19.1¢ 1,970,865,82
Total 1,520,901 $ 19.1¢ 1,520,901 $ 19.1¢ $ 1,970,865,82

(1) In February 2007, the Company’s Board of Btines approved a stock repurchase program. Thigrano authorizes an increase of $1.0
billion under the stock repurchase program appranekily 2006. Coupled with the prior authorizatmfi1.0 billion announced in July
2006, the Company'’s current stock repurchase pnogsauthorized to repurchase up to a total of $#l@n of its common stock.
Purchases under this plan will be subject to aerewf the circumstances in place at the time. Asitjohs under this stock repurchase
program will be made from time to time as permitbgdsecurities laws and other legal requirementsiry the three months ended
March 31, 2007, the Company repurchased and retig2D,900 shares of common stock at an average pfi$19.16 per shar
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Iltem 6. Exhibits

Exhibit

Number Description of Document

3.1 Juniper Networks, Inc. Amended and Restated Ceat#iof Incorporation (incorporated by referencEsxbibit 3.1 to the
Compan’s Annual Report on Form -K filed with the Securities and Exchange CommissiarMarch 27, 2001

3.2 Amended and Restated Bylaws of Juniper Networlcs,(Incorporated by reference to Exhibit 3.2 to @@mpany’s Annual
Report on Form 1-Q filed with the Securities and Exchange CommissiniNovember 14, 200:.

10.1 Summary of Compensatory Arrangements for Certafit€@6 adopted on January 4, 2007 (incorporatectfgrence to
Item 5.02 to the Company’s Current Report on Forkafded with the Securities and Exchange Commissio January 8,
2007)

10.2 Summary of Compensatory Arrangements for Certafic€@f adopted on March 9, 2007 (incorporated ligremce to
Exhibit 99.1 to the Company’s Current Report onfk@&-K filed with the Securities and Exchange Consiois on March 12,
2007)

10.3 Form of Executive Officer Change of Control Agreetr

10.4 Form of Executive Officer Severance Agreerr

311 Certification of Chief Executive Officer pursuantRule 13-14(a) of the Securities Exchange Act of 1!

31.2 Certification of Chief Financial Officer pursuantRule 13-14(a) of the Securities Exchange Act of 1!

32.1 Certification of the Chief Executive Officer pursudo Section 906 of the Sarba-Oxley Act of 200z

32.2 Certification of the Chief Financial Officer pursudo Section 906 of the Sarba-Oxley Act of 200z
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SIGNATURES

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

Juniper Networks, Inc.

May 8, 2007 By: /s/ Robert R.B. Dykes
Robert R.B. Dykes
Chief Financial Officer

(Duly Authorized Officer and Principal Financial
and Accounting Officer)
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EXHIBIT 10.3

JUNIPER NETWORKS, INC.
CHANGE OF CONTROL AGREEMENT

This Change of Control Agreement (the “Agreatijeis made and entered into by and between (the “Employee™) and Juniper
Networks, Inc., a Delaware Corporation (“Company”), effective as of , 2007 (théféEtive Date”).

RECITALS

1. Itis expected that the Company frametito time will consider the possibility of an aggjtion by another company or other chang
control. The Board of Directors of the Company (tBeard”) recognizes that such consideration caa béstraction to the Employee and can
cause the Employee to consider alternative emplaym@portunities. The Board has determined thatiit the best interests of the Company
and its stockholders to assure that the Comparhaile the continued dedication and objectivityhaf Employee, notwithstanding the
possibility, threat or occurrence of a Change ofit@d (as defined herein) of the Company.

2. The Board believes that it is in thethieterests of the Company and its stockholdepdwide the Employee with an incentive to
continue his or her employment and to motivateBhgloyee to maximize the value of the Company up@hange of Control for the benefit
of its stockholders.

3. The Board believes that it is imperatig provide the Employee with certain severanecefis upon certain terminations of
employment following a Change of Control. Thesedsis will provide the Employee with enhanced fin&h security and incentive and
encouragement to remain with the Company notwittthitey the possibility of a Change of Control.

4. Certain capitalized terms used in tigge®@ment are defined in Section 6 below.

AGREEMENT
NOW, THEREFORE, in consideration of the mutt@lenants contained herein, the parties hereteaag follows:

1. _Term of Agreemenf his Agreement shall terminate upon the latgi)afanuary 1, 2009 or (ii) if a Change of Contnak occurred
on or before January 1, 2009 (or if a definitiveesggment relating to a Change in Control has begresdi by the Company on or before Jan
1, 2009 and the closing of that transaction ocouarser before April 1, 2009), the date that allled bbligations of the parties hereto with
respect to this Agreement have been satisfied.

2. _AwWill Employment. The Company and the Employee acknowledge thaEtmgloyee’s employment is and shall continue tate
will, as defined under applicable law, except




as may otherwise be specifically provided undertéhms of any written formal employment agreemertfter letter between the Company
and the Employee (an “Employment Agreement”). & BEmployees employment terminates for any reason, includimithout limitation) any
termination prior to a Change of Control, the Enyple shall not be entitled to any payments, benefdmages, awards or compensation othet
than as provided by this Agreement or under hissorEmployment Agreement, or as may otherwise héable in accordance with the
Company’s established employee plans.

3. Severance Benefits

(a)_Involuntary Termination Other than for Gawr Voluntary Termination for Good Reason Folloyva Change of Control Periodf
the Employee signs and does not revoke a standiase of claims with the Company in a form acddptto the Company (the
“Release”) and either (i) between the date thédus (4) months following a Change of Control ahd tlate that is twelve (12) months
following a Change of Control the Employee termasatiis or her employment with the Company (or aamgmpt or subsidiary of the
Company) for “Good Reason” (as defined herein)yjoled however, that the grounds for Good Reasonamag at anytime within the
twelve (12) months following the Change of Contual(ii) within twelve (12) months following a Chga of Control the Company (or any
parent or subsidiary of the Company) terminatestimployee’s employment for other than “Cause” (@sneéd herein), then the Employee
shall receive the following severance from the Camp

(i) _Severance Paymeiithe Employee shall be entitled to receive a lisup severance payment (less applicable withholidixes)
equal to 100% of the Employee’s annual base s@arin effect immediately prior to (A) the ChandeControl, or (B) the Employee’s
termination, whichever is greater) plus 100% ofEHmeployee’s target bonus for the fiscal year inahhthe Change of Control or the
Employee’s termination occurs, whichever is greater

(i) _Equity Compensation AcceleratidOne hundred percent (100%) of the then unvestepl@ee’s outstanding stock options,
stock appreciation rights, restricted stock unitd ather Company equity compensation awards (tlojeit Compensation Awards”) that vest
based on time (such as an option that vests 258beofirst anniversary of grant and 1M&onthly thereafter) shall immediately vest and
became exercisable (and any rights of repurchaskeeb@ompany or restriction on sale shall lapsa)h\Wspect to Equity Compensation
Awards that vest wholly or in part based on factiter than time, such as performance (whetheviithaial or based on external measures
such as Company performance, market share, stazk ptc.), (i) any portion for which the measuretnar performance period or
performance measures have been completed andsiiidrg quantities have been determined or caledlathall immediately vest and
become exercisable (and any rights of repurchaskebompany or restriction on sale shall lapsé)(@hthe remaining portions shall
immediately vest and become exercisable (and aysriof repurchase by the Company or restrictiosade shall lapse) in an amount equ:
the number that would be calculated if the perfaroeameasures were achieved at the target levedxtomple, if the employee were granted
300 three year performance shares, where (a) themrthat can be earned is determined each yead lmsperformance against annual
performance targets but the
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entire amount vests at the end of the three yert¢ly at target performance levels the employeddoearn 1/3 of the amount each year and
(c) the first year had been completed and the pmdace resulted in a calculation that 85 shares warned and (d) the employee is
terminated prior to the completion of year 2, tile® amount that would vest and become immediatedycesable would be 285 shares —
representing the 85 shares calculated for yeadhentarget amount of 100 shares for each of ¥eard year 3); provided however, that if
there is no “target” number, then the number tlest ghall be 100% of the amounts that could ve$t iespect to that measurement period.
Any Company stock options and stock appreciatights shall thereafter remain exercisable followtimg Employee’s employment
termination for the period prescribed in the resipemption and stock appreciation right agreements

(i) _Continued Employee Benefit§o the extent permitted to be continued under R@Boverage, Company-paid health, dental
and vision insurance coverage at the same leva\adrage as was provided to such Employee imméyiaier to the Change of Control a
at the same ratio of Company premium payment tol&yep premium payment as was in effect immedigtelyr to the Change of Control
(the “Company-Paid Coverage”). If such coveragéuied the Employee’s dependents immediately padhé Change of Control, such
dependents shall also be covered at Company expéasgany-Paid Coverage shall continue until thiezaof (i) twelve (12) months from
the date of termination, or (ii) the date upon vhhtitse Employee and his dependents become covedsat another employer’s group health,
dental and vision insurance plans that provide Byg# and his dependents with comparable benefitdeaels of coverage. For purposes of
Title X of the Consolidated Budget ReconciliationtAf 1985 (“COBRA"), the date of the “qualifyingyent” for Employee and his or her
dependents shall be the date upon which the CorpaityCoverage terminates.

(b)_Timing of Severance Paymen®ne half of the severance payment to which Engsddyg entitled shall be paid by the Company to
Employee in cash not later than 30 calendar dags tife effective date of the Release. The othiéolighe severance payment to which
Employee is entitled shall be paid by the Compankmployee in cash not later than six months dftereffective date of the Release. If
the Employee should die before all amounts have pa&, such unpaid amounts shall be paid in a faop payment (less any
withholding taxes) to the Employee’s designatedefierary, if living, or otherwise to the personabresentative of the Employee’s estate.

(c) Voluntary Resignation; Termination for Geulf the Employee’s employment with the Companyrtieates (i) voluntarily by the
Employee other than for Good Reason, or (ii) fougeaby the Company, then the Employee shall nentited to receive severance or
other benefits except for those (if any) as may the established under the Company’s then exisgwgrance and benefits plans and
practices or pursuant to other written agreemeittstive Company.

(d) Termination Outside of Change of Contreti®d. In the event the Employeeémployment is terminated for any reason, eithier
to the occurrence of a Change of Control or aftertivelve (12) month period following a Change oh@ol, or if the Employee terminat
for Good Reason within four months after a Chamg€antrol, then the Employee shall be entitledetteive severance and any other
benefits only as may
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then be established under the Company’s existitigenrseverance and benefits plans and practicparsuant to other written agreements
with the Company.

(e)_Internal Revenue Code Section 40%otwithstanding any other provision of this Agmeent, if the Employee is a “specified
employee” under Code Section 409A and a delay ikimyaany payment or providing any benefit undes Bian is required to avoid
imposition of additional taxes under Code Secti68AL such payments shall not be made until afte(&i months following the date of
the Employee’s separation from service as requise@ode Section 409A.

4, Conditional Nature of Severance Paymeand Benefits

(a) NoncompeteEmployee acknowledges that the nature of the Gaiyip business is such that if Employee were totmecemployed
by, or substantially involved in, the business abapetitor of the Company during the twelve (12nths following the termination of
Employee’s employment with the Company, it wouldvieey difficult for Employee not to rely on or ugee Company’s trade secrets and
confidential information. Thus, to avoid the inelite disclosure of the Company’s trade secretxantidential information, Employee
agrees and acknowledges that Employee’s rightd®ive the severance benefits set forth in Sectfah (@ the extent Employee is
otherwise entitled to such payments) shall be c¢mrdid upon Employee not directly or indirectly aging in (whether as an employee,
consultant, agent, proprietor, principal, partsésckholder, corporate officer, director or othes)i nor having any ownership intereste
or participating in the financing, operation, masagnt or control of, any person, firm, corporatiwrbusiness in Competition (as defined
herein) with Company. Notwithstanding the foregoiRgployee may, without violating this Section %m as a passive investment, sh
of capital stock of a corporation or other entiigttengages in Competition where the number oshairsuch corporation’s capital stock
that are owned by Employee represent less thaa fieecent of the total number of shares of sudity&ntapital stock outstanding.

(b) NonSolicitation. Until the date twelve (12) months after the teration of Employee’s employment with the Companydioy
reason, Employee agrees and acknowledges that Fegxoright to receive the severance paymentostt iin Section 3(a) (to the extent
Employee is otherwise entitled to such paymenta)l sie conditioned upon Employee neither directly imdirectly soliciting, inducing,
recruiting or encouraging an employee to leaveohiser employment either for Employee or for artyeotentity or person with which or
whom Employee has a business relationship.

(c)_Understanding of CovenantSmployee represents that he (i) is familiar wviiite foregoing covenants not to compete and not to
solicit, and (ii) is fully aware of his obligatioereunder, including, without limitation, the reaableness of the length of time, scope and
geographic coverage of these covenants.

(d) Remedy for BreachUpon any breach of this section by Employeesallerance payments and benefits pursuant to thisefigent
shall immediately cease
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and any stock options or stock appreciation righes held by Employee shall immediately terminate lae without further force and
effect, and Employee shall return all of the coasation paid by the Company under this Sectiondramit any shares of Restricted Sti
or shares purchased under stock options to thatexsting accelerated under Section 3 above éptbfits from the sale of such share
they are or have been sold).

5. _Golden Parachute Excise Tax Best Resli the event that the severance and other benefitvided for in this agreement or
otherwise payable to Employee (a) constitute “pamge paymentsivithin the meaning of Section 280G of the IntefiRalvenue Code of 19¢
as amended (the “Code”) and (b) would be subjetiida@xcise tax imposed by Section 4999 of the Cibda such benefits shall be either be:

(i) deliveredin full, or

(i) delivered as to such lesser extent whiduld result in no portion of such severance besnéfting subject to excise tax under
Section 4999 of the Cod

whichever of the foregoing amounts, taking intocact the applicable federal, state and local incanmgtemployment taxes and the excist
imposed by Section 4999, results in the receidEimployee, on an after-tax basis, of the greatesuaiof benefits, notwithstanding that all
or some portion of such benefits may be taxableusaction 4999 of the Code. Unless the Companyren&mployee otherwise agree in
writing, the determination of Employee’s excise liability and the amount required to be paid unithés Section 5 shall be made in writing

by the Company’s independent auditors who are pifynased by the Company immediately prior to thea@ge of Control (the
“Accountants”). For purposes of making the caldola required by this Section 5, the Accountantg make reasonable assumptions and
approximations concerning applicable taxes and ragyon reasonable, good faith interpretations eomiag the application of Sections 28
and 4999 of the Code. The Company and the Emplsiyak furnish to the Accountants such informatiod documents as the Accountants
may reasonably request in order to make a detetimmander this Section. The Company shall beacadlts the Accountants may reasonably
incur in connection with any calculations contentgdiby this Section 5.

6. _Definition of TermsThe following terms referred to in this Agreemshall have the following meanings:

(a)_Cause“Cause” shall mean (i) an act of personal diskgntaken by the Employee in connection with higpmnsibilities as an
employee and intended to result in substantialgmeisenrichment of the Employee, (i) Employee geionvicted of, or pleading nolo
contenderéo a felony, (iii) a willful act by the Employee v constitutes gross misconduct and which is iojig to the Company,
(iv) following delivery to the Employee of a writtalemand for performance from the Company whicleriess the basis for the
Company’s reasonable belief that the Employee basubstantially performed his duties, continuaslations by the Employee of the
Employee’s obligations to the Company which are destrably willful and deliberate on the Employepést.
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(b)_ Change of Control‘Change of Control” means the occurrence of dnye following:

(i) Any “person” (as such term is d$e Sections 13(d) and 14(d) of the Securitiesiarnge Act of 1934, as amended) becomes the
“beneficial owner” (as defined in Rule 13d-3 undaid Act), directly or indirectly, of securities tife Company representing fifty percent
(50%) or more of the total voting power represertedhe Company’s then outstanding voting secs;itie

(i) Any action or event occurringthin a two-year period, as a result of which fetham a majority of the directors are Incumbent
Directors. “Incumbent Directors” shall mean dirastavho either (A) are directors of the Company fathe date hereof, or (B) are elected, or
nominated for election, to the Board with the affative votes of at least a majority of the Incunttiinectors at the time of such election or
nomination (but shall not include an individual vglecelection or nomination is in connection withaatual or threatened proxy contest
relating to the election of directors to the Compaor

(i)  The consummation of a mergerconsolidation of the Company with any other cogbion, other than a merger or consolidation
which would result in the voting securities of thempany outstanding immediately prior thereto aaritig to represent (either by remaining
outstanding or by being converted into voting siti@sr of the surviving entity) at least fifty perdg50%) of the total voting power
represented by the voting securities of the Compmarsuch surviving entity outstanding immediateftgasuch merger or consolidation; or

(iv)  The consummation of the saleskeor other disposition by the Company of allulrssantially all the Company’s assets.

(c)_Competition means the development, marketing or sale of n&tng equipment or network security software ordarats in the
United. For the avoidance of doubt, Competitiodudes, but is not limited to, Cisco Systems, Huawéatel, Checkpoint, and Foundry.

(d) Disability. “Disability” shall mean that the Employee hasmeaable to perform his or her Company duties asébult of his
incapacity due to physical or mental illness, amchsnability, at least twenty-six (26) weeks aftsrcommencement, is determined to be
total and permanent by a physician selected by tmapany or its insurers and acceptable to the Eypplor the Employee’s legal
representative (such Agreement as to acceptahiityo be unreasonably withheld). Termination résglfrom Disability may only be
effected after at least thirty (30) days’ writtestine by the Company of its intention to termintite Employee’s employment. In the event
that the Employee resumes the performance of qutiatg all of his or her duties hereunder befdre termination of his or her
employment becomes effective, the notice of interierminate shall automatically be deemed to Heeen revoked.

(e)_Good ReasarfGood Reason” means without the Employee’s expvastten consent (i) a material reduction of theffoyee’s
duties, title, authority or
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responsibilities, relative to the Employee’s duttithe, authority or responsibilities as in efféctmediately prior to such reduction;
provided,however, that a reduction in duties, title, authority esponsibilities solely by virtue of the Companyrgeacquired and made
part of a larger entity (as, for example, when@gef Financial Officer of the Company remains @tgef Financial Officer of the
subsidiary or business unit substantially contagjriee Company’s business following a Change of @dnshall not by itself constitute
grounds for a “Voluntary Termination for Good Re@i5dii) a substantial reduction of the facilitiasd perquisites (including office space
and location) available to the Employee immediafelgr to such reduction; (iii) a reduction by tBempany in the base compensation or
total target cash compensation of the Employee afféct immediately prior to such reduction; @jnaterial reduction by the Compan
the kind or level of benefits to which the Employess entitled immediately prior to such reductiathvthe result that such Employee’s
overall benefits package is significantly redud@dlithe relocation of the Employee to a facilityaolocation more than forty (40) miles
from such Employee's then present location.

7. Successors

(a)_ The Compang SuccessorsAny successor to the Company (whether direchdiréct and whether by purchase, merger,
consolidation, liquidation or otherwise) to allsubstantially all of the Company’s business andésets shall assume the obligations undel
this Agreement and agree expressly to perform ligations under this Agreement in the same maandrto the same extent as the
Company would be required to perform such obligetim the absence of a succession. For all purpostes this Agreement, the term
“Company” shall include any successor to the Comjsaousiness and/or assets which executes andcedelire assumption agreement
described in this Section 7(a) or which becomestiday the terms of this Agreement by operatioraof.|

(b) The Employés SuccessorsThe terms of this Agreement and all rights of Bmeployee hereunder shall inure to the benefiaodl
be enforceable by, the Employee’s personal or legaksentatives, executors, administrators, ssocgsheirs, distributees, devisees and
legatees.
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8. Notice

(a)_General All notices and other communications requiregp@mitted hereunder shall be in writing, shall Heaive when given, ar
shall in any event be deemed to be given uponpeoeiif earlier, (a) five (5) days after deposith the U.S. Postal Service or other
applicable postal service, if delivered by firsisd mail, postage prepaid, (b) upon delivery, lifvde=sd by hand, (c) one (1) business day
after the business day of deposit with Federal &gpor similar overnight courier, freight prepaida) one (1) business day after the
business day of facsimile transmission, if delidebg facsimile transmission with copy by first dasail, postage prepaid, and shall be
addressed (i) if to Employee, at his or her lastvkm residential address and (ii) if to the Compaatythe address of its principal corporate
offices (attention: Secretary), or in any such assuch other address as a party may designaan{g0) days’ advance written notice to
the other party pursuant to the provisions above.

(b) Notice of TerminationAny termination by the Company for Cause or by Bmployee for Good Reason or Disability or assalte
of a voluntary resignation shall be communicatedmptice of termination to the other party heigit@n in accordance with Section 8(a)
of this Agreement. Such notice shall indicate thecgic termination provision in this Agreementieel upon, shall set forth in reasonable
detail the facts and circumstances claimed to piewi basis for termination under the provisionnsiiciated, and shall specify the
termination date (which shall be not more thantyh(i80) days after the giving of such notice). Taikure by the Employee to include in 1
notice any fact or circumstance which contributea showing of Good Reason or Disability shallwatve any right of the Employee
hereunder or preclude the Employee from asserting fact or circumstance in enforcing his or hghts hereunder.

9. Miscellaneous Provisions

(a)_No Duty to Mitigate The Employee shall not be required to mitigateamount of any payment contemplated by this Agezgm
nor shall any such payment be reduced by any egsnirat the Employee may receive from any othercgou

(b) Waiver. No provision of this Agreement shall be modifiadiived or discharged unless the modification, waiw discharge is
agreed to in writing and signed by the Employeeandn authorized officer of the Company (othenttiee Employee). No waiver by
either party of any breach of, or of compliancehwiny condition or provision of this Agreementthg other party shall be considered a
waiver of any other condition or provision or oéteame condition or provision at another time.

(c) Headings All captions and section headings used in thissAment are for convenient reference only and ddomm a part of this
Agreement.

(d) Entire AgreementThis Agreement constitutes the entire agreemiihieoparties hereto and supersedes in their éntiteprior
representations, understandings,
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undertakings or agreements (whether oral or wrigthwhether expressed or implied) of the partigls respect to the subject matter
hereof.

(e)_Choice of Law The validity, interpretation, construction andfpemance of this Agreement shall be governed leyldlws of the
State of California. The Superior Court of Santar&ICounty and/or the United States District Céurthe Northern District of California
shall have exclusive jurisdiction and venue ovecahtroversies in connection with this Agreement.

(f) Severability. The invalidity or unenforceability of any prowsi or provisions of this Agreement shall not afféaet validity or
enforceability of any other provision hereof, whatall remain in full force and effect.

(9)_Withholding. All payments made pursuant to this Agreement mélsubject to withholding of applicable income angployment
taxes.

(h) CounterpartsThis Agreement may be executed in counterpaatsh ef which shall be deemed an original, but BWkbich together
will constitute one and the same instrument.
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IN WITNESS WHEREOF, each of the parties haeceted this Agreement, in the case of the Companitstaluly authorized officer, as of
the day and year set forth below.

COMPANY JUNIPER NETWORKS, INC.
By:
Title:

EMPLOYEE By:
Title:
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EXHIBIT 10.4

JUNIPER NETWORKS, INC.

SEVERANCE AGREEMENT
This Severance Agreement (the “Agreemdstfhade and entered into by and between (the “Employee™)
and Juniper Networks, Inc., a Delaware Corporafibe “Company”), effective as of , 2007 (the “Effective
Date”).
RECITALS

1. The Compensation Committee bekethat it is imperative to provide the Employethwiertain severance benefits upon certain
terminations of employment. These benefits willyide the Employee with enhanced financial secaitg incentive and encouragement to
remain with the Company.

2.  Certain capitalized terms usethinAgreement are defined in Section 6 below.

AGREEMENT
NOW, THEREFORE, in consideration of thetoal covenants contained herein, the parties biagtee as follows:

1. Term of AgreementThis Agreement shall terminate upon the latgii)afanuary 1, 2012 or (ii) if Employee is termiedt
involuntarily by Company without Cause prior to dary 1, 2012, the date that all of the obligatiohthe parties hereto with respect
to this Agreement have been satisfi

2. At-Will Employment. The Company and the Employee acknowledge thaEtmgloyee’s employment is and shall continue tatbe
will, as defined under applicable law, except ay wtaerwise be specifically provided by applicalale or under the terms of any
written formal employment agreement or offer letietween the Company and the Employee (an “Emplayigreement”). This
Agreement does not constitute an agreement to gniiptployee for any specific tim

3. Severance Benefi.

(&) Inthe event the Employgéerminated involuntarily by Company without Causedefined below, and provided the
Employee executes a full release of claims, inrmfsatisfactory to Company (“Release”), promptljdeing termination, the
Employee will be entitled to receive the followisgverance benefits in a lump sum (less any withihgltaxes): (i) an amount equal
to six months of base salary (as in effect immedijgbrior to the termination) and (ii) an amounuebto half of the Employee’s
annual target bonus (as in effect immediately goahe termination) for the fiscal year in




which the termination occurs. The severance paymoanhich Employee is entitled shall be paid by @@mmpany to Employee in
cash not later than 30 calendar days after thetaféedate of the Release. For purposes of thieément, “Cause” is defined as: (i)
willfully engaging in gross misconduct that is demtyably injurious to Company; (ii) willful act @rcts of dishonesty or malfeasance
undertaken by the individual; (iii) conviction off@ony; or (iv) willful and continued refusal oaifure to substantially perform duties
with Company (other than incapacity due to physicahental iliness); provided that the action onahact described in clause

(iv) above will constitute “Cause” only if such liaie continues after the Company’s CEO or BoarDioéctors has provided the
individual with a written demand for substantiatfpemance setting forth in detail the specific rests in which it believes the
individual has willfully and not substantially perfed the individual’s duties thereof and has h@erided a reasonable opportunity
(to be not less than 30 days) to cure the same.

(b) Change of Control Benefiis the event the Employee receives severancetiad benefits pursuant to a change in
control agreement that are greater than or equlktamounts payable hereunder, then the Empldyakn®t be entitled to receive
severance or any other benefits under this Agreemen

(c) Internal Revenue Code SectiodM0ONotwithstanding any other provision of this Agment, if the Employee is a
“specified employee” under Code Section 409A adélay in making any payment or providing any beangfder this Plan is
required to avoid imposition of additional taxeslanCode Section 409A, such payments shall notdmerantil after six (6) months
following the date of the Employee’s separatiomfreervice as required by Code Section 409A.

Successors

(a) The ComparsySuccessorsAny successor to the Company (whether direchdiréct and whether by purchase, merger,
consolidation, liquidation or otherwise) to allsabstantially all of the Company’s business andésets shall assume the obligations
under this Agreement and agree expressly to perfoenobligations under this Agreement in the saraamar and to the same extent
as the Company would be required to perform sudigations in the absence of a succession. Fonapgses under this Agreement,
the term “Company” shall include any successohtoG@ompany’s business and/or assets which exeantedelivers the assumption
agreement described in this Section 7(a) or whatomes bound by the terms of this Agreement byabioer of law. The term
“Company” shall also include any direct or indiréwat is majority owned by Juniper Networks, Inc.

(b) The EmployeeSuccessorsThe terms of this Agreement and all rights of Bmeployee hereunder shall inure to the
benefit of, and be enforceable by, the
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Employee’s personal or legal representatives, drexuadministrators, successors, heirs, distrésjtdevisees and legatees.
Notice.

(a) GeneralAll notices and other communications requiregr@mitted hereunder shall be in writing, shall Heaive
when given, and shall in any event be deemed give® upon receipt or, if earlier, (a) five (5) dagfter deposit with the U.S. Postal
Service or other applicable postal service, ifwiid by first class mail, postage prepaid, (b)ugelivery, if delivered by hand,
(c) one (1) business day after the business ddemdsit with Federal Express or similar overnighureer, freight prepaid or (d) one
(1) business day after the business day of faasitrahsmission, if delivered by facsimile transnoissvith copy by first class mail,
postage prepaid, and shall be addressed (i) iftpl&ee, at his or her last known residential aslsland (ii) if to the Company, at 1
address of its principal corporate offices (attemtiSecretary), or in any such case at such otloreas as a party may designate by
ten (10) days’ advance written notice to the offety pursuant to the provisions above.

Miscellaneous Provisior.

(a) No Duty to MitigateThe Employee shall not be required to mitigagealmount of any payment contemplated by this
Agreement, nor shall any such payment be reducedhipyearnings that the Employee may receive froynodimer source.

(b) Waiver No provision of this Agreement shall be modifiadived or discharged unless the modification, wair
discharge is agreed to in writing and signed byBhwmloyee and by an authorized officer of the Comyp@ther than the Employee).
No waiver by either party of any breach of, or ofmpliance with, any condition or provision of tiigreement by the other party
shall be considered a waiver of any other conditioprovision or of the same condition or provisaranother time.

(c) HeadingsAll captions and section headings used in thissAment are for convenient reference only and ddonm a
part of this Agreement.

(d) Entire Agreementhis Agreement constitutes the entire agreemfetfiteoparties hereto and supersedes in their éntire
all prior representations, understandings, undarggkor agreements (whether oral or written andthdreexpressed or implied) of t
parties with respect to the subject matter hereof.

(e) Choice of LawThe validity, interpretation, construction andfpemance of this Agreement shall be governed ly th
laws of the State of California. The Superior Cafrfanta Clara County and/or the United StatesribisCourt for the Northern
District of California shall have exclusive juriston and venue over all controversies in conneatith this Agreement.

-3-




(f)_Severability The invalidity or unenforceability of any prowsi or provisions of this Agreement shall not affiagt
validity or enforceability of any other provisiomteof, which shall remain in full force and effect.

(g) Withholding All payments made pursuant to this Agreement élsubject to withholding of applicable income and
employment taxes.

(h) Counterpartshis Agreement may be executed in counterpaaish ef which shall be deemed an original, but il o
which together will constitute one and the samé&umsent.

IN WITNESS WHEREOF, each of the partias bxecuted this Agreement, in the case of the @oynpy its duly authorized officer,
of the day and year set forth below.

COMPANY JUNIPER NETWORKS, INC
By:
Title:

EMPLOYEE By:
Title:







EXHIBIT 31.1

CERTIFICATION

I, Scott Kriens, certify that:

1. | have reviewed this quarterly report on FormQ0f Juniper Networks, Inc.;

2.

Based on my knowledge, this report does not coraynuntrue statement of a material fact or ométate a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigamisg with respect to the period
covered by this repor

. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material

respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

. The registrant’s other certifying officer(s) andrke responsible for establishing and maintainisgldsure controls and procedures (as

defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirag @efined in Exchange Act Rules
13¢-15(f) and 15-15(f)) for the registrant and hav

(@) Designed such disclosure controls and phaes, or caused such disclosure controls and guoese to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

(b) Designed such internal control over finahecgporting, or caused such internal control diemcial reporting to be designed under
our supervision, to provide reasonable assuramzgdang the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the regitsadisclosure controls and procedures and preséntbds report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change inrdgistrant’s internal control over financial repogt that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatiimernal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(@spersons performing the equivalent
functions):

(@) All significant deficiencies and materiaéaknesses in the design or operation of internarabover financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

(b) Any fraud, whether or not material, thatdtves management or other employees who havendisant role in the registrant’s
internal control over financial reportin

Date: May 8, 200
/sl Scott Kriens

Scott Kriens
Chairman and Chief Executive Offic






EXHIBIT 31.2

CERTIFICATION
I, Robert R.B. Dykes, certify that:

1. | have reviewed this quarterly report on FormQ0f Juniper Networks, Inc.;

2. Based on my knowledge, this report does not comjnuntrue statement of a material fact or om#itéde a material fact necessary to
make the statements made, in light of the circuntets. under which such statements were made, nigamisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statements$ adimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

4. The registrant’s other certifying officer(s) andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirag @efined in Exchange Act Rules
13e-15(f) and 15-15(f)) for the registrant and havx

(@) Designed such disclosure controls and pharas, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to us
by others within those entities, particularly dgrite period in which this report is being prepa

(b) Designed such internal control over finahogporting, or caused such internal control diemcial reporting to be designed under
our supervision, to provide reasonable assuram@ding the reliability of financial reporting attte preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the regitsadisclosure controls and procedures and preséntbds report our conclusions about
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change inrdgistrant’s internal control over financial repogt that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo&) tfas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directf@spersons performing the equivalent
functions):

(&) All significant deficiencies and materiagéaknesses in the design or operation of internarabover financial reporting which are
reasonably likely to adversely affect the regid’s ability to record, process, summarize and refptahcial information; an

(b) Any fraud, whether or not material, thatdtves management or other employees who havendisant role in the registrant’s
internal control over financial reportin

Date: May 8, 200

/s/ Robert R.B. Dyke

Robert R.B. Dyke:

Executive Vice President, Business Operations dridf
Financial Officet







Exhibit 32.1

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

I, Scott Kriens, certify, pursuant to 18 U.S.C. 88t 1350, as adopted pursuant to Section 906e0Sdrbanes-Oxley Act of 2002, that the
Quarterly Report of Juniper Networks, Inc. on FAoaQ for the three months ended March 31, 200y fidimplies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained in suataerly Report on Form 10-Q fairly
presents in all material respects the financiabdtwn and results of operations of Juniper Netwoitkc.

/sl Scott Kriens

Scott Kriens

Chairman and Chief Executive Officer
May 8, 2007







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, Robert R.B. Dykes, certify, pursuant to 18 U.SS@ction 1350, as adopted pursuant to SectioroBe Sarbanes-Oxley Act of 2002, that
the Quarterly Report of Juniper Networks, Inc. @i 10-Q for the three months ended March 31, 200y complies with the requirements
of Section 13(a) or 15(d) of the Securities ExcleaAgt of 1934 and that information contained intsQuarterly Report on Form 10-Q fairly
presents in all material respects the financiabdtwn and results of operations of Juniper Netwoitkc.

/s/ Robert R.B. Dyke

Robert R.B. Dyke:
Executive Vice President, Business Operations dridf@&inancial Office
May 8, 2007




