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PART |

FORWARD-LOOKING INFORMATION
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, including the s@ts$ entitled “Business,” “Risk Factors,” “Use ofdeéeeds,” and “Managemest’
Discussion and Analysis of Financial Condition &ekults of Operations,” contains forwdabking statements within the meaning of Sec
27A of the Securities Act of 1933, as amended,edi& 21E of the Securities Exchange Act of 13lamended, which statements inv
substantial risks and uncertainties. The wordsiébel” “may,” “will,” “potentially,” “estimate,” “continue,” “anticipate,” “intend,” “could,”
“would,” “project,” “plan,” “predict,” “expect” and similar expressions that convey uncertaintyutire events or outcomes are intende
identify forward-looking statements.

” o, " ou " ow " o

” o ” o

These forward-looking statements include, but atdimited to, statements concerning the following:

* our ability to maintain an adequate rate of rexeegrowth and our future financial performanceluding our expectations regarding
our cost of revenue, gross profit or gross margih @perating expenses;

» our belief that the cloud networking market isl stilthe early stages of adoption and has a sicanifi potential opportunity for grow

* our business plan and our ability to effectivelgnage our growth, including the reporting requigats and compliance obligations of
a public company;

» costs associated with defending intellectual prigpiefringement and other claims and the potertigbomes of such disputes, suct
those claims discussed in “Legal Proceedings;”

» our ability to satisfy the requirements for aiometworking solutions and to successfully antipgachnological shifts and market
needs, innovate new products and bring them to ehamka timely manner;

» the budgeting cycles and purchasing practicesndfcustomers, including large end customers wénp neceive lower pricing terms
due to volume discounts;

» the deferral or cancellation of orders by end austies, warranty returns or delays in acceptancaiopmducts
e our ability to attract and retain end custornr

e our ability to further penetrate our existingstamer base and sell more complex and higher-peéioce configurations of our
products;

e our ability to displace existing products in esistidd market
» our belief that increasing channel leverage witeed and improve our engagement with a broad satsibmer:

* our ability to expand our leadership positiorthie network switch industry, including the areémobility, virtualization, cloud
computing and cloud networks;

* our ability to timely and effectively scale and ptlaur existing technolog

» the benefits realized by our customers in theirafsgur products and services including lower totzdt of ownershi
* our ability to expand our business domesticaliginternationally

» the effects of increased competition in our madget our ability to compete effective

» the effects of seasonal and cyclical trends orre@sults of operation

e our expectations concerning relationships withctipiarties

» the attraction and retention of qualified employard key personni

e our ability to maintain, protect and enhance oanlrand intellectual proper

e economic and industry tren:

* estimates and estimate methodologies used in pngpaur financial statements and determining opérercise price
» future trading prices of our common stc

» our belief that we have adequately reserved foedam tax position

» our belief that our existing cash and cash eglaivs together with cash flow from operations wélsufficient to meet our working
capital requirements and our growth strategieshierforeseeable future; and

» future acquisitions of or investments in compleragntompanies, products, services or technolc
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These forwardeoking statements are subject to a number of risksertainties and assumptions, including thoserileed in th
section titled “Risk Factors” and elsewhere in tAisnual Report on Form 1K: Moreover, we operate in a very competitive angidly
changing environment, and new risks emerge frore tiontime. It is not possible for our managementredict all risks, nor can we assess
impact of all factors on our business or the extenwhich any factor, or combination of factors,ym@ause actual results to differ materi
from those contained in any forward-looking statetaewe may make. In light of these risks, uncetiiagnand assumptions, the forward
looking events and circumstances discussed inAhigial Report on Form 1R-may not occur and actual results could differ enatly anc
adversely from those anticipated or implied in foeward-looking statements. You should not rely mporwardiooking statements
predictions of future events.

The forward-looking statements made in this AnrRR@port on Form 16 relate only to events as of the date on whichstiagemen
are made. We undertake no obligation to updatef@myard-looking statements made in this Annual Repa Form 10K to reflect events «
circumstances after the date of this Annual Reporform 10K or to reflect new information or the occurrendainanticipated events, exc
as required by law. We may not actually achieve glans, intentions or expectations disclosed in fomvardiooking statements and y
should not place undue reliance on our forwarddlmglstatements. Our forwatdeking statements do not reflect the potentialactpof an’
future acquisitions, mergers, dispositions, joiahtures or investments we may make.

Item 1. Business

We are a leading supplier of cloud networking sohg that use software innovations to address #exls of largescale Interne
companies, cloud service providers and rgetieration data centers for enterprises, basedaskemshare. Our cloud networking soluti
consist of our Extensible Operating System, or E@Set of network applications and our 10/40/109aBit Ethernet switches. Our clc
networking solutions deliver industigading performance, scalability, availability, prammability, automation and visibility. Since wedat
shipping our products, we have grown rapidly, axtording to Crehan Research, we have achievedeitend largest market share in
center 10/40/100 Gigabit Ethernet switch ports)ukiog blade switching, sold in 2014.

At the core of our cloud networking platform is EQ&hich was purposbuilt to be fully programmable and highly moduldie
programmability of EOS has allowed us to createtao$ software applications that address the requiénts of cloud networking, includi
workflow automation, network visibility and analgs, and has also allowed us to rapidly integrath wiwide range of thirgarty application
for virtualization, management, automation, orctagin and network services.

EOS supports leading cloud and virtualization sohs, including VMware NSX, Microsoft System Cent®penStack and other clc
management frameworks. We have worked with industders to define new open protocols for the alited data center. We @thore:
the VXLAN protocol specification with VMware and veethe first to demonstrate VXLAN integration. Wisa coauthored the NVGR
protocol specification with Microsoft and suppartagration with Microsoft's System Center.

We use standard Linux as our underlying operatysesn, providing customers with access to all Lilyperating system facilitie
This allows customers to extend our EOS softwarth wif-theshelf Linux applications and a growing number o€lsource managem
tools.

EOS has a highly modular architecture, which allowdgo prevent network outages in deployments ofctaud networking solution
This architecture also allows us to rapidly devetmw features and protocols without compromising dluality of the existing code ba
Because all of our switching products are powerethb same binary image of EOS, we are able tovelethese new innovations to our er
installed base with minimal disruption.

In 2014, we introduced EOS+, a software platform fietwork programmability and automation, provides advanced level
programmability, allowing customers to take advgataf prebuilt and custom EOS applications as well as irgtgn with a wide rang
of technology partner solutions.

During the second half of fiscal 2014, the 25 Gigd&tithernet Consortium was formed by leading clawedworking technolog
providers for the purpose of supporting an industandard and interoperable Ethernet specificatioasincrease the performance and re
the interconnect cost per Gbps between the sereawdik Interface Controller (NIC) and Top-Bfack (ToR) switch. This new specificat
will enable the cost-efficient scaling of networangwidth to 25 or 50 Ghps delivered to server dachge endpoints in negteneration clou
infrastructure, where workloads are expected tpaasg the capacity of 10 or 40 Gbps Ethernet lidayed today. The new specificatiol
being made available royalty-free by the Consortmembers to any data center ecosystem vendor suowT who joins the Consortium.

We sell our products through both our direct sdtgse and our channel partners. Since shippingfiostr products in 2008, o
cumulative end-customer base has grown rapidlyw8etn December 31, 2010 and December 31, 2014 uownlative endzustomer base gre
from approximately 570 to approximately 3,000. @ad customers span a range of industries and iedarde Internet companies, ser
providers, financial services organizations, gowgnt agencies, media and entertainment companéestaers. Our customers include si;
the largest cloud services providers based on dnevenue.

We have experienced rapid revenue growth overdbkedeveral years, increasing our revenue at a @amapannual growth rate
68.9% from 2010 to 2014. For 2010, 2011, 2012, 20182014, our revenue was $71.7 million, $13918anj $193.4 million ,
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$361.2 million and $584.1 million , respectivelyu®014 revenue grew 61.78hen compared to 2013. For 2010, 2011, 2012, 2632814
our net income was $2.4 million, $34.0 million, $million , $42.5 million and $86.9 million , resgtively.

We were incorporated in the State of Californiadaastra, Inc. in October 2004. We reincorporatedhim State of Nevada in Mal
2008, and we changed our name to Arista Networls, ih October 2008. We reincorporated in the StdtBelaware in March 2014. C
principal executive offices are located at 5453dbAemerica Parkway, Santa Clara, California 95@dr main telephone number is (408) 547
5500. Our website address is www.arista.com. In&tiom contained on, or that can be accessed thraughwebsite is not incorporated
reference into this report, and you should not m@rdnformation on our website to be part of ttd@port.

Industry Background

Cloud computing is fundamentally changing the whyrifrastructure is built and how applications dedivered. In cloud computin
applications are distributed across thousands wese These servers are connected with Bjgged network switches that, together, fo
pool of resources that allows applications to heidig deployed and cost-effectively updated. Claainputing enables ubiquitous and on
demand network access to these applications froennet-connected devices including personal computablets and smartphones.

Nearly all consumer applications today are delideae cloud services. Enterprise applications gellisamoving to the cloud as we
since cloud services are easier and more costtigffeiv deploy, scale and operate than traditi@pgdlications. Internet leaders like Amaz
eBay, Facebook, Google, Microsoft and Yahoo! pioegehe development of largeale cloud data centers in order to meet the g
demands of their users, including business custntenterprises and service providers around thddwane adopting cloud computi
technologies in order to achieve similar perforneimsprovements and cost reductions.

The aggregate network bandwidth in the cloud canriders of magnitude higher than typical legacyadanter networks. Therefc
the networks in such cloud environments must bei@ated and built in a new way. We refer to thesrt-generation data center network:
cloud networks. Cloud networks must deliver higpamity, high availability and predictable performarand must be programmable to a
integration with third-party applications for nettkpmanagement, automation, orchestration and n&tservices.

Limitations of Traditional Data Center Networks

In our view, cloud networks and legacy networks faredamentally different. In a traditional data ten specific applications ¢
installed on a small number of servers, and mostar& traffic is server-to-client, or “north-southfaffic, which results in perhaps a f
terabits/second of aggregate network bandwidtithéncloud, most network traffic is server-to-servar “east-west'traffic. The aggrega
network bandwidth in the cloud can exceed 1 pgtduibnd, orders of magnitude higher than thatmita} legacy data center networks.

The much larger scale of cloud networks requireshmhigher network availability since network outage the cloud are ve
expensive in terms of customer impact. Traditiametiwork switches have evolved, and the featurescapdbilities of their operating syst
have expanded over many years without addressmgtthctural deficiencies of their underlying saftes architectures, making it difficult
achieve high network switch reliability.

Some networking vendors have built products that piprietary protocols to address the scaling sie#dnextgeneration da
centers. However, proprietary protocols are gelenalt acceptable to Internet companies or cloudise providers because they create ve
lock-in.

Legacy networks are not programmable and, as dtrese extremely difficult to integrate with thiyghrty applications for netwa
management, automation, orchestration and netwarsiices. This lack of integration forces custontersontinue to rely on time consumi
error-prone manual processes that may be costhptiobi

Requirements for Cloud Networking

Cloud networks differ in many aspects from legaeyworks, including capacity, performance, scalailability, programmability
automation, visibility and cost performance. Thguieements for cloud networking include the followi

e Capacity, Performance and Scalabilit€loud networks must have sufficient capacity t@iobnnect large numbers of servers, L
hundreds of thousands, with predictable networldiadith.

» High Availability. Cloud networks must overcome hardware and softfaldgres for customers in order to avoid networkages th:
can result in lost revenue, dissatisfied custoraatsincreased operational cost.

* Open and ProgrammableCloud networks must be based on open protocolsbangrogrammable to enable integration with lea
network applications and management and data dasabs.

*  Workflow Automation. Cloud networks must offer automated provisioningl @oenfiguration to enable fast service delivery &o
minimize operational costs, avoiding time-consumamgl errorprone manual processes for configuring, provisignimonitoring an
managing the network.

* Network Visibility. Cloud networks must provide IT administrators wigal-time indepth visibility of network status to proactiv
monitor, detect and notify when issues arise.
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* Cost PerformanceCloud networks must deliver high performance wihdeering overall cost of ownership, including capianc
operational costs.

Our Cloud Networking Solutions

We are a leading supplier of cloud networking dohg that use software innovations to address #esis of largescale Interne
companies, cloud service providers and next-geioaranterprise data centers. Our cloud networkiagfgrm was purposeuilt to address tt
functional and performance requirements for cloetivorks. We deliver our solutions via our indudegding 10/40/100 Gigabit Ether
switches optimized for next-generation data cenédworks.

Our cloud networking solutions consist of EOS, Butensible Operating System, a set of networkingliegtions and our 10/40/1
Gigabit Ethernet switches. At the core of our clowedworking platform is EOS. EOS was architectedbaofully programmable and higi
modular.

As illustrated below, the programmability of EOSslalowed us to create a set of software applinatend application programm
interfaces, or APIs, that address the requiremeinttoud networking, including workflow automatiometwork visibility and analytics, and t
further allowed us to integrate rapidly with a widege of thirdparty applications for virtualization, managemeanitomation, orchestrati

and network services.
networks (@

pa loHE-‘WQnKE

Hypervisor/Virtualization f§ Management, Automation, Orchestration Network Services

B Microsoft @ corvil ¥ ﬁl\puppheb}
Qredhat CHEF ANSIBLE
vmware splunk> “-@extratop

openstack

EOS Application Programming Interfaces (APIs)
JSON, XMPP, CLI, Python, CloudVision

EOS Extensible Operating System

Scalability | Awvailability | Programmability | Automation | Visibility

The key benefits of our cloud networking soluti@ms as follows:
Capacity, Performance and Scalability

Our cloud networking platform enables data centtworks to scale to hundreds of thousands of phlyservers and millions
virtual machines with the least number of switchiiggs. We achieve this by leveraging standardqmais to meet the scale requirement
cloud computing. We have used actaeive Layer 2 and Layer 3 network topologies talda customers to build extremely large and reg
networks.

High Availability

Our highly modular EOS software architecture wasigteed to be fault-isolating and sélaling in order to deliver higher stabi
compared to legacy network operating systems. ttitiad, our customers can nalisruptively upgrade our switches running in théwoek
using our Smart System Upgrade, or SSU, application

Open and Programmable

Our EOS software was purpobailt to offer programmable interfaces throughollitie@vels of our software. This has allowed u
integrate our cloud networking platform with a widenge of leading thirgrarty applications. For example, we support VMwaI8X,
OpenStack and Microsoft System Center for orchéstrand fast provisioning, enabling true worklaadbility and automatic provisioning
physical switches. We enable customers, throughicapion programming interfaces, to write their oseripts to customize and optimize tl
networks. In addition, we support a wide rangeadfveare-defined network controllers via our Openiland DirectFlow interfaces.

Workflow Automation

Our EOS software enables enterprises to provisetwarking resources in minutes with no manual waation through our Ze
Touch Provisioning. We also natively support AnsjbCFEngine, Chef, Puppet, virtual network orctetn applications and thirdarty
management tools. Finally, EOS embraces the Dev@pdel, which is a software development method tmahbines development &
operations, to provision and monitor servers, ster@nd network resources in a unified fashion.
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Network Visibility

Our EOS software provides a set of tools and apiptins that proactively monitor, detect and notigtwork managers when netw
issues arise, delivering real-time data to thgedty management applications including Corvil, rekiop, Riverbed and Splunk to prov
detailed application visibility. Our telemetry amaltions include VM Tracer, which provides visibilidown to the virtual machine level, P
Tracer, which detects errors in provisioned netwpsths, MapReduce Tracer, which monitors and opémithe performance of Hadt
workloads, and Health Tracer, which monitors intinacture resiliency. Our network visibility appligans provide reatime insight into th
status of the network. They include LANZ, which ritors latency, and DANZ, which provides advancedfit monitoring with flow analys
and timestamps, plus the ability to perform tapraggtion for reporting and analysis.

Lower Total Cost of Ownership

Our cloud networking platform offers architectueadd system advantages that provide our customéhsomsteffective and highl
available cloud networking solutions. Our prograrbtea scalable leaf-spine architectures, combineth widustryleading application
significantly reduce networking costs when comparmebbgacy network designs, enabling faster timsetwice and improved availability. C
automation tools reduce the operational costs o¥ipioning, managing and monitoring a data cengdwork and speed up service deliv
Our visibility tools provide high levels of visility into complex network environments without theed for additional data collecti
equipment. As a result, fewer network engineersiaesled to operate large networks.

Our Market Opportunity
We compete primarily in the data center switchirayket for 10 Gigabit Ethernet and above, excludilzgle switches.

We believe that cloud computing represents a furedtaah shift from traditional legacy data centerd #imat cloud networking is t
fastest growing segment within the data centerchivig market. As organizations of all sizes arepéidg cloud architectures, spending
cloud and nexgeneration data centers has increased rapidlytbediast several years, while traditional legacyspending has been grow
more slowly.

Our Customers

As of December 31, 2014we had delivered our cloud networking solutiomspproximately 3,000 end customers worldwide iar
70 countries. Our end customers span a range afsinds and include large Internet companies, seryroviders, financial servic
organizations, government agencies, media andtaimerent companies and others. Our customers iachix of the largest cloud serv
providers based on annual revenue, including eBagebook, Microsoft and Yahoo!, financial serviagganizations such as Barcle
Citigroup, and Morgan Stanley, and a number of meald service providers, including AOL, ComcastuiBtx, ESPN, Netflix, an
Rackspace. For each of the years ended Decemb@034, 2013 and 2012, Microsoft purchases, throughchannel partner World Wi
Technology, Inc., accounted for more than 10% oftotal revenue.

Our Competitive Strengths

We believe the following strengths will allow us tmaintain and extend our technology leadershiptioosin cloud networking ar
next-generation data center Ethernet switching:

e PurposeBuilt Cloud Networking Platform.We have developed a highly scalable cloud netwgrlptatform that uses software
address the needs of largeale Internet companies, cloud service providarancial services organizations, government agenan
media and entertainment companies, including Migaton, big data and lowatency applications. As a result, our cloud nekirg
platform does not have the inherent limitationsegfacy network architectures.

» Broad and Differentiated Switch PortfolicUsing multiple silicon architectures, we deliveritelves with industryleading capacity, lo
latency, port density and power efficiency and hareovated in areas such as deep packet bufferse@sed optics and reversi
cooling. Our broad switching portfolio has alloweslto offer customers products that best match #ipeicific requirements.

» Single Binary Image SoftwareThe single binary image of EOS software allows aisngintain feature consistency across our ¢
product portfolio and enables us to introduce neftmsre innovations into the market that becomelabke to our entire installed be
without a “forklift upgrade” (i.e., a broad upgradgthe data center infrastructure).

* Rapid Development of New Features and ApplicatiolOur highly modular EOS software has allowed usapidly deliver ne
features and applications while preserving thecsnal integrity and quality of our network opergfisystem. We believe our ability
deliver new features and capabilities more quidklgin possible with legacy switch operating systgmmides us with a strateq
advantage given that the requirements in cloudnemxttgeneration data center networking continuevtdve rapidly.

» Deep Understanding of Customer RequiremerWe have developed close working relationships widmy of our largest custom
that provide us with insights about their needs fadre requirements. This has allowed us devetapdeliver products to market t
meet customer demands and expectations as wellrapitlly grow sales to existing customers.

» Strong Management and Engineering Team with Sigweéint Data Center Networking ExpertiscOur management and enginee
team consists of networking veterans with extenslata center networking expertise. Our Presidedt @hief Executive Office
Jayshree Ullal, previously served as SVP and genesmaager of Ciscg’ Data Center Business. Andy Bechtolsheim, our deumn:
Chief Development Officer, was previously a founded chief system architect at Sun
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Microsystems and from 1996 to 2003 served as VPfhe Gigabit Systems Business Unit at Cisco. K#imrDuda, our founde
Chief Technology Officer and SVP Software Enginegyiled the software development effort of the Big&ystems Business Unit
Cisco from 1996 to 2000.

Significant Technology LeadWe believe that our networking technology represarfundamental advance in networking software
EOS software is the result of more than 1,000 mearg/of research and development investment otegr-gear period.

Our Growth Strategy

We intend to grow our revenue and market sharéomdcand nexgeneration data center Ethernet switching. Key etemof our growt

strategy include:

Continue to Innovate and Extend our Technology Leadhip. We plan to increase our investment in researchdawelopment 1
expand and enhance the features and capabilitiesirotloud networking solutions, including our EG&ftware and our switchil
products. We believe that continued software amdvisare innovation is critical to addressing the ptew and changing requirement:
cloud networks and that our approach will enabléousontinue to innovate rapidly and bring new wffgs to market.

Expand our Sales Organization and our Channel Paeirs. We intend to continue to invest in our sales orgation around the glo
as we pursue relationships with new large enterpssrvice provider and government customers tfeateploying data centers. '
believe our channel partner network serves a atitigle in growing our sales, and we intend to tur@ to expand our channel pari
network and enhance our sales efficiency throudéssand support training. We designed our Aristariea Program, targeted
resellers and systems integrators, to engage panvie provide valuadded services and extend our reach into the npdaket As c
December 31, 2014, we had over 800 channel panvendwide.

Increase Penetration with our Existing Customer BasOur customers often deploy our products initialty & specific applicatio
which may account for only a portion of their netking needs. As we successfully demonstrate theftisrof our solutions, we sei
significant opportunity to sell additional produetsd services to our existing customers to migadtéitional workloads and applicatic
onto our cloud networking platform. For examples thformation technology department of a globahficial services institution, whi
is associated with one of our underwriters, inigigdurchased our products for a trading applicatiben for an IP storage applicat
and is now using our products in the core of itsd&nter.

Expand Strategic RelationshipsWe have developed strategic relationships with enber of technology ecosystem participi
including A10 Networks, Ansible, Aruba Networks,0Qtera, F5 Networks, Microsoft, Nuage, Palo Altawarks, Puppet Labs, Pt
Storage, RedHat, Riverbed, Splunk, VMTurbo, VMwarel Zscaler, to allow integration of our cloud netking solutions with the
offerings and enable an integrated experiencedorcostomers. This is a key differentiating poihbar solutions as it allows custom
to improve performance by integrating with leadsautions. We intend to continue building upon theslationships to provide ¢
customers with the ability to more easily integrate networking products with their existing andmpted IT infrastructures.

Our Products and Technology

We offer one of the broadest product lines of daater 10/40/100 Gigabit Ethernet switches in tidustry, comprising our 70

Series and 7150 Series top-of-rack switches, oXX72300 X Series SPLINE switches and our 7280 &b@07E Series spine switches.

We deliver switches with industigading capacity, low latency, port density and ppefficiency. We have also innovated in a

such as deep packet buffers, embedded optics satsitele cooling. Our products have been recognizigiila number of awards, including
Best of Interop Grand Prize that was given to adustryleading spine switch, the Arista 7500 Series, ih®8nd again, to the Arista 75(C
Series, in 2013. An overview of our switching polith is shown in the figure below.
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Arista Product Overview
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Ultra Low Latency

We use multiple silicon architectures across oodpcts, which allows us to build a broader rangsvafching products optimized 1
different functions in the network than competittirat utilize fewer silicon architectures. While wse multiple silicon architectures, all of
switches are powered with the same binary EOS imabe&h significantly simplifies deployment and anss the same rich feature set
consistent operation across all our products.

Our Extensible Operating System

The core of our cloud networking platform is outéhsible Operating System, or EOS, which runs profcstandard Linux and offe
programmability at all layers of the stack. Allair 10/40/100 Gigabit Ethernet switches run our EOfBvare.

EOS is based on a new and innovative architechaedeanly separates protocol processing fromesystate. Our EOS software
highly modular and consists of more than 100 se¢pgveocesses that we call agents, each one harspgjfic protocol processing, dev
driver or system management functions. Each agerstin user space as a separate Linux process aothpletely protected and isolated f
all other agents. Communication between agents ootyrs through a central memory database called SysDB, which provides aral
repository for all system state. Any update posiedn agent to SysDB is automatically forwarded to
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all other processes that need to be notified ofi sucupdate to perform the appropriate proces3ing.exchange of state through a central
repository is far more reliable than the converdi@approach of direct inter-process communicatietwieen a large number of processes.

As illustrated below, all agents are isolated freath other and interact directly through SysDBrebg ensuring fault containme
and availability.
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EOS Attributes

The modular and programmable architecture of ECfbles us to offer a set of attributes, capabilitied features that are essentia
cloud networking and next-generation data centers.

High Availability

EOS is selfhealing in the sense that individual processesbeanestarted without impacting application traffihie same attribu
allows inservice software upgrades of individual EOS proegs3he capability to recover from software faatel upgrade processes i
running system is not available in legacy netwgokrating systems.

Programmable at All Layers

EOS is programmable at all layers from the Linurnkéto switch configuration, provisioning, autotoatand detailed monitoring
the network. We support the following applicatiamgramming interfaces, or APIs:

» JSON (JavaScript Object Notation) application pangming interfaces to our EOS software enable ustooers and third parties
integrate our cloud networking solutions with exigtorchestration and automation systems;

e OpenFlow and DirectFlow interfaces enable programgnuf the forwarding state of the system for ta#ingineering in conjunctis
with external controllers; and

« vCenter APIs enable integration with VMware ESX aidware NSX

In addition, we support full access to Linux angmart standard Linux tools such as Ping, TCPdungmngBa and Nagios, as well
customized Shell, Python and Perl scripts and ea&iv+ programs.

Complete Network Visibility

Through EOS, we have developed a wide range ofiGgpjuins available to our customers for purchasedditional licenses th
enable enhanced network monitoring and visibilitthaut requiring additional external monitoring @mes, including the following:

e Latency Analyzer, or LAN:an application that allows network operators to agancongestion actively in retidre and trigger pack
data capture based on queue depth analysis, eggibactive congestion management;

« Data Analyzer, or DANZan application that integrates an advanced suiteapfand SPAN Switch Port aggregation managemeh
our switches;

e VMTracer,an application that enables auto-provisioning efletwork segmentation model on a p@&f-basis and provides compli
visibility of the locations of virtual machines argiven physical network port;
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* PathTraceran application that detects issues with all patteciiveactive Layer 2 or Layer 3 networ
* MapReduce Tracean application that provides faster rebalancingracdvery in case of node failures in Hadoop neltaioanc
» Health Traceran application that monitors the health of the meknswitch

Network Automation

EOS supports Puppet, Chef and Ansible, which esadiéomatic network configuration in the same mamiseservers and storage
addition, EOS provides two tools that greatly redlnetwork operational costs:

e Zero Touch Provisioning a tool that automates the provisioning of netwifkastructure and speeds time to production few
services while eliminating the risk of human eremgd

e Zero Touch Replacement tool that provides automated provisioning gflaeement switches, significantly reducing mearetio-
replacement of a failed switch.

Leaf-Spine Network Designs

Our customers typically deploy leaf-spine netwargalogies consisting of leaf switches or topratk switches, located in the sel
rack connected with uplinks to multiple load-shgrapine switches that provide the backbone. Odrdpie network designs scale up to n
than 300,000 physical servers and millions of altmachines using Equal Cost Multiple Pathing, @MP, to load balance Layer 3 netw
traffic across multiple spine switches. With Multhassis Link Aggregation, or MLAG, we can build aativeactive Layer 2 network that c
connect more than 25,000 physical servers. Exangblesr leaf-spine MLAG and ECMP architectures ifltestrated below.
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Our leafspine network designs have been widely deployedbande predictable network bandwidth and lateckey advantage
predictable network performance is that it elimésathe need to optimize the network for specifigliaptions, which means a single netw
design works equally well for all applications.

Customer Support and Services

We have designed our customer support offeringsréeide our customers with high levels of supp@tir global team of suppt
engineers engages directly with client IT teamsiarabailable at all times over e-mail, by phon¢hvough our website.

We offer multiple service options that allow ourstamers to select the product replacement sereigel that best meets their net
We stock spare parts in over 95 locations aroumdwibrid through our thirgharty logistics suppliers. All of our service opt®includs
unlimited access to bug-fixes, new feature-releas@ie case management and our community forums.

Sales and Marketing

We market and sell our products through our disadés force and in partnership with our channeineas, including distributor
value-added resellers, systems integrators and OEM partiMe also sell in conjunction with various teclogy partners. To facilitate chan
coordination and increase productivity, we havei@é a partner program, the Arista Partner Progtarangage partners who provide value
added services and extend our reach into the npdalket Authorized training partners perform techhtcaining of our channel partners i
end customers. Our partners commonly receive aprdidm an end customer prior to placing an ordéh ws, and we confirm tl
identification of the end customer prior to accegtsuch orders. Our partners generally do not stoantory received from us.

Our sales organization is supported by systemsiergs with deep technical expertise and respoitgifol presales technical supp
and solutions engineering for our end customerstesys integrators, original equipment manufactu@r©EMs, and channel partners. A |
of shared channel sales and marketing represesgadigo supports these teams. Each sales teaspisstble for a
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geographical territory, has responsibility for anmber of major direct endustomer accounts or has assigned accounts incifispeertical
market. We have field sales teams operating ind+hiries. During 2014 and 2013, 79.7% and 82.9%unfrevenue was generated from
Americas, substantially all from the U.S., 12.8%l 41.2% from Europe, the Middle East and Africa @6 and 5.9% from the AsRacific
region, respectively.

Our marketing activities consist primarily of tedhogy conferences, web marketing, trade shows, ymodemonstrations, semin
and events, public relations, analyst relationsnated generation and direct marketing to build aand, increase endistomer awarene
communicate our product advantages and generaliéepideads for our field sales force and chanpesitners.

Research and Development

We believe our future success depends on ouryatililevelop new products and features that addhesseeds of our end custom
Our inhouse engineering personnel are responsible fatelielopment, quality, documentation, support ahelise of our products. We plau
continue to invest significantly in resources tadoct our research and development efforts.

Manufacturing

We subcontract the manufacturing of all of our pretd to various contract manufacturers. Our prinragnufacturing partners «
Jabil Circuit and Foxconn. We also work with Flextics International Ltd. to provide logistics aridal configuration services in No
America. This approach allows us to reduce oursgastinufacturing overhead and inventory positioth @fows us to adjust more quickly
changing end-customer demand. We require all ofnoamufacturing locations to be ISEDO1 certified. Our EOS software is installed om
products at one of three direct fulfillment facég.

Our contract manufacturing partners procure theoritgjof the components needed to build our proslaectd assemble our prodt
according to our design specifications. This allavesto leverage the purchasing power of our cohtm@nufacturing partners. We ret
complete control over the bill of material, tesbgedures and quality assurance programs. Owiterpersonnel work closely with our partr
and review on an ongoing basis forecasts, inverlngls, processes, capacity, yields and overallityu Our contract manufacturing partr
procure components and assemble our products basedr demand forecasts. These forecasts represepstimates of future demand for
products based upon historical trends and anafysesour sales and product management functiorepssted for overall market conditio
We update these forecasts monthly.

Our products rely on key components, including rant silicon, integrated circuit components and @osupplies purchased fror
limited number of suppliers, including certain saleurce providers. Generally, neither our contraenufacturers nor we have a wril
agreement with any of these component providegutoantee the supply of the key components usedriproducts nor do we have exclus
rights to such key components. Our product devetogrefforts also depend upon continued collabanatitth our key suppliers, including ¢
merchant silicon vendors such as Broadcom and. latgelve develop our product roadmap and continuexpmand our relationships with th:
and other merchant silicon vendors, it is crititat we work in tandem with our key merchant siiceendors to ensure that their sili
includes improved features and that our producke tadvantage of such improved features. This emabteto focus our research
development resources on software core competeaciésto leverage the investments made by merchitdnsvendors to achieve cost-
effective solutions.

Once the completed products are manufactured astddteour contract manufacturing partners ship th@marious theatre dire
fulfillment facilities in California, the Netherlals and Singapore for final configuration, qualitgntrol inspection and shipment to
distribution partners and end customers. Aftergroalucts are shipped to our end customers, oumptsdre installed by the end custome
by third-party service providers such as systemgrators or value added resellers on their behalf.

Backlog

We do not have any long-term purchase commitmeata tustomers. Customers generally order produt@noasieeded basis wi
short lead and delivery times on a per-purch@sier basis. We maintain substantial finished goodsntory to ensure that products
generally be shipped shortly after receipt of asteorA significant portion of our customer shipneeint any fiscal year relate to orders rece
and shipped in that fiscal year, resulting in lomduct backlog relative to total shipments. Becaoge customers utilize purchase ort
containing norbinding purchase commitments and we allow custoritecsincel, change or reschedule orders withoutlpeat any time pric
to shipment, we also do not believe backlog is fitmm a result of the foregoing factors, backlogas material and not a meaningful indicatc
any given period of our ability to achieve any mautar level of overall revenue or financial perfance.

Competition

The markets in which we compete are highly comipetiand characterized by rapidly changing techngl@ipanging enatustome
needs, evolving industry standards and frequenddnttions of new products and services. We expetipetition to intensify in the future
the market for cloud networking expands and exgstiompetitors and new market entrants introduce pewducts or enhance exist
products.

The data center networking market has been hisityidominated by Cisco Systems, with competititsobacoming from other lar
network equipment and system vendors including &ecCommunications Systems, Dell, Hewlett-PackaddJainiper Networks.
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We also face competition from other companies asat market entrants, including “whitebogiitch vendors as well as current techno
partners and end customers who may develop netswitkhes and cloud service solutions for interrss and/or to broaden their portfolic
products.

The principle competitive factors applicable to purducts include:

» breadth of product offerings and featu

» reliability and product qualit

» easeofus

» total cost of ownership, including automation, moring and integration cos
» performance and sca

e programmability and extensibilit

e interoperability with other produc

» ability to be bundled with other vendor offeringsic

» quality of service, support and fulfillme

We believe our products compdaevorably with respect to these factors. Our EOfwaoe offers high reliability, integrates w
existing network protocols and is open and prograinm We believe the combination of EOS, a setetivark applications and our 10/40/:
Gigabit Ethernet Switch makes our offering highbmpetitive for both cloud and enterprise data asntdowever, many of our competit
have greater name recognition, longer operatingtiés, larger sales and marketing budgets andiress, broader distribution and establis
relationships with channel partners and end custanggeater access to larger end-customer basestegrendtustomer support resourc
greater manufacturing resources, the ability teetage their sales efforts across a broader partfoli products, the ability to levere
purchasing power when purchasing subcomponentslitiey to bundle competitive offerings with othproducts and services, the ability
develop their own silicon chips, the ability to satre aggressive pricing policies, lower labor dedlelopment costs, greater resources to
acquisitions, larger intellectual property portfsliand substantially greater financial, techniegearch and development or other resources.

Intellectual Property

Our success and ability to compete depend subaligntipon our core technology and intellectual mmyp. We rely on patet
trademark and copyright laws, trade secret praiacéind confidentiality agreements with our empleyesnd customers, resellers, syst
integrators and others to protect our intellecpraperty rights. As of December 31, 2014, we hag&@nt applications pending in the U.S.
two patents granted in the U.S., which expire ia®2and 2028.

We cannot assure you that any of our patent agjicawill result in the issuance of a patent orethier the examination process
result in patents of valuable breadth or applidgbilln addition, any patents that may be issued rha contested, circumvented, foi
unenforceable or invalidated, and we may not be @bprevent third parties from infringing them. \Also license software from third par
for integration into our products, including opeusce software and other software available on cerially reasonable terms. We also ov
number of trademarks in the U.S. and other jurisshs, including Arista (which mark is not registdrin the U.S.), EOS, CloudVision, He:
Tracer, MapReduce Tracer, Path Tracer, MXP, RAIL SRLINE.

We control access to and use of our software, tdolgyg and other proprietary information througheimal and external contrc
including contractual protections with employeemtcactors, end customers and partners. Our sadtigaprotected by U.S. and internatic
copyright, patent and trade secret laws. Despiteefforts to protect our software, technology atideo proprietary information, unauthori:
parties may still copy or otherwise obtain and asesoftware, technology and other proprietary rimfation. In addition, we intend to exp:
our international operations, and effective patenfyright, trademark and trade secret protectiay mot be available or may be limitec
foreign countries.

Our industry is characterized by the existence large number of patents and frequent claims aladegt litigation regarding pate
and other intellectual property rights. If we be@more successful, we believe that competitors vélmore likely to try to develop produ
that are similar to ours and that may infringe proprietary rights. It may also be more likely tleampetitors or other third parties will cle
that our products infringe their proprietary righits particular, large and established companiesuinindustry have extensive patent portfc
and are regularly involved in both offensive anéedsive litigation. From time to time, third padiancluding certain of these large compa
and nonpracticing entities, may assert patent, copyrittajemark and other intellectual property rightaiagt us, our channel partners or
end customers, whom our standard license and atireements obligate us to indemnify against suaimsl For example, in December 2(
Cisco Systems filed two lawsuits against us inNeethern District of California for alleged patesatd copyright infringement. Additional
Cisco Systems filed to complaints against us inlthernational Trade Commission (ITC) for paterftimgement, and the ITC has initiated
investigation. Please see "Legal Proceedings" deadun Part I, Item 3 of this Annual Report on Fdkt@K, for a description of this litigatio
Successful claims of infringement by a third paityany, could prevent us from distributing cert@iroducts or performing certain servic
require us to expend time and money to developinfrimging solutions or force us to pay substantlaimages, royalties or other fees.
cannot assure you that we do not currently infrirgethat we will not in the future infringe, upamy thirdparty patents or other propriet
rights.
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Employees

As of December 31, 2014 we employed over 1,000timé employees. None of our employees are repredely unions. W
consider our relationship with our employees todmod and have not experienced significant interoagt of operations due to lal
disagreements.

Available Information

Our website is located at www.arista.com and owestor relations website is located at www. investoista.com. Our Annt
Reports on Form 10-K, Quarterly Reports on FornQl@urrent Reports on FormkBand amendments to reports filed or furnished ypams tc
Sections 13(a) and 15(d) of the Securities Excha@wgef 1934, as amended (the “Exchange Adle available free of charge on the Inve:
portion of our web site as soon as reasonably ipedate after we electronically file such materiaithy or furnish it to, the Securities
Exchange Commission (SEC). Further, a copy of Afiaual Report on Form 1R-is located at the SEC's Public Reference Roor0atF
Street, NE, Washington, D.C. 20549. Informationtlo® operation of the Public Reference Room cantitaireed by calling the SEC at 1-800-
SEC-0330.

Webcasts of our earnings calls and certain eveetpavticipate in or host with members of the innesit community are on c
investor relations website. Additionally, we annoerinvestor information, including news and comragntabout our business and finan
performance, SEC filings, notices of investor esgand our press and earnings releases, on owstémwelations website. Investors and ot
can receive notifications of new information postedour investor relations website in real timesiyning up for email alerts and RSS fe
Further corporate governance information, including corporate governance guidelines, board coraeitharters, and code of conduct, is
available on our investor relations website undher heading “Corporate Governanc&lie contents of our websites are not incorporaig
reference into this Annual Report on FormK.@r in any other report or document we file witletSEC, and any references to our website
intended to be inactive textual references only.
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Item 1A. Risk Factors

You should consider carefully the risks and undetitas described below, together with all of theestinformation in this Annual Rep
on Form 10K, which could materially affect our business, fin&l condition, results of operations and prosgedhe risks described bel
are not the only risks facing us. Risks and undetitzs not currently known to us or that we curfgrdeem to be immaterial also n
materially affect our business, financial conditioasults of operations and prospects.

Risks Related to Our Business and Our Industry

Our limited operating history makes it difficult to evaluate our current business and future prospectand may increase the ris
associated with your investment.

We were founded in 2004 and shipped our first petalin 2008. The majority of our revenue growth basurred since the beginn
of 2010. Our limited operating history makes iffidiflt to evaluate our current business and ouwnrtuprospects, including our ability to p
for and model future growth. We have encounteredl w&itl continue to encounter risks and difficulti6f@quently experienced by rapir
growing companies in constantly evolving industriesluding the risks described elsewhere in thismdal Report on Form 1K- If we do no
address these risks successfully, our businesmdial condition, results of operations and protpedl be adversely affected, and the ma
price of our common stock could decline. Furtheg, mave limited historical financial data, and wesrgte in a rapidly evolving market.
such, any predictions about our future revenueexmnses may not be as accurate as they wouldvbe lifad a longer operating history
operated in a more predictable market.

Our business and operations have experienced rapgtowth, and if we do not appropriately manage anydture growth or are unable tc
improve our systems and processes, our businessancial condition, results of operations and prospets will be adversely affected.

We have experienced rapid growth and increased wigricet our products over the last several yearschvhas placed a strain on
management, administrative, operational and fir@noirastructure. Our employee headcount and nurobe&end customers have increa
significantly. To handle the increase in end cusimnwe expect to continue to grow our headcowgmifitantly over the next 12 months. |
example, as of December 31, 2010 and Decembeir034,, dur cumulative number of end customers increfsad approximately 570 to ov
3,000. As we have grown, we have had to manageaeasingly larger and more complex array of irdbsystems and processes to scale
all aspects of our business, including our hardveaue software development, contract manufacturivdy@urchasing, logistics and fulfillme
and maintenance and support. Our success will deipepart upon our ability to manage our growttreefively. To do so, we must continue
increase the productivity of our existing employaasd continue to hire, train and manage new empkgs needed. To manage domestic
international growth of our operations and persgnme will need to continue to improve our operatif financial and management cont
and our reporting processes and procedures aneénneplt more extensive and integrated financial arsinkess information systems. We t
not be able to successfully implement these orrathprovements to our systems and processes itffiaieet or timely manner, and we m
discover deficiencies in their capabilities or effeeness. We may experience difficulties in manggimprovements to our systems
processes or in connection with thjpdrty technology. In addition, our systems and @sses may not prevent or detect all errors, onmssix
fraud. Our failure to improve our systems and psses, or their failure to operate effectively andthe intended manner, may resul
disruption of our current operations and eudtomer relationships, our inability to manage ghewth of our business and our inability
accurately forecast our revenue, expenses anchgarand prevent certain losses.

Our results of operations are likely to vary signifcantly from period to period and be unpredictable and if we fail to meet the
expectations of analysts or investors or our previgsly issued financial guidance, or if any forwardooking financial guidance does nc
meet the expectation of analysts or investors, thearket price of our common stock could decline suhantially

Our results of operations have historically varfiemm period to period, and we expect that thisdreuill continue. As a result, yt
should not rely upon our past financial resultsdoy period as indicators of future performancer f@sults of operations in any given pe
can be influenced by a number of factors, manyhittvare outside of our control and may be difficalpredict, including:

e our ability to retain and increase sales to exjstinstomer and attract new end customers, includigg end custome

« the budgeting cycles and purchasing practices dfaaistomers, including large end customers who reegive lower pricing tern
due to volume discounts;

» the buying patterns of our large end customershithvlarge bulk purchases may or may not occuentain quarter:

» the cost and potential outcomes of existing andréulitigation

» the rate of expansion and productivity of our sébese

» changes in our pricing policies, whether initiabydus or as a result of competiti

» the amount and timing of operating costs and chgijpenditures related ot the operation and expansi our busines

» changes in endustomer, distributor or reseller requirements arkat need:

» deferral or cancellation of orders from end custaniacluding in anticipation of new products ooguct enhancements announce
us or our competitors, or warranty returns;

» the inclusion of any acceptance provisions in ast@mer contracts or any delays in acceptanceosktproduct
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» changes in the growth rate of the networking ma

» the actual or rumored timing and success of newlymband service introductions by us or our conwegior any other change in
competitive landscape of our industry, includingsalidation among our competitors or end customers;

e our ability to successfully expand our business etimally and internationall

» our ability to increase the size of our distribatichanne

» decisions by potential end customers to purchasedahetworking solutions from larger, more estdiglis vendors, white box vend
or their primary network equipment vendors;

*  price competitior

» insolvency or credit difficulties confronting oun@ customers, which could adversely affect theilitglio purchase or pay for o
products and services, or confronting our key sepplincluding our sole source suppliers, whichldaisrupt our supply chain;

» any disruption in our sales channel or terminatibour relationship with important channel partn

* our inability to fulfill our end customersirders due to supply chain delays, access to keyrmalities or technologies or events
impact our manufacturers or their suppliers;

» seasonality or cyclical fluctuations in our mark

« future accounting pronouncements or changes imocwunting policie:

e stockbased compensation expel

« our overall effective tax rate, including impactaused by any reorganization in our corporate siractany changes in our valuai
allowance for domestic deferred tax assets anchamylegislation or regulatory developments;

e increases or decreases in our expenses causeddbyafions in foreign currency exchange rates, rm$nereasing portion of o
expenses are incurred and paid in currencies titaarthe U.S. dollar;

e general economic conditions, both domestically iarfdreign markets; ar

» other risk factors described in this Annual Rejpm Form 10K.

Any one of the factors above or the cumulative ctftéf several of the factors described above maylrén significant fluctuations
our financial and other results of operations. Maigability and unpredictability could result imofailure to meet our revenue, gross mart
results of operations or other expectations coathin any forward looking financial guidance we @dassued or the expectations of secul
analysts or investors for a particular period. & fail to meet or exceed such guidance or expectmfior these or any other reasons, the m
price of our common stock could decline substagtiahd we could face costly lawsuits, includingdties class action suits.

We expect large purchases by a limited number of encustomers to continue to represent a substantiglortion of our revenue, and an
loss or delay of expected purchases could result material quarter-to- quarter fluctuations of our revenue or otherwise adersely affec
our results of operations.

Historically, large purchases by a relatively liesitnumber of end customers have accounted forfisigmni portion of our revenu
Many of these end customers make large purchasesnplete or upgrade specific data center instaflatand are typically made o1
purchase-order basis rather than pursuant to temy-contracts. Revenue from sales to Microsofpubh our channel partner, World W
Technology, Inc., accounted for 14.9% of our rewefior the year ended December 31, 201211.9% of our revenue for the year er
December 31, 2013 and 15.3% of our revenue foyelae ended December 31, 2012.

As a consequence of the concentrated nature ofusiomer base and their purchasing behavior, carteply revenue and results
operations may fluctuate from quarter to quartet are difficult to estimate. For example, any célatien of orders or any acceleration
delay in anticipated product purchases or the daoep of shipped products by our larger end custemuld materially affect our revenue
results of operations in any quarterly period. Wayrbe unable to sustain or increase our revenume &nar large end customers or offset
discontinuation of concentrated purchases by agetaend customers with purchases by new or egigtitd customers. We expect that ¢
concentrated purchases will continue to contributgerially to our revenue for the foreseeable futand that our results of operations
fluctuate materially as a result of such larger eastomersbuying patterns. In addition, we may see consabdabf our customer base, sl
as among Internet companies and cloud service gheosi which could result in loss of end customé&le loss of such end customers,
significant delay or reduction in their purchasasyld materially harm our business, financial ctindj results of operations and prospects.

Our revenue growth rate in recent periods may not b indicative of our future performance.

Our revenue growth rate in recent periods may moindicative of our future performance. We expesahannual revenue grov
rates of 61.7% 86.8% and 38.3% in 2014, 2013 and 2012, respdygtiWWe may not achieve similar revenue growthsatefuture period
especially as we enter and expand into the clondces and application services provider marketsu ¥hould not rely on our revenue for
prior quarterly or annual period as any indicatodrour future revenue or revenue growth. If we anable to maintain consistent revenu
revenue growth, our business, financial conditresults of operations and prospects could be naditeadversely affected.

We face intense competition, especially from largemwell-established companies, and we may lack sufficient&ncial or other resource:!
to maintain or improve our competitive position.
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The market for data center networking, including tharket for cloud networking, is intensely comipeti and we expect competiti
to increase in the future from established comgegstiind new market entrants. This competition coaklilt in increased pricing press
reduced profit margins, increased sales and maiketkpenses and our failure to increase, or the dbsmarket share, any of which wa
likely seriously harm our business, financial caioah, results of operations and prospects.

The data center networking market has been hisityidominated by Cisco Systems, with competititsobacoming from other lar
network equipment and system vendors, includingpdurNetworks, Brocade Communications Systems, Egwlackard and Dell. We al
face competition from other companies and new magk&ants, including “whitebox3witch vendors as well as current technology pas
and end customers. Many of our existing and pateotimpetitors enjoy substantial competitive adagas, such as:

e greater name recognition and longer operating hést

» larger sales and marketing budgets and resol

» broader distribution and established relationshijtls channel partners and end custon
e greater access to larger enustomer base

» greater enadustomer support resourc

» greater manufacturing resourc

» the ability to leverage their sales efforts actassoader portfolio of produc

» the ability to leverage purchasing power with vansidbcomponent

» the ability to bundle competitive offerings witthet products and servic

» the ability to develop their own silicon chi

« the ability to set more aggressive pricing polif

» lower labor and development co

e greater resources to make acquisiti

» larger intellectual property portfolios; e

e substantially greater financial, technical, reskaned development or other resour

Our competitors also may be able to provide endoowusrs with capabilities or benefits different fram greater than those we |
provide in areas such as technical qualificationgemgraphic presence or may be able to providecastbmers a broader range of prodi
services and prices. In addition, large competitoey have more extensive relationships with anthiwiexisting and potential end custon
that provide them with an advantage in competingfmsiness with those end customers. For examettgio large competitors encourage
customers of their other products and servicesltpitheir data networking solutions through disted bundled product packages. Our at
to compete will depend upon our ability to provaldetter solution than our competitors at a morapetitive price. We may be requirec
make substantial additional investments in reseatetelopment, marketing and sales in order toomgpo competition, and we cannot as
you that these investments will achieve any retfonsis or that we will be able to compete sucaglsin the future.

We also expect increased competition if our mam@itinues to expand. Conditions in our market cocihdinge rapidly ar
significantly as a result of technological advaneats or other factors. Current or potential contpetimay be acquired by third parties
have greater resources available than we do. Querduor potential competitors might take advantafi¢he greater resources of the la
organization resulting from these acquisitions eanpete more vigorously or broadly with us. In aiddit continued industry consolidati
might adversely affect end customers’ perceptidrthe viability of smaller and even mediusized networking companies and, conseque
end customerswillingness to purchase from those companies. [egrtbertain large end customers may develop netwattches and clot
service solutions for internal use and/or to broatleeir portfolio of products, which could allowete end customers to become
competitors in the market.

If we do not successfully anticipate technologicakhifts, market needs and opportunities, and develogproducts and product
enhancements that meet those technological shiftseeds and opportunities, or if those products are at made available in a timel
manner or do not gain market acceptance, we may ndite able to compete effectively, and our ability tgenerate revenue will suffer.

The cloud networking market can be characterizedapyd technological shifts and increasingly compé@deustomer requiremer
to achieve scalable and more programmable netwhektsfacilitate virtualization, big data, publiciigate cloud and web scale computing.
must continue to develop new technologies and ptsdihat address emerging technological trendschadging enadtustomer needs. T
process of developing new technology is complexwrakrtain, and new offerings requires signifiogofiront investment that may not resul
material design improvements to existing productsesult in marketable new products or costs savimgrevenue for an extended perio
time, if at all. The success of new products depesmi several factors, including appropriate newdped definition, component costs, tim
completion and introduction of these products,edéhtiation of new products from those of our cotitpes and market acceptance of tt
products.

In addition, new technologies could render ourtaxgsproducts obsolete or less attractive to erglarners, and our business, finar
condition, results of operations and prospectsccbel materially adversely affected if such techgias are widely adopted. For example,
customers may prefer to address their network bwéquirements by licensing software operatingesyistseparately
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and placing them on induststandard servers or develop their own networkirglpets rather than purchasing integrated hardwar@ugts a
has occurred in the server industry.

We may not be able to successfully anticipate @apadb changing technology or endstomer requirements on a timely basis,
all. If we fail to keep up with technology changasto convince our end customers and potentialsiomers of the value of our soluti
even in light of new technologies, our businegsricial condition, results of operations and protpeould be materially adversely affected.

We are currently involved in litigation with Cisco Systems, Inc.

On December 5, 2014, Cisco filed two complaintsiragaus in District Court for the Northern Distriof California, which ar
proceeding as Case No. 4-14-cv-0543 (*'043 Cased) @ase No. 4-14-cv-0544 (*'044 Case”). In tBd3 Case, Cisco alleges that we infri
U.S. Patent Nos. 6,377,577; 6,741,592; 7,023,88®&17875; 7,162,537; 7,200,145; 7,224,668; 7,290,140,597; 7,460,492; 8,051,211;
8,356,296 (respectively, “the '577 patent,” “th®Zpatent,” “the '853 patent,” “the 875 patenthét’537 patent,” “the '145 patent,” “th€6¢
patent,” “the 164 patent,” “the '597 patent,” “thd92 patent,” “the '211 patent,” and “the '296 pat"). Cisco seeks, as relief for our alle:
infringement in the '043 Case, lost profits and/easonable royalty damages in an unspecified amamoiuding treble damages, attorney’
fees, and associated costs. Cisco also seeks tingimelief in the 043 Case. On February 10, 2015, the court graniedimopposed motion
stay the '043 Case until the proceedings befordUthiteed States International Trade Commission (‘IS pertaining to the same patents
discussed below) become final. In the '044 Casec@3 complaint alleges that we infringe U.S. Patens.N047,526 and 7,953,886 .
further alleges that we infringe numerous copysgbertaining to Cisco’s “Command Line Interface™@LI.” As relief for our alleged pate
infringement in the044 Case, Cisco seeks lost profits and/or reasenalghlty damages in an unspecified amount inclydieble damage
attorneys fees, and associated costs as well as injunctlief. As relief from our alleged copyright infgement, Cisco seeks damages i
unspecified amount in the form of alleged lost fispfprofits from our alleged infringement, statyt@lamages, attorney’fees and associa
costs. Cisco also seeks injunctive relief againstalleged copyright infringement. On February 2815, we answered the complaint in
'044 Case, denying the patent and copyright infrimgrgt allegations and also raising numerous affineatlefenses. Trial has not b
scheduled in either the '043 or '044 Cases.

On December 19, 2014, Cisco filed two complaintsigt us in the USITC, alleging that Arista hadatied Section 337 of the Tal
Act of 1930, as amended. The complaints have besttuted as ITC Inv. Nos. 337-TA-944 (944 Inviggition”) and 337-TA-945 (‘94t
Investigation). In the '944 Investigation, Ciscdegkes that certain Arista switching products irgerthe '592, '537, '145, '164, '597, angd9¢
patents. In the '945 Investigation, Cisco alledest tertain Arista switching products infringe tB&7, '853, '875, '668, '492, and211 patent:
In both the '944 and945 Investigations, Cisco seeks, among other thiadénited exclusion order barring entry into tbaited States «
accused switch products (including 7000 Seriesaitithes) and a cease and desist order againsgasdirg our accused switch products.
January 28, 2015, the Administrative Law Judgegassl to the 944 Investigation set May 27, 2016 as the target i completion of tt
'944 Investigation. On February 11, 2015, we reslaohto the notices of investigation and complaimtthe ‘944 and 945 Investigations b
among other things, denying the patent infringemaliggations and raising numerous affirmative dsésn On February 19, 2015,
Administrative Law Judge assigned to t8d5 Investigation issued a procedural scheduléngallbr, among other events: issuance of an «
construing the claims of the '577, '853, '875, '66892, and '211 patents tentatively on July 17120an evidentiary hearing on November ¢
20, 2015; an initial determination regarding oule@éd violations due April 26, 2016; and the tardate for completion of the94t
Investigation on August 26, 2016.

We intend to vigorously defend against Cisclawsuits, as summarized in the preceding paragragpowever, we cannot be cer
that, if litigated, any claims by Cisco would besalved in our favor. For example, an adverse litigaruling could result in a significe
damages award against us, could further resutténabove described injunctive relief (including,cemg other things, an order excluding
products from importation into the United Statesyld result in a requirement that we make subistiaratyalty payments to Cisco, and/or cc
require that we modify our products to the extdwat twe are found to infringe any valid claims agsklgainst us Cisco. Any such adv
ruling could materially adversely affect our bussgprospects, results of operation and finan@atbition. To the extent that we reache
negotiated settlement with Cisco, the settlemeuntccrequire payment of substantial royalties.

Additionally, the existence of this lawsuit couladluse concern among our customers and potentiamaess and could adversely af
our business and results of operations. An adviig&tion ruling could also result in a signifidatiamages award against us and the injur
relief described above. Many of our customers amahoel partners require us to indemnify and defeedch against third party infringem:
claims and pay damages in the case of adversasulirhese claims could harm our relationships with customers or channel partners
might deter them from doing business with us. Ideorto maintain our relationships with existing tomsers and secure business with
customers, we may be required from time to timprtavide additional assurances beyond our stan@anaist Whether or not we prevail in
lawsuit, we expect that the litigation will be exygéve, time-consuming and a distraction to manageineoperating our business.
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We are currently involved in a license dispute wittOptumSoft, Inc.

On April 4, 2014, OptumSoft filed a lawsuit againstin the Superior Court of California, Santa &l&ounty titled OptumSoft, Inc.
Arista Networks, Inc., in which it asserts (i) owsigip of certain components of our EOS network atieg system pursuant to the terms
2004 agreement between the companies and (ii) lbesaaf certain confidentiality and use restrictionthat agreement. Under the terms o
2004 agreement, OptumSoft provided us with a nanusive, irrevocable, royaltfree license to software delivered by OptumSaoft posinc
a software tool used to develop certain componeht8OS and a runtime library that is incorporatathiEOS. The 2004 agreement pl:
certain restrictions on our use and disclosurehef@ptumSoft software and gives OptumSoft ownershipnprovements, modifications &
corrections to, and derivative works of, the OptwftSoftware that we develop. In its lawsuit, Op&mft has asked the Court to order us t
give OptumSoft copies of certain components of software for evaluation by OptumSoft, (ii) ceask aanduct constituting the alleg
confidentiality and use restriction breaches, @@cure the return or deletion of OptumSpftlleged intellectual property provided to tl
parties, including our customers, (iv) assign owhgr to OptumSoft of OptumSaodt’alleged intellectual property currently ownedusy an
(v) pay OptumSoft’'s alleged damages, attoradges, and costs of the lawsuit. David Cheritor, of our founders and a former member o
board of directors who resigned from our boardicdalors on March 1, 2014 and has no continuing vath us, is a founder and, we belie
the largest stockholder and director of OptumSHie 2010 David R. Cheriton Irrevocable Trust dtty A¥, 2010, a trust for the benefit of
minor children of Mr. Cheriton, is one of our lasgstockholders.

OptumSoft has identified in confidential documenéstain software components it claims to own, which generally applicat
tools and utility subroutines and not networkinggfic code. We cannot assure which software coraptsnOptumSoft may ultimately claim
own in the litigation or whether such claimed comeuots are material. The Court set a trial datePioase | of the proceedings, relatin
contract interpretation and application of the cacttto certain claimed source code for SeptemePQ15. The remaining issues are curre
scheduled to be tried in April 2016.

We intend to vigorously defend against OptumSaftwsuit. However, we cannot be certain thaitigdted, any claims by OptumS
would be resolved in our favor. For example, iivitre determined that OptumSoft owned componentsupEOS network operating syst¢
we would be required to transfer ownership of thosmponents and any related intellectual propert@ptumSoft. If OptumSoft were t
owner of those components, it could make them abkglto our competitors, such as through a saleense. In addition, OptumSoft co
assert additional or different claims against neluding claims that our license from OptumSofniglid.

Additionally, the existence of this lawsuit coulduse concern among our customers and potentiamess and could adversely af
our business and results of operations. An adviiga&tion ruling could also result in a signifidatlamages award against us and the injur
relief described above. In addition, if our licensas ruled to have been terminated, and we werealplet to negotiate a new license fi
OptumSoft on reasonable terms, we could be requogohy substantial royalties to OptumSoft or behfisited from selling products tt
incorporate OptumSoft intellectual property. Anyclsuadverse ruling could materially adversely affeat business, prospects, result
operation and financial condition. Whether or netpvevail in the lawsuit, we expect that the litiga will be expensive, timeonsuming and
distraction to management in operating our business

Product quality problems, defects, errors or vulneabilities in our products or services could harm oureputation and adversely affec
our business, financial condition, results of opetttons and prospects.

We produce highly complex products that incorporaeanced technologies, including both hardware softvare technologie
Despite testing prior to their release, our progluoay contain undetected defects or errors, edjyewihen first introduced or when n
versions are released. Product defects or erratisl @fect the performance of our products and @¢aldlay the development or release of
products or new versions of products. Allegatiohsimsatisfactory performance could cause us to tesenue or market share, increase
service costs, cause us to incur substantial aostaalyzing, correcting or redesigning the productause us to lose significant end custor
subject us to liability for damages and divert oesources from other tasks, any one of which couwdderially adversely affect our busine
financial condition, results of operations and pexgs.

From time to time, we have had to replace certamponents of products that we had shipped and gea@mediation in response
the discovery of defects or bugs, including faitune software protocols or defective component liegcresulting in reliability issues, in si
products, and we may be required to do so in therdu We may also be required to provide full reptaents or refunds for such defec
products. We cannot assure you that such remedliatdwld not have a material effect on our busintisancial condition, results of operatic
and prospects. Please see “—Our business is subjte risks of warranty claims, product retuprgduct liability and product defects.”

The cloud networking market is still in its early gages and is rapidly evolving. If this market doesot evolve as we anticipate or ot
target end customers do not adopt our cloud netwoiikg solutions, we may not be able to compete effaaly, and our ability to generate
revenue will suffer.

The cloud networking market is still in its earbages. The market demand for cloud networking smisthas increased in recent y
as end customers have deployed larger networkdranel increased the use of virtualization and cloahputing. Our success depends
our ability to provide cloud networking solutiorsat address the needs of end customers more eéfigctind economically than those of o
competitors or existing technologies.
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If the cloud networking solutions market does nevalop in the way we anticipate, if our solutiorsribt offer benefits compared
competing network switching products or if end oustrs do not recognize the benefits that our smistprovide, then our business, finar
condition, results of operations and prospectsccbal materially adversely affected.

The requirements of being a public company may stia our resources, divert managemens attention and affect our ability to attract
and retain qualified board members.

As a public company, we are subject to the repgriind corporate governance requirements of therfiestExchange Act of 1934,
amended, or the Exchange Act, the listing requirgmef the New York Stock Exchange and other applie securities rules and regulatic
including the Sarbanes-Oxley Act and the Déatdnk Act. Compliance with these rules and regoreiwill increase our legal and finan
compliance costs, make some activities more diffitime-consuming or costly and increase demand on ouemgsand resources, particuli
after we are no longer an “emerging growth comparsy/tlefined in the JOBS Act. Among other things,Ekehange Act requires that we
annual, quarterly and current reports with resgecour business and results of operations and minirgffective disclosure controls ¢
procedures and internal control over financial répg. In order to improve our disclosure contrafsd procedures and internal control «
financial reporting to meet this standard, sigmificresources and management oversight may beedqéis a result, managemenéttentio
may be diverted from other business concerns, wtacid harm our business, financial condition, ssof operations and prospects. Altho
we have already hired additional employees to leeipply with these requirements, we may need tdhéurexpand our legal and final
departments in the future, which will increase oosts and expenses.

In addition, changing laws, regulations, and stasislaelating to corporate governance and publiclo§sire are creating uncertai
for public companies, increasing legal and finahotnpliance costs and making some activities ntione consuming. These laws, regulati
and standards are subject to varying interpretgtionmany cases due to their lack of specifictyd, as a result, their application in prac
may evolve over time as new guidance is provideddnylatory and governing bodies. This could resultontinuing uncertainty regardi
compliance matters and higher costs necessitateohdpging revisions to disclosure and governancetioes. We intend to invest resource
comply with evolving laws, regulations, and stamidarand this investment may result in increaseciggrand administrative expense ai
diversion of management’s time and attention fr@venuegenerating activities to compliance activitiesolfr efforts to comply with ne
laws, regulations and standards differ from thévaiets intended by regulatory or governing bodiesgulatory authorities may initiate le
proceedings against us and our business and pitsspay be harmed. As a result of disclosure ofrinfdion in the filings required of a puk
company, our business and financial condition Wwdcome more visible, which may result in threatenedctual litigation, including t
competitors and other third parties. If such claams successful, our business, financial conditiesults of operations and prospects cou
harmed, and even if the claims do not result igdiion or are resolved in our favor, these claiarg] the time and resources necesse
resolve them, could divert the resources of ouragament and harm our business, financial conditesylts of operations and prospects.

We also expect that being a public company andethesv rules and regulations will make it more exgpenfor us to obtain direct
and officer liability insurance, and we may be riegg to accept reduced coverage or incur substintilher costs to obtain coverage. Tt
factors could also make it more difficult for us &ttract and retain qualified executive officersdanembers of our board of direct
particularly to serve on our Audit Committee andh@pensation Committee.

In addition, as a result of our disclosure obligasi as a public company, we will have reducedesjiatflexibility and will be unde
pressure to focus on short-term results, which aguersely affect our ability to achieve long-terrofitability.

We are an “emerging growth company,”and we cannot be certain if the reduced disclosunequirements applicable to emerging growtl
companies will make our common stock less attractésto investors.

For so long as we remain an “emerging growth corppas defined in the JOBS Act, we may take advantdgerain exemptior
from various requirements that are applicable tblipucompanies that are not “emerging growth congmhincluding reduced disclost
obligations regarding executive compensation in registration statements, periodic reports and ystatements and exemptions from
auditor attestation requirements of Section 40thefSarbane®xley Act, the requirements of holding a nonbindattyisory vote on executi
compensation and stockholder approval of any gofd@achute payments not previously approved. Wetalay/advantage of these exempt
until we are no longer an emerging growth compaMg. would cease to be an emerging growth company tip® earliest to occur of: (i) t
first fiscal year following the fifth anniversary our initial public offering; (ii) the first fisdayear after our annual gross revenue is $1 biltic
more; (iii) the date on which we have, during thievious three-year period, issued more than $ibbilh noneonvertible debt securities;
(iv) as of the end of any fiscal year in which tharket value of our common stock held by radfiliates exceeded $700 million as of the en
the second quarter of that fiscal year and hava babject to the requirements of the Exchange éwcaf least 12 months.

In addition, Section 107 of the JOBS Act also pdes that an “emerging growth companyiay take advantage of an exten
transition period for complying with new or revisadcounting standards. However, we have choseonpgbdut” of such extended transiti
period, and as a result, we will comply with newrevised accounting standards on the relevant dateshich adoption of such standard
required for noremerging growth companies. Our decision to opt afuthe extended transition period for complying twitew or revise
accounting standards is irrevocable.
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We are obligated to maintain proper and effectiveriternal control over financial reporting. We may na complete our analysis of ou
internal control over financial reporting in a timely manner, or our internal control over financial reporting may not be determined ti
be effective, which may adversely affect investooafidence in our company and, as a result, the vaduof our common stock.

As a public company, we will be required, pursuarthe Exchange Act, to furnish a report by manag#mn, among other things,
effectiveness of our internal control over finahecgporting for the fiscal year ending December 3115. This assessment will need to inc
disclosure of any material weaknesses identifiecbisy management in our internal control over finahoeporting. We will be required
disclose changes made in our internal control andgulures on a quarterly basis. Our independeidtezgd public accounting firm will not
required to attest to the effectiveness of ourrivdkecontrol over financial reporting pursuant con 404 until the later of the year follow
our first annual report required to be filed witletSEC or the date we are no longer an “emergiogthrcompany’as defined in the JOBS A
At such time, our independent registered publi®anting firm may issue a report that is adverséaéevent that such firm is not satisfied \
the level at which our internal control over finalaeporting is documented, designed or operathgya result, we may need to under
various actions, such as implementing new intecoatrols and procedures and hiring accounting t@rival audit staff. In connection with
audit of our consolidated financial statement2f@10 to 2013, we identified a material weaknessuininternal control over financial reportii
which was remediated in 2014. However, we caneotdrtain that any control remediation efforts utadesn during 2015 will enable us
avoid a material weakness in the future. Ensurrad tve have adequate internal financial and acamyimontrols and procedures in plac
help produce accurate financial statements on alyifvasis is a costly and time-consuming effort tieeeds to be evaluated frequently.

We are currently evaluating our internal controéofinancial reporting, identifying and remediatidgficiencies in internal contro
and documenting the results of our evaluationjngstand remediation. We may not be able to coraptetr evaluation, testing, and i
required remediation in a timely fashion. During thvaluation and testing process, if we identifg @n more material weaknesses in
internal control over financial reporting that we ainableo remediate before the end of the same fiscal ipeahich the material weaknes:
identified, we will be unable to assert that oueinal controls are effective. If we are unablessert that our internal control over finan
reporting is effective or determine we have a niateveakness in our internal controls, we coulcelas/estor confidence in the accuracy
completeness of our financial reports, which wazddse the price of our common stock to decline.

In the event that our chief executive officer, €Hirancial officer, or independent registered palasiccounting firm determines in
future that our internal control over financial ogfing is not effective as defined under Sectiod,4@e could be subject to one or ir
investigations or enforcement actions by stateedefal regulatory agencies, stockholder lawsuitstloer adverse actions requiring us to il
defense costs, pay fines, settlements or judgnamtsausing investor perceptions to be adversédgtafl and potentially resulting in a dec
in the market price of our stock.

If we are unable to attract new large end customerer to sell additional products to our existing endcustomers, our revenue growth wi
be adversely affected and our revenue could decreas

To increase our revenue, we must add new end cestoand large end customers and sell additionadyats to existing er
customers. For example, one of our sales stratégiestarget specific projects at our current endtomers because they are familiar witf
operational and economic benefits of our solutidhereby reducing the sales cycle into these cumtenVWe believe this opportunity w
current end customers to be significant given thgisting infrastructure and expected future spénae fail to attract new large end custon
or sell additional products to our existing endteogers, our business, financial condition, resoiitsperations and prospects will be harmed.

Some of our large end customers require more favokde terms and conditions from their vendors and mayequest price concession
As we seek to sell more products to these end custers, we may be required to agree to terms and coitihns that may have an advers
effect on our business or ability to recognize reveie.

Our large end customers have significant purchagowger and, as a result, may receive more favoitgohes and conditions than
typically provide to other end customers, includiogver prices, bundled upgrades, extended warnéieceptance terms, indemnifica
terms and extended return policies and other cotahrights. As we seek to sell more productdhtse large end customers, an increase:
of our shipments may be subject to such terms andittons, which may reduce our margins or affaettiming of our revenue recognition :
thus may have an adverse effect on our business)dial condition, results of operations and protpe

Reliance on shipments at the end of the quarter cédicause our revenue for the applicable period tcall below expected levels.

As a result of endustomer buying patterns and the efforts of ouessdbrce and channel partners to meet or exceed shie:
objectives, we have historically received a sulishportion of sales orders and generated a sotistgortion of revenue during the sec
half of each quarter. This places significant pueson order review and processing, supply chainagament, manufacturing, inventory
quality control management, shipping and trade diampe to ensure that we have properly forecastgmplg purchasing, manufacturi
capacity, inventory and quality compliance and dtigs. If there is any significant interruption tinese critical functions, it could result
delayed order fulfilment, adversely affect our imgss, financial condition, results of operationsl @rospects and result in a decline in
market price of our common stock.
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We base our inventory requirements on our forecastef future sales. If these forecasts are materialljnaccurate, we may procuri
inventory that we may be unable to use in a timelynanner or at all.

We and our contract manufacturers procure comperem build our products based on our forecastssé florecasts are basec
estimates of future demand for our products, which in turn based on historical trends and analyses our sales and market
organizations, adjusted for overall market cond#ioTo the extent our forecasts are materiallydneate or if we otherwise do not need ¢
inventory, we may under- or overocure inventory, and such inaccuracies in ouedasts could materially adversely affect our biss
financial condition and results of operations.

Managing the supply of our products and product corponents is complex. Insufficient supply and inventty may result in lost sale:
opportunities or delayed revenue, while excess inm®ry may harm our gross margins.

Managing the supply of our products and product pmments is complex, and our inventory managemestesys and related supply-
chain visibility tools may not enable us to fordcascurately and manage effectively the supply wf products and product compone
Insufficient supply and inventory may result intlsales opportunities or delayed revenue, whilesxdénventory may harm our gross mar
In order to reduce manufacturing lead times and it adequate component supply, from time to tiwee may issue purchase orders
components and products that are non-cancelablenandeturnable. We establish a liability for naamcelable, nometurnable purcha
commitments with our third-party contract manufaeta for quantities in excess of our demand fortscas obsolete material charges.

Supply management remains an increased area of fasuwe balance the need to maintain sufficienplgufevels to ensu
competitive lead times against the risk of obsaase or the end of life of certain products. If wemately determine that we have exc
supply, we may have to reduce our prices and wldten inventory, which in turn could result in lowgross margins. We record a provis
when inventory is determined to be in excess dtgmatted demand or obsolete to adjust inventorystestimated realizable value.

Alternatively, insufficient supply levels may letal shortages that result in delayed revenue ordbssles opportunities altogethe
potential end customers turn to competitgnadducts that are readily available. Additionaliyyy increases in the time required to manufa
our products or ship products could result in symblortfalls. If we are unable to effectively maaamur supply and inventory, our busin
financial condition, results of operations and pexgs could be adversely affected.

Because some of the key components in our produasme from sole limited sources of supply, we are steptible to supply shortages ¢
supply changes, which could disrupt or delay our $eeduled product deliveries to our end customers anchay result in the loss of sale
and end customers.

Our products rely on key components, including gragéed circuit components and power supplies thiatcontract manufacture
purchase on our behalf from a limited number ofpéieps, including certain sole source providers. fléenot have guaranteed supply conti
with any of our component suppliers, and our s@pplcould delay shipments or cease manufacturicly groducts or selling them to us at
time. For example, in the past we have experiestedtages in inventory for dynamic random acceswmang integrated circuits and dela
releases of the next generation of chipset, whadayed our production and/or the release of our peducts. The development of altert
sources for those components is tiooesuming, difficult and costly. If we are unabteabtain a sufficient quantity of these componen
commercially reasonable terms or in a timely mansales of our products could be delayed or hateulely or we may be required to rede:
our products. Any of these events could resulost kales and damage to our @adtomer relationships, which would adversely inipag
business, financial condition, results of operatiand prospects.

Our reliance on component suppliers also yieldspbiential for their infringement or misappropraati of third party intellectu
property rights with respect to components whichy rha incorporated into our products. We may notifrseemnified by such compont
suppliers for such infringement or misappropriatid@ims. Any litigation for which we do not receiiredemnification could require us to in
significant legal expenses in defending againsh salaims or require us to pay substantial royaltyments or settlement amounts that w
not be reimbursed by our component suppliers.

Our product development efforts are also dependpat our continued collaboration with our key meamthsilicon vendors such
Broadcom and Intel. As we develop our product raggrand continue to expand our relationships witts¢hand other merchant silic
vendors, it is critical that we work in tandem wihr key merchant silicon vendors to ensure theit thilicon includes improved features .
that our products take advantage of such improeatufes. This enables us to focus our researchievelopment resources on our softv
core competencies and to leverage the investmeads tmy merchant silicon vendors to achieve cosistiffe solutions.

If our key merchant silicon vendors do not continaieollaborate in such a fashion, if they do nmtoue to innovate or if there
delays in the release of their products, our owodpct launches could be delayed, which could havaterial effect on revenue and busin
financial condition, results of operations and pexgs.

In the event of a shortage or supply interruptiont our component suppliers, we may not be abldeteelop alternate or secc
sources in a timely manner. Further, ldegn supply and maintenance obligations to endocusts increase the duration for which spe
components are required, which may increase ttkeoficomponent shortages or the cost of carryingmory. In addition, our compont
suppliers change their selling prices frequentlyeisponse to market trends, including industry-vimdeeases in demand,
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and because we do not have contracts with theqeisrg) we are susceptible to price fluctuatioratesl to raw materials and component
we are unable to pass component price increasag &oour end customers or maintain stable pricing, gross margins could be adver
affected and our business, financial conditionyitef operations and prospects could suffer.

Because we depend on thirgharty manufacturers to build our products, we are sisceptible to manufacturing delays and pricin
fluctuations that could prevent us from shipping eml-customer orders on time, if at all, or on a coseéffective basis, which may result i
the loss of sales and end customers.

We depend on thirgarty contract manufacturers, primarily Jabil Cit@nd Foxconn, as our sole source manufacturersuioproduc
lines. A significant portion of our cost of revencensists of payments to these third-party contmeemufacturers. Our reliance on these thirc
party contract manufacturers reduces our contrer dke manufacturing process, quality assuranaajyst costs and product supply
timing, which exposes us to risk. To the extent thar products are manufactured at facilities inefgn countries, we may be subjec
additional risks associated with complying withdbcules and regulations in those jurisdictionswéf fail to manage our relationships with
third-party manufacturers effectively, or if thethgrd-party manufacturers experience delays, disruptanguality control problems in th
operations, this could severely impair our abilayfulfill orders on time, if at all, or on a costfective basis.

Our reliance on contract manufacturers also yidtdspotential for their infringement of third paitytellectual property rights in t
manufacturing of our products or misappropriatiéroor intellectual property rights in the manufaatg of other customergroducts. If wi
are unable to manage our relationships with oud{party contract manufacturers effectively, othiése thirdearty manufacturers suffer del:
or disruptions for any reason, experience increasamufacturing lead times, capacity constraintsqoality control problems in the
manufacturing operations or fail to meet our futtegquirements for timely delivery, our ability thig products to our end customers wouli
severely impaired, and our business, financial ¢t results of operations and prospects woulddreously harmed.

Our contract manufacturers typically fulfill our pply requirements on the basis of individual ordéi&e do not have lontprm
contracts with our thirgharty manufacturers that guarantee capacity, théreation of particular pricing terms or the exgem of credit limits
Accordingly, they are not obligated to continudutfill our supply requirements, which could resirtsupply shortages, and the prices we
charged for manufacturing services could be in@@am short notice. For example, a competitor cplade large orders with the thipdty
manufacturer, thereby utilizing all or substanyiall of such third-party manufacturercapacity and leaving the manufacturer little o
capacity to fulfill our individual orders withoutipe increases or delays, or at all. Our contrétit wne of our contract manufacturers perm
to terminate the agreement for convenience, sulbgeptior notice requirements. We may not be ablédvelop alternate or second cont
manufacturers in a timely manner. If we are regligechange contract manufacturers, our abilityneet our scheduled product deliverie
our end customers could be adversely affected,iwtneild cause the loss of sales to existing ornialeend customers, delayed revenue «
increase in our costs which could adversely aftestgross margins. The addition of contract martufacs or manufacturing locations ¢
would increase the complexity of our supply chaianagement. Any production interruptions or dismupti for any reason, such as a na
disaster, epidemic, capacity shortages, adversdtsesom intellectual property litigation or quigliproblems, at one of our manufactui
partners would adversely affect sales of our prodimes manufactured by that manufacturing partsed adversely affect our busine
financial condition, results of operations and pexgs.

If we are unable to increase market awareness of oaompany and our products, our revenue may not cainue to grow or may decline.

We have not yet established broad market awaresfesar products and services. Market awarenessupfvalue proposition ai
products and services will be essential to ourinaetd growth and our success, particularly for $leevice provider and large enterp
markets. If our marketing efforts are unsuccessiutreating market awareness of our company andpooducts and services, then
business, financial condition, results of operagiand prospects will be adversely affected, anavikaot be able to achieve sustained growth.

The sales prices of our products and services mayedrease, which may reduce our gross profits and adssely affect our results ¢
operations.

The sales prices for our products and servicesdralmne for a variety of reasons, including competipricing pressures, discount
change in our mix of products and services, thedhtction of new products and services by us oolyycompetitors, promotional prograi
product and related warranty costs or broader neaommomic factors. In addition, we have provided] amy in the future provide, prici
discounts to large end customers, which may resuibwer margins for the period in which such sabesur. Our gross margins may ¢
fluctuate as a result of the timing of such satelatge end customers.

We have experienced declines in sales prices forpooducts, including our 10 Gigabit Ethernet madulnd fixed switche
Competition continues to increase in the marketrsads in which we participate, and we expect coitipetto further increase in the futu
thereby leading to increased pricing pressuresgdracompetitors with more diverse product and sendfferings may reduce the price
products and services that compete with ours or loualle them with other products and services. #altklly, although we price our produ
worldwide in U.S. dollars, currency fluctuations éertain countries and regions may adversely affettial prices that partners and
customers are willing to pay in those countries mgions. Furthermore, we anticipate that the gaiegs and
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gross profits for our products will decrease overdpict life cycles. Decreased sales prices for r@agon may reduce our gross profits
adversely affect our result of operations.

Seasonality may cause fluctuations in our revenuend results of operations.

We operate on a December 31 year end and beli@tethtre are significant seasonal factors which weyse sequential prod
revenue growth to be greater for the second andhfajuarters of our year than our first and thitchders. We believe that this season
results from a number of factors, including the qurement, budgeting and deployment cycles of manguo end customers. Our ra
historical growth may have reduced the impact aseeal or cyclical factors that might have influethour business to date. As our increg
size causes our growth rate to slow, seasonalaicaj/variations in our operations may become npmmounced over time and may materi
affect our business, financial condition, resuftserations and prospects.

If we are unable to hire, retain, train and motivaie qualified personnel and senior management, our Isiness, financial condition, result
of operations and prospects could suffer.

Our future success depends, in part, on our alititgontinue to attract and retain highly skilleergpnnel, particularly softwe
engineering and sales personnel. Competition fgilhiskilled personnel is often intense, especiallyhe San Francisco Bay Area where
have a substantial presence and need for highliegkpersonnel. Many of the companies with which eeenpete for experienced persot
have greater resources than we have to provide mtbractive compensation packages and other ameeniResearch and developn
personnel are aggressively recruited by startupeanerging growth companies, which are especiafliv@in many of the technical areas
geographic regions in which we conduct product tigraent. In addition, in making employment decisioparticularly in the higtechnolog
industry, job candidates often consider the valti¢he stockbased compensation they are to receive in conmeetith their employmer
Declines in the market price of our stock couldexdely affect our ability to attract, motivate etain key employees. If we are unable to at
or retain qualified personnel, or if there are gslén hiring required personnel, our business,rfaia condition, results of operations
prospects may be seriously harmed.

Also, to the extent we hire personnel from compsdit we may be subject to allegations that suckgoerel has been imprope
solicited, that such personnel has divulged prégmyeor other confidential information or that fagmemployers own certain inventions or o
work product. Such claims could result in litigatidPlease see “We may become involved in litigation that may metigr adversely affe
us.”

Our future performance also depends on the cordiseevices and continuing contributions of our semanagement to execute
business plan and to identify and pursue new oppities and product innovations. Our employmenrargements with our employees do
require that they continue to work for us for apgdfied period, and therefore, they could termértaeir employment with us at any time.
loss of our key personnel, including Jayshree Ulhalr Chief Executive Officer, Andy Bechtolsheimyrd=ounder and Chief Developm
Officer, and Kenneth Duda, our Founder, Chief Tetbgy Officer and SVP Software Engineering or ottrambers of our senior managen
team, sales and marketing team or engineering teaamy difficulty attracting or retaining otherghily qualified personnel in the future, co
significantly delay or prevent the achievement of development and strategic objectives, which @d@aversely affect our business, finar
condition, results of operations and prospects.

We are subject to a number of risks associated witthe expansion of our international sales and opeti@ns.

Our ability to grow our business and our futurecass will depend to a significant extent on outitghio expand our operations &
customer base worldwide. We have a limited histdrgnarketing, selling and supporting our productd aervices internationally. Operating
a global marketplace, we are subject to risks aswatwith having an international reach and rezunts such as compliance with applic
anticorruption laws.

One such applicable anticorruption law is the Wr&eign Corrupt Practices Act, or FCPA, which gefigmprohibits U.S. compani
and its employees and intermediaries from makingugd payments to foreign officials for the purpasieobtaining or keeping busine
securing an advantage and directing business tihv@n@nd requires companies to maintain accu@&sand records and a system of inte
accounting controls. Under the FCPA, U.S. compamiag be held liable for the corrupt actions takgrdivectors, officers, employees, age
or other strategic or local partners or represes@st As such, if we or our intermediaries failcmmply with the requirements of the FCP/
similar legislation, governmental authorities ie tH.S. and elsewhere could seek to impose civilarmtiminal fines and penalties which ca
have a material adverse effect on our businessytsesf operations and financial conditions. We ararently in the early stages
implementing an anticorruption compliance progrdailure to comply with anti-corruption and abtibery laws, such as the FCPA and
United Kingdom Bribery Act of 2010, or the Unitedngdom Bribery Act, and similar laws associatedwatir activities outside the U.S., co
subject us to penalties and other adverse conseegsiekVe intend to increase our international sates business and, as such, the ris
violating laws such as the FCPA and United Kingd®miitbery Act increases.

Additionally, as a result of our international reaeve must hire and train experienced personneitaéf and manage our forei
operations. To the extent that we experience diffies in recruiting, training, managing and retiagnan international staff, and specific:
staff related to sales management and sales p&isoveamay experience difficulties in sales produist in foreign markets. We also enter i
strategic distributor and reseller relationshipthveiompanies in certain international markets whvegedo not have a local presence. If we
not able to maintain successful strategic distobutlationships internationally or to recruit dilshhal companies to enter into strate
distributor relationships, our future success #sthinternational markets could be limited. Busin@actices in the
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international markets that we serve may differ fritvose in the U.S. and may require us in the futar@clude terms other than our stanc
terms in end-customer contracts, although to datgenerally have not done so. To the extent thanaie enter into endustomer contracts
the future that include nostandard terms related to payment, warranties idoqmeance obligations, our results of operationy iba adverse
affected.

Additionally, our international sales and operasi@ne subject to a number of risks, including tilWwing:

« greater difficulty in enforcing contracts and acetaureceivable collection and longer collectioniqés

* increased expenses incurred in establishing andtaiaing our international operatio

« fluctuations in exchange rates between the U.Saidahd foreign currencies where we do busi

» greater difficulty and costs in recruiting locapexienced personn

» wage inflation in certain growing econom

» general economic and political conditions in thieseign market:

» economic uncertainty around the world as a redidbeereign debt issut

* communication and integration problems resultimgrfrcultural and geographic dispers

» limitations on our ability to access cash resoungesir international operatiot

» ability to establish necessary business relatigussand to comply with local business requirem

» risks associated with trade restrictions and fordagal requirements, including the importationitifieation and localization of o
products required in foreign countries;

» greater risk of unexpected changes in regulataagtimes, tariffs and tax laws and trea

» the uncertainty of protection for intellectual peoty rights in some countrie

» greater risk of a failure of foreign employees ¢onply with both U.S. and foreign laws, includingtitmst regulations, the FCPA a
any trade regulations ensuring fair trade practiaed

» heightened risk of unfair or corrupt business pecastin certain geographies and of improper ordwent sales arrangements that
impact financial results and result in restatemeftsr irregularities in, financial statements.

These and other factors could harm our ability donduture international revenue and, consequentiterially affect our busine:
financial condition, results of operations and pexgs. Expanding our existing international operatiand entering into additional internatic
markets will require significant management atmmtand financial commitments. Our failure to susbd@y manage our internatior
operations and the associated risks effectivelydctmit our future growth or materially adversefffect our business, financial conditi
results of operations and prospects.

Our ability to sell our products is highly dependen on the quality of our support and services offergs, and our failure to offer high-
quality support and services could have a materiabdverse effect on our business, financial conditiorresults of operations an
prospects.

Once our products are deployed within our end eoste’ networks, our end customers depend on our suppgahniation and ol
channel partners to resolve any issues relatingutoproducts. Highlguality support is critical for the successful netikg and sale of o
products. If we or our channel partners do notsassir end customers in deploying our productscéffely, do not succeed in helping our
customers resolve podeployment issues quickly or do not provide adegwaigoing support, it could adversely affect ouititghto sell oul
products to existing end customers and could hammreputation with potential end customers. In &ddj as we expand our operati
internationally, our support organization will fae&ditional challenges, including those associatéth delivering support, training a
documentation in languages other than English.f@ilure or the failure of our channel partners taimain highguality support and servic
could have a material adverse effect on our busjrfemncial condition, results of operations anospects.

We may become involved in litigation that may mateally adversely affect us.

From time to time, we may become involved in vasidegal proceedings relating to matters incidettt¢he ordinary course of ¢
business, including patent, copyright, commergiedduct liability, employment, class action, whatlower and other litigation and claims,
governmental and other regulatory investigationd proceedings. Such matters can be time-consurdingrt managemert’ attention ar
resources, cause us to incur significant expenséalility and/or require us to change our busmpsactices. Because of the potential r
expenses and uncertainties of litigation, we maynftime to time, settle disputes, even where weehaeritorious claims or defenses,
agreeing to settlement agreements. Because ldigadiinherently unpredictable, we cannot assurethat the results of any of these act
will not have a material adverse effect on our bess, financial condition, results of operationd prospects.

For more information regarding the litigation in st we are currently involved, see Part |, Itenof3;Legal Proceedings,” in this
Annual Report on Form 10-K.

Adverse economic conditions or reduced informationtechnology and network infrastructure spending mayadversely affect ou
business, financial condition, results of operatiomand prospects.

Our business depends on the overall demand formration technology, network connectivity and accesslata and applicatior
Weak domestic or global economic conditions, faardicipation of such conditions or a reductionnformation technology and
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network infrastructure spending even if economiaditions improve, could adversely affect our bus@efinancial condition, results
operations and prospects in a number of ways, dimedulonger sales cycles, lower prices for our piad and services, higher default r
among our distributors, reduced unit sales and laweno growth. For example, the ongoing debt cameén many countries in Europe h
caused, and are likely to continue to cause, uaiceyt and instability in local economies and inlgdbfinancial markets, particularly if a
future sovereign debt defaults or significant bdakures or defaults occur. Market uncertainty anstability in Europe could intensify
spread further, particularly if ongoing stabilizatiefforts prove insufficient. Concerns have besred as to the financial, political and I
ineffectiveness of measures taken to date. Comiinair worsening economic instability in Europe aldewhere could adversely aff
spending for IT, network infrastructure, systemd #&pls. Continued turmoil in the geopolitical emmviment in many parts of the world n
also affect the overall demand for our productgshéligh we do not believe that our business, firnmbndition, results of operations
prospects have been significantly adversely aftebte economic and political uncertainty in Euromel ather countries, deterioration of s
conditions may harm our business, financial coadijtiresults of operations and prospects in therdutA prolonged period of econor
uncertainty or a downturn may also significantlfeat financing markets, the availability of capitaid the terms and conditions of finant
arrangements, including the overall cost of finagcks well as the financial health or creditwortisi; of our end customers. Circumstances
arise in which we need, or desire, to raise adticapital, and such capital may not be availableommercially reasonable terms, or at all.

Assertions by third parties of infringement or othe violations by us of their intellectual property rights, or other lawsuits asserte
against us, could result in significant costs andubstantially harm our business, financial condition results of operations and prospects.

Patent and other intellectual property disputescaramon in the network infrastructure industry drae resulted in protracted ¢
expensive litigation for many companies. Many conips in the network infrastructure industry, inéhgl our competitors and other th
parties, as well as ngmracticing entities, own large numbers of patectgyrights, trademarks and trade secrets, which ey use to assi
claims of patent infringement, misappropriatiorotirer violations of intellectual property rightsaagst us. From time to time, they have or |
in the future also assert such claims against useond customers or channel partners whom we tipicademnify against claims that c
products infringe, misappropriate or otherwise atelthe intellectual property rights of third pesti

As the number of products and competitors in ourketaincreases and overlaps occur, claims of iggment, misappropriation a
other violations of intellectual property rights ynancrease. Any claim of infringement, misapprotica or other violations of intellectt
property rights by a third party, even those withmerit, could cause us to incur substantial cdsfending against the claim, distract
management from our business and require us te aesesof such intellectual property. In additiomms claims for patent infringement n
relate to subcomponents that we purchase from partes. If these third parties are unable or iimgito indemnify us for these claims,
could be substantially harmed.

The patent portfolios of most of our competitors Erger than ours. This disparity may increaseigiethat our competitors may ¢«
us for patent infringement and may limit our ailib counterclaim for patent infringement or setlieough patent crod&enses. In additio
future assertions of patent rights by third parteesd any resulting litigation, may involve patémtiding companies or other adverse pz
owners who have no relevant product revenue anidstgahom our own patents may therefore providkeliir no deterrence or protection.
cannot assure you that we are not infringing oentiise violating any third-party intellectual preperights.

The thirdparty asserters of intellectual property claims rhayunreasonable in their demands, or may simgiseeto settle, whic
could lead to expensive settlement payments, pgeldrperiods of litigation and related expensesijtiatdl burdens on employees or of
resources, distraction from our business, supplyEtges and lost sales.

An adverse outcome of a dispute (including thosesldts described in Part |, Item 3 of “Legal Pratiegs”) may require us to pi
substantial damages including treble damages dinedound to have willfully infringed a third partypatents; cease making, licensing or L
solutions that are alleged to infringe or misappiedp the intellectual property of others; expeddifonal development resources to attem
redesign our products or services or otherwise eéeelbp noninfringing technology, which may not be successkiiter into potential
unfavorable royalty or license agreements in otdabtain the right to use necessary technologiéstellectual property rights; and indemr
our partners and other third parties. Any damagesyalty obligations we may become subject to assalt of an adverse outcome, and
third-party indemnity we may need to provide, could hawum business, financial condition, results of ofieres and prospects. Royalty
licensing agreements, if required or desirable, fayunavailable on terms acceptable to us, orlatatl may require significant roya
payments and other expenditures. Further, thelitiésor no information publicly available concémg market or fair values for license fe
which can lead to overpayment of license or settleinfiees. In addition, some licenses may beaartdsive, and therefore our competitors
have access to the same technology licensed Buggliers subject to thirdarty intellectual property claims also may choosde forced t
discontinue or alter their arrangements with ushwitle or no advance notice to us. Any of thesents could seriously harm our busin
financial condition, results of operations and pexgs.

For more information regarding the intellectual ety disputes in which we are currently involvede Part I, Iltem 3 ofl'ega
Proceedings,” in this Annual Report on Form 10-K.
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Our standard sales contracts contain indemnificatia provisions requiring us to defend our end custonts against third-party claims,
including against infringement of certain intellecual property rights, that could expose us to lossewhich could seriously harm ou
business, financial conditions, results of operatits and prospects.

Under the indemnification provisions of our stamtlaales contracts, we agree to defend our endroessoagainst thirgharty claim:
asserting infringement of certain intellectual prdp rights, which may include patents, copyrighitademarks or trade secrets, and to
judgments entered on such claims. Our exposureruhdse indemnification provisions is frequentiyilied to the total amount paid by our
customer under the agreement. However, certaineaggets include indemnification provisions that dopbtentially expose us to losse:
excess of the amount received under the agreemant.of these events, including claims for indenudfion, could seriously harm ¢
business, financial condition, results of operatiand prospects.

If we are unable to protect our intellectual propety rights, our competitive position could be harmedor we could be required to incu
significant expenses to enforce our rights.

We depend on our ability to protect our proprietseghnology. We rely on trade secret, patent, dgpyrand trademark laws a
confidentiality agreements with employees and thadies, all of which offer only limited protectio

The process of obtaining patent protection is egpenand timesonsuming, and we may not be able to prosecutaeaikssary i
desirable patent applications at a reasonableocasta timely manner. We may choose not to seédrparotection for certain innovations i
may choose not to pursue patent protection in icejaaisdictions. Further, we do not know whethay af our pending patent applications
result in the issuance of patents or whether tlaenéxation process will require us to narrow ouimaka To the extent that additional patents
issued from our patent applications, which is retain, they may be contested, circumvented orliciated in the future. Moreover, the rig
granted under any issued patents may not provideitlns proprietary protection or competitive advages, and, as with any technolc
competitors may be able to develop similar or sigpgechnologies to our own now or in the futune.alddition, we rely on confidentiality
license agreements with third parties in connectiith their use of our products and technology. réhis no guarantee that such parties
abide by the terms of such agreements or that \Wéevable to adequately enforce our rights, irt pacause we rely on “shrink-wrafitense
in some instances.

We have not registered our trademarks in all ggggcamarkets. Failure to secure those registrationsgd adversely affect our abil
to enforce and defend our trademark rights andtresindemnification claims. Further, any claim iofringement by a third party, even th
claims without merit, could cause us to incur sabgal costs defending against such claim, coulertlimanagement attention from
business and could require us to cease use ofisiatlectual property in certain geographic markets

Despite our efforts, the steps we have taken teept@ur proprietary rights may not be adequateréziude misappropriation of ¢
proprietary information or infringement of our ifiestual property rights, and our ability to poliseach misappropriation or infringemen
uncertain, particularly in countries outside of theited States.

Detecting and protecting against the unauthorizedaf our products, technology and proprietarytsdgs expensive, difficult and,
some cases, impossible. Litigation may be necedsahe future to enforce or defend our intelletfur@perty rights, to protect our trade sec
or to determine the validity and scope of the piedpry rights of others. Such litigation could riésn substantial costs and diversior
management resources, either of which could harmbosiness, financial condition, results of operadi and prospects, and there it
guarantee that we would be successful. Furthernmagy of our current and potential competitors heénee ability to dedicate substantic
greater resources to protecting their technologptetlectual property rights than we do. Accordinglespite our efforts, we may not be abl
prevent third parties from infringing upon or mipappriating our intellectual property, which coulgsult in a substantial loss of our ma
share.

We rely on the availability of licenses to third-paty software and other intellectual property.

Many of our products and services include softwar@ther intellectual property licensed from thpdrties, and we otherwise |
software and other intellectual property licenseuh third parties in our business. This exposew usks over which we may have little or
control. For example, a licensor may have diffi@dtkeeping up with technological changes or may Stupporting the software or ot
intellectual property that it licenses to us. Algayill be necessary in the future to renew licensexpand the scope of existing licenses or
new licenses, relating to various aspects of theducts and services or otherwise relating to lsiness, which may result in incree
license fees. These licenses may not be availabieoeptable terms, if at all. In addition, a thpatty may assert that we or our end custo
are in breach of the terms of a license, which dioaimong other things, give such third party tightrito terminate a license or seek dam
from us, or both. The inability to obtain or maintaertain licenses or other rights or to obtaim@intain such licenses or rights on favor
terms, or the need to engage in litigation regaydirese matters, could result in delays in releas@soducts and services and could other
disrupt our business, until equivalent technologg be identified, licensed or developed, if atatid integrated into our products and sen
or otherwise in the conduct of our business. Moegothe inclusion in our products and servicesaftware or other intellectual prope
licensed from third parties on a nonexclusive basy limit our ability to differentiate our prodwsctrom those of our competitors. Any of th
events could have a material adverse effect omuasiness, financial condition, results of operatiand prospects.
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Our products contain third- party open source software components, and failure comply with the terms of the underlying open sorce
software licenses could restrict our ability to sélour products.

Our products contain software modules licensedstbyuthird-party authors under “open sourtieénses. Use and distribution of o)
source software may entail greater risks than dsthicd-party commercial software, as open source licengergerally do not provi
warranties or other contractual protections regaydnfringement claims or the quality of the cod®&ome open source licenses cor
requirements that we make available source codendlifications or derivative works we create baspdn the type of open source softw
that we use. If we combine our software with opeurse software in a certain manner, we could, ucddain open source licenses, be req!
to release portions of the source code of our so#vio the public. This would allow our competitdoscreate similar products with lov
development effort and time and ultimately coulsutein a loss of product sales for us.

Although we monitor our use of open source softwaravoid subjecting our products to conditions deenot intend, the terms
many open source licenses have not been interpi®ted.S. courts, and these licenses could be agettin a way that could impc
unanticipated conditions or restrictions on ourigbto commercialize our products. Moreover, wenigat assure you that our processe:
controlling our use of open source software in products will be effective. If we are held to haweached the terms of an open so
software license, we could be required to seeln$ies from third parties to continue offering oundarcts on terms that are not economit
feasible, to re-engineer our products, to discamtithe sale of our products if eegineering could not be accomplished on a timakidor t
make generally available, in source code form, mnaprietary code, any of which could adversely @ffeur business, financial conditi
results of operations and prospects.

Sales of our 7000 Series of switches generate mo$tour product revenue, and if we are unable to cdinue to grow sales of thes
products, our business, financial condition, resuft of operations and prospects will suffer.

Historically, we have derived substantially all mir product revenue from sales of our 7000 Serfesaitches, and we expect
continue to do so for the foreseeable future. Aidedn the price of these products and relatedises, or our inability to increase sales of tl
products, would harm our business, financial caodjtresults of operations and prospects more g&sidhan if we derived significant revet
from a larger variety of product lines and servic@sr future financial performance will also depambn successfully developing and sel
nextgeneration versions of our 7000 Series of switctiese fail to deliver new products, new features,new releases that end custor
want and that allow us to maintain leadership iratmhill continue to be a competitive market envirant, our business, financial conditi
results of operations and prospects will be harmed.

We expect our gross margins to vary over time andtbe adversely affected by numerous factors.
We expect our gross margins to vary over time arfietaffected by numerous factors, including:

» changes in endustomer or product mix, including mix of configtioms within each product grot

* introduction of new products, including produsafish priceperformance advantag

» our ability to reduce production cos

e entry into new markets or growth in lower marginrkegds

e entry in markets with different pricing and costustures

e  pricing discountt

e increases in material, labor or other manufaogdrelated costs, which could be significant espegialliring periods of supp
constraints;

e excess inventory and inventory holding char

» obsolescence charg

» changes in shipment volun

» the timing of revenue recognition and revenue defe

» increased cost, loss of cost savings or dilutiosadfings due to changes in component pricing orgesaincurred due to inventc
holding periods if parts ordering does not corseatiticipate product demand or if the financialltteaf either contract manufactur
or suppliers deteriorates;

» lower than expected benefits from value engineg

e increased price competitic

» changes in distribution chann

» increased warranty costs; i

» how well we execute our strategy and operatings

To remain competitive, we must successfully manageoduct introductions and transitions.

The success of new product introductions depends mmmber of factors including, but not limited timely and successful prod
development, market acceptance, our ability to marthe risks associated with new product produatiompup issues, the availability of ni
merchant silicon chips, the effective managemenpufithase commitments and inventory in line withicgpated product demand, 1
availability of products in appropriate quantiteesd costs to meet anticipated demand, and thehégknew products may have quality or o
defects or deficiencies in the early stages ofothiction. Accordingly, we cannot determine in adehe ultimate effect of new prod
introductions and transitions on our business asdlts of operations.
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Our sales cycles can be long and unpredictable, aralr sales efforts require considerable time and g@ense. As a result, our sales ai
revenue are difficult to predict and may vary subsantially from period to period, which may cause ourresults of operations to fluctuat
significantly.

The timing of our sales and revenue recognitiodifiscult to predict because of the length and wdictability of our productssale:
cycles. A sales cycle is the period between init@mttact with a prospective end customer and afleycfaour products. Endustomer orde
often involve the purchase of multiple productse3é orders are complex and difficult to completealbise prospective end customers gene
consider a number of factors over an extended gefdime before committing to purchase the proglaetd solutions we sell. End custorr
especially in the case of our large end custonwdtsn view the purchase of our products as a saarit and strategic decision and req
considerable time to evaluate, test and qualifypsaducts prior to making a purchase decision dadimg an order. The length of time that
customers devote to their evaluation, contract tiation and budgeting processes varies signifiga@ur productssales cycles can be leng
in certain cases, especially with respect to oasjpective large end customers. During the salde cye expend significant time and mone!
sales and marketing activities and make investmienévaluation equipment, all of which lower oureogting margins, particularly if no s
occurs. Even if an end customer decides to purchasg@roducts, there are many factors affectingtittnéng of our recognition of revent
which makes our revenue difficult to forecast. Bxample, there may be unexpected delays in an astbroers internal procureme
processes, particularly for some of our larger emstomers for which our products represent a verglispercentage of their total procuren
activity. There are many other factors specifienal customers that contribute to the timing ofrtperchases and the variability of our reve
recognition, including the strategic importanceagfarticular project to an end customer, budgetanstraints and changes in their personnel.

Even after an end customer makes a purchase, ieeyebe circumstances or terms relating to the @sehhat delay our ability
recognize revenue from that purchase. For exarntipdesale of our products may be subject to acceptesting. In addition, the significal
and timing of our product enhancements, and thedottion of new products by our competitors, mksp affect end customerpurchase:
For all of these reasons, it is difficult to pradichether a sale will be completed, the particplariod in which a sale will be completed or
period in which revenue from a sale will be recagui If our sales cycles lengthen, our revenuedcbal lower than expected, which wc
have an adverse effect on our business, finaneiaition, results of operations and prospects.

Our business depends on end customers renewing theiaintenance and support contracts. Any decline ilTaintenance renewals coul
harm our future business, financial condition, resits of operations and prospects.

We typically sell our products with maintenance aogport as part of the initial purchase, and aiqguoiof our annual revenue con
from renewals of maintenance and support contr&s.end customers have no obligation to renewr tin@intenance and support contr
after the expiration of the initial period, andyheay elect not to renew their maintenance and atgontracts, to renew their maintenance
support contracts at lower prices through altemeathannel partners or to reduce the product oyantider their maintenance and sup
contracts, thereby reducing our future revenue fneantenance and support contracts. If our encbousts, especially our large end custon
do not renew their maintenance and support costiacif they renew them on terms that are lessrible to us, our revenue may decline
our business, financial condition, results of ofiers and prospects will suffer.

Industry consolidation may lead to increased compéton and may harm our business, financial conditia, results of operations an
prospects.

Most of our competitors have made acquisitions @nbAve entered into or extended partnerships lwerattrategic relationships
offer more comprehensive product lines, includitmud networking solutions. For example, in the fest years alone Dell acquired Force
IBM acquired Blade Network Technology, Hewlett Packacquired 3Com, Brocade acquired Foundry Netsyahliniper acquired Contrail €
VMware acquired Nicira.

Moreover, large system vendors are increasinglkisgeo deliver top-tdsottom cloud networking solutions to end custorntaes
combine cloud-focused hardware and software solstio provide an alternative to our products.

We expect this trend to continue as companies attearstrengthen their market positions in an evmgiindustry and as companies
acquired or are unable to continue operations. Goieg that are strategic alliance partners in samas of our business may acquire or -
alliances with our competitors, thereby reducingirtihusiness with us. Industry consolidation magulein stronger competitors that are be
able to compete with us, including any competithvat seek to become sole source vendors for engmess. This could lead to me
variability in our results of operations and cohlave a material adverse effect on our businesandial condition, results of operations
prospects.

Our business is subject to the risks of warranty @ims, product returns, product liability and product defects.

Our products are very complex and despite testimy po their release, they have contained and pwaytain undetected defects
errors, especially when first introduced or whew nersions are released. Product defects or ecoursl affect the performance of our prod
and could delay the development or release of medytts or new versions of products, adverselycaffer reputation and our end customer:
willingness to buy products from us and adverségca market acceptance or perception of our prtsluReal or perceived errors, failure:
bugs in our products could cause us to lose revenugarket share, increase our service costs, asieincur substantial costs in redesig
the products, cause us to lose significant endsowsts, subject us to liability for damages and
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divert our resources from other tasks, any one lutkcould materially and adversely affect our hass, results of operations and finar
condition.

Additionally, real or perceived errors, failures lmrgs in our products could result in claims by endtomers for losses that tl
sustain. If end customers make these types of slaira may be required, or may choose, for emstomer relations or other reasons, to ex
additional resources in order to address the pnobl¥e may also be required to repair or replacd swoducts or provide a refund for
purchase price for such products. Liability prowis in our standard terms and conditions of sald,those of our resellers and distribut
may not be enforceable under some circumstancempmot fully or effectively protect us from ewdstomer claims and related liabilities
costs, including indemnification obligations unaer agreements with end customers, resellers atdhditors. The sale and support of
products also entail the risk of product liabilthaims. We maintain insurance to protect againdgagetypes of claims associated with the
of our products, but our insurance coverage maydetjuately cover any such claims. In additionneslaims that ultimately are unsucces
could result in expenditures of funds in connectigth litigation and divert management’s time arides resources.

In addition to our own direct sales force, we relyon distributors, systems integrators and valueadded resellers to sell our products, ar
our failure to effectively develop, manage or prevwa disruptions to our distribution channels and the processes and procedures th
support them could cause a reduction in the numbeof end customers of our products.

Our future success is highly dependent upon maimigiour relationships with distributors, systemsegrators and valuadder
resellers and establishing additional sales chamteionships. We anticipate that sales of oudpaots to a limited number of channel part
will continue to account for a material portion air total product revenue for the foreseeable &t\¥e provide our channel partners \
specific training and programs to assist them Ilingeour products, but these steps may not bectffe. In addition, our channel partners 1
be unsuccessful in marketing, selling and suppgmitr products and services. If we are unable ¥eldp and maintain effective sales incer
programs for our channel partners, we may not le tabincentivize these partners to sell our praesltic end customers. These partners
have incentives to promote our competitgedducts to the detriment of our own or may ceaskng our products altogether. One of
channel partners could elect to consolidate orrénte a strategic partnership with one of our cetitprs, which could reduce or eliminate
future opportunities with that channel partner. @greements with our channel partners may gendoellierminated for any reason by ei
party with advance notice. We may be unable tdndteese channel partners or secure additionatglacement channel partners. The lo:
one or more of our significant channel partnersimes extensive training, and any new or expaneééationship with a channel partner r
take several months or more to achieve productivity

Where we rely on the channel partners for salesioproducts, we may have little or no contact wlith ultimate users of our prodt
that purchase through such channel partners, thenalking it more difficult for us to establish bchawareness, ensure proper delivery
installation of our products, service ongoing endtomer requirements, estimate end-customer dewrashdespond to evolving ermiistome
needs. In addition, our channel partner saleststreicould subject us to lawsuits, potential lidpiand reputational harm if, for example, an
our channel partners misrepresent the functionafityur products or services to end customerstdadomply with their contractual obligatic
or violate laws or our corporate policies. If wé fa effectively manage our existing sales chasnet if our channel partners are unsucce
in fulfilling the orders for our products, if weeaunable to enter into arrangements with, andrretaufficient number of, highuality channe
partners in each of the regions in which we saldpcts and keep them motivated to sell our prodwets ability to sell our products and
business, financial condition, results of operatiand prospects will be harmed.

A portion of our revenue is generated by sales toogernment entities, which are subject to a numberfachallenges and risks.

We anticipate increasing our sales efforts to ldrfél foreign, federal, state and local governmeamdlcustomers in the future. Sale
government entities are subject to a number oriSklling to government entities can be highly petitive, expensive and time consum
often requiring significant upfront time and expenmgthout any assurance that these efforts willegate a sale. The substantial majority of
sales to date to government entities have been imdifectly through our channel partners. Governneemtification requirements for produ
like ours may change and, in doing so, restrict aitity to sell into the government sector untie vave attained revised certificatic
Government demand and payment for our productssandces may be affected by public sector budgeatacies and funding authorizatio
with funding reductions or delays adversely affegtpublic sector demand for our products and sesviGGovernment entities may h
statutory, contractual or other legal rights tortiate contracts with our distributors and resslfer convenience or due to a default, and
such termination may adversely impact our futursimess, financial condition, results of operatiamsl prospects. Selling to governn
entities may also require us to comply with varioggulations that are not applicable to sales tegmernment entities, including regulati
that may relate to pricing, classified material aticer matters. Complying with such regulations raksp require us to put in place controls
procedures to monitor compliance with the applieaig@gulations that may be costly or not possible. ake not currently certified to perfa
work under classified contracts with governmenttiest Failure to comply with any such regulaticcmuld adversely affect our busine
prospects, results of operations and financial itiomd Governments routinely investigate and augivernment contractorsidministrativi
processes, and any unfavorable audit could resulteé government ceasing to buy our products andces, a reduction of revenue, fine:
civil or criminal liability if the audit uncoversyiproper or illegal activities, any of which coulctarially adversely affect our business, finar
condition, results of operations and prospects. Ul government may require certain products ithatirchases to be manufactured in
U.S. and other relatively higtest manufacturing locations, and we may not mantufa all products in locations that meet theseireqents
Any
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of these and other circumstances could have a ialedeiverse effect on our business, financial cthonli results of operations and prospects.

Our products must interoperate with operating systens, software applications and hardware that is deveped by others, and if we ar
unable to devote the necessary resources to enstinat our products interoperate with such software ad hardware, we may lose or fa
to increase market share and experience a weakeninigmand for our products.

Generally, our products comprise only a part ofda&ga center and must interoperate with our entbmess’existing infrastructur
specifically their networks, servers, software amebrating systems, which may be manufactured byde wariety of vendors and origi
equipment manufacturers, or OEMs. Our products rastply with established industry standards in ptdeinteroperate with the serve
storage, software and other networking equipmerthéndata center such that all systems functioitieftly together. We depend on
vendors of servers and systems in a data centrgport prevailing industry standards. Often, themgdors are significantly larger and
influential in driving industry standards than we.aAlso, some industry standards may not be widelypted or implemented uniformly, ¢
competing standards may emerge that may be préfeyreur end customers.

In addition, when new or updated versions of thesféware operating systems or applications arevdiced, we must sometin
develop updated versions of our software so thatpooducts will interoperate properly. We may not@mplish these development effi
quickly, costeffectively or at all. These development effortquiee capital investment and the devotion of engiimg resources. If we fail
maintain compatibility with these systems and aggtions, our end customers may not be able to adelguutilize our products, and we n
lose or fail to increase market share and expegi@nweakening in demand for our products, amongr abnsequences, which would adver
affect our business, financial condition, resuftserations and prospects.

We are subject to governmental export and import cotrols that could impair our ability to compete in international markets or subject
us to liability if we violate these controls.

Our products may be subject to various export obtand because we incorporate encryption techgatdg certain of our produc
certain of our products may be exported from vegioauntries only with the required export licenséhsough an export license exceptior
we were to fail to comply with the applicable expaontrol laws, customs regulations, economic sanstor other applicable laws, we coulc
subject to monetary damages or the imposition sifictions which could be material to our businegserating results and prospects and ¢
also harm our reputation. Further, there could teinal penalties for knowing or willful violationsncluding incarceration for culpal
employees and managers. Obtaining the necessagytdiq@nse or other authorization for a particidate may be timeensuming and mi
result in the delay or loss of sales opportunitiesithermore, certain export control and econoraiecons laws prohibit the shipment
certain products, technology, software and sernvicemmbargoed countries and sanctioned governmemiities, and persons. Even thougt
take precautions to ensure that our channel part@mply with all relevant regulations, any faillmg our channel partners to comply with s
regulations could have negative consequences dimgueputational harm, government investigatioms penalties.

As our company grows we also continue developirugguures and controls to comply with export cordiradl other applicable lav
Historically, we have had some instances wherenaevertently have not fully complied with certakpert control laws, but we have disclo
them to, and implemented corrective actions whik,appropriate government agencies.

In addition, various countries regulate the impoftcertain encryption technology, including throughport permit and licen:
requirements, and have enacted laws that could diariability to distribute our products or couithit our end customersibility to implemer
our products in those countries. Any change in ex@oimport regulations, economic sanctions oatesd legislation, shift in the enforcemen
scope of existing regulations or change in the t@s) governments, persons or technologies tadlgeyesuch regulations could resul
decreased use of our products by, or in our deedeability to export or sell our products to, exigtor potential end customers w
international operations or create delays in theodtuction of our products into international maskeAny decreased use of our produci
limitation on our ability to export or sell our mhacts could adversely affect our business, findnoimdition, results of operations ¢
prospects.

Failure to comply with governmental laws and reguléions could harm our business, financial conditionresults of operations an
prospects.

Our business is subject to regulation by varioukeifal, state, local and foreign governmental agendncluding agencies respons
for monitoring and enforcing employment and latawd, workplace safety, product safety, environnidates, consumer protection laws, anti
bribery laws, import/export controls, federal sétes laws and tax laws and regulations. In cerfaiisdictions, these regulatory requiremi
may be more stringent than those in the UnitedeStdrom time to time, we may receive inquiriesrfreuch governmental agencies or we
make voluntary disclosures regarding our complianéth applicable governmental regulations or regmients relating to import/exp
controls, federal securities laws and tax laws eggllations which could lead to formal investigao Noncompliance with applical
government regulations or requirements could stihjet¢o sanctions, mandatory product recalls, eefoent actions, disgorgement of pro
fines, damages, civil and criminal penalties oufgtions. If any governmental sanctions are imppsedf we do not prevail in any possi
civil or criminal litigation, our business, finamati condition, results of operations and prospecisicc be materially adversely affected.
addition, responding to any action will likely rétsim a significant
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diversion of managemeumt'attention and resources and an increase in giofed fees. Enforcement actions and sanctionsdcbatm ou
business, financial condition, results of operatiand prospects.

We may invest in or acquire other businesses whichould require significant management attention, digipt our business, dilute
stockholder value and adversely affect our businesfinancial condition, results of operations and pospects.

As part of our business strategy, we have and mapirme to make investments in complementary comegarproducts
technologies which could involve licenses, addiioohannels of distribution, discount pricing omvéstments in or acquisitions of ot
companies. However, we do not have significant Bgpee in making investments in other companieshawe we made any acquisition:
date, and as a result, our ability as an orgawizdat evaluate and/or complete investments or agguid integrate other companies, produc
technologies in a successful manner is unprovenmale not be able to find suitable investment orgitjon candidates, and we may no
able to complete such investments or acquisitiandaworable terms, if at all. If we do complete éstments or acquisitions, we may
ultimately strengthen our competitive position ohigve our goals, and any investments or acquisitie complete could be viewed negati
by our end customers, investors and securitieysisal

In addition, investments and acquisitions may tesulunforeseen operating difficulties and expemdis. For example, if we ¢
unsuccessful at integrating any acquisitions aingtg key talent from those acquisitions, or thehnologies associated with such acquisit
into our company, the business, financial condjti@sults of operations and prospects of the coetbegompany could be adversely affec
Any integration process may require significanteiand resources, and we may not be able to mahageracess successfully. We may
successfully evaluate or utilize the acquired tetigy or personnel or accurately forecast the fimneffects of an acquisition transacti
including accounting charges. We may have to pah,dacur debt or issue equity securities to payafty such investment or acquisition, €
of which could adversely affect our financial caiah or the market price of our common stock. Thee ©f equity or issuance of deb:
finance any such acquisitions could result in @iutto our stockholders. The incurrence of indebéss$ would result in increased fi
obligations and could also include covenants oemtestrictions that would impede our ability tomage our operations. Moreover, if
investment or acquisition becomes impaired, we mayequired to take an impairment charge, whichdcaaversely affect our financ
condition or the market price of our common stock.

If we needed to raise additional capital to expanaur operations and invest in new products, our faiire to do so on favorable term
could reduce our ability to compete and could harmour business, financial condition, results of opei#ons and prospects.

We expect that our existing cash and cash equitslesil be sufficient to meet our anticipated cagleds for the foreseeable futur
we did need to raise additional funds to expandoparations and invest in new products, we maybeaible to obtain additional debt or eq
financing on favorable terms, if at all. If we misdditional equity financing, our stockholders negerience significant dilution of th
ownership interests, and the market price of omroon stock could decline. Furthermore, if we engageebt financing, the holders of si
debt would have priority over the holders of comnstock, and we may be required to accept termsrésatict our ability to incur additior
indebtedness or impose other restrictions on osiness. We may also be required to take otherractizat would otherwise be in the inter
of the debt holders, including maintaining spedifiiguidity or other ratios, any of which could haour business, financial condition, result
operations and prospects. If we need additionaitalagnd cannot raise it on acceptable terms, Hlatwe may not be able to, among o
things:

» evolve or enhance our products and serv

» continue to expand our sales and marketing anérelsand development organizatic
* acquire complementary technologies, products onkase:

» expand operations, in the U.S. or internation

e hire, train and retain employees

» respond to competitive pressures or unanticipatadkivwg capital requiremen

Ouir failure to do any of these things could seripbsrm our business, financial condition, resofteperations and prospects.

If our estimates or judgments relating to our critical accounting policies are based on assumptionsathchange or prove to be incorrec
our results of operations could fall below expecta&ins of securities analysts and investors, resultinin a decline in the market price ¢
our common stock.

The preparation of financial statements in conftymiith accounting principles generally acceptedhia United States of Ameri
requires management to make estimates and assmptiat affect the amounts reported in the conatil financial statements ¢
accompanying notes. We base our estimates onibatexperience and on various other assumpticatsvib believe to be reasonable unde
circumstances, as described in Part Il Iltem 7 oafisilgement’s Discussion and Analysis of Financialditan and Results of Operationgtie
results of which form the basis for making judgnsealbbout the carrying values of assets, liabilitexpjity, revenue and expenses that ar
readily apparent from other sources. Significasuagptions and estimates used in preparing our tidased financial statements include th
related to revenue recognition, stdzksed compensation, contract manufacturing liadsliand income taxes. If our assumptions changt
actual circumstances differ from those in our ag#tions, our results of operations may be adversdigcted and may fall below t
expectations of securities analysts and investessilting in a decline in the market price of oammon stock.
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We are exposed to the credit risk of our channel ptners and some of our end customers, which couldesult in material losses.

Most of our sales are on an open credit basis, stithdard payment terms of 30 days in the UnitateStand, because of local cust
or conditions, longer in some markets outside th®. UNe monitor individual endastomer payment capability in granting such opedlil
arrangements, seek to limit such open credit touantsowe believe the end customers can pay and anairgserves we believe are adequa
cover exposure for doubtful accounts. We are un#bleecognize revenue from shipments until theemtibn of those amounts becor
reasonably assured. Any significant delay or défiauhe collection of significant accounts recdileacould result in an increased need for |
obtain working capital from other sources, possiyworse terms than we could have negotiated ihag established such working caf
resources prior to such delays or defaults. Anyiigant default could adversely affect our resuwfsoperations and delay our ability
recognize revenue.

A material portion of our sales is derived througlr distributors, systems integrators and valdded resellers. Some of
distributors, systems integrators and veadaeled resellers may experience financial diffiesltiwhich could adversely affect our collectio
accounts receivable. Distributors tend to have ntionged financial resources than other systemegrdtors, valuadded resellers and ¢
customers. Distributors represent potential souoéscreased credit risk because they may beliledly to have the reserve resources reqt
to meet payment obligations. Our exposure to créghs of our channel partners may increase ifadhwannel partners and their end custol
are adversely affected by global or regional ecdnaunditions. One or more of these channel pastceuld delay payments or default
credit extended to them, either of which could mially adversely affect our business, financial dition, results of operations and prospects.

If we or our partners fail to comply with environmental requirements, our business, financial conditia, results of operations, prospec
and reputation could be adversely affected.

We and our partners, including our contract martufacs, are subject to various local, state, fddamd international environmen
laws and regulations, including laws governing tlagardous material content of our products and taleting to the collection, recycling &
disposal of electrical and electronic equipmentargles of these laws and regulations include thefggan Union, or EU, Restrictions on
use of Hazardous Substances Directive, or RoHSciliee and the EU Waste Electrical and Electronguiement Directive, or WEE
Directive, as well as the implementing legislatminthe EU member states. Similar laws and reguiatioave been passed or are pendil
China, South Korea, Norway and Japan and may betezhdn other regions, including in the U.S., and or our partners, including ¢
contract manufacturers, are, or may in the futeresbbject to these laws and regulations.

The EU RoHS Directive and the similar laws of otlisdictions limit the content of certain hazamdomaterials such as le
mercury and cadmium in the manufacture of eledtrgcpuipment, including our products. Our produatsrently comply with the Rok
Directive; however, if there are future changeshis directive, we may be required toergineer our products to use components comp
with these regulations. This exgineering and component substitution could réswtditional costs to us or disrupt our operagionlogistics

We are also subject to environmental laws and egigms governing the management and disposal @frlaas materials and was
Our failure, or the failure of our partners, indlugl our contract manufacturers, to comply with pasesent and future environmental I
could result in fines, penalties, third-party clainteduced sales of our products, substantial jgtothwentory writeeffs and reputation
damage, any of which could harm our business, ilzhcondition, results of operations and prospaats also expect that our business wil
affected by new environmental laws and regulat@mmsin ongoing basis applicable to us and our pastircluding our contract manufactur:
To date, our expenditures for environmental conmgkahave not had a material effect on our restiltgperations or cash flows. Although
cannot predict the future effect of such laws auiations, they will likely result in additional sts or require us to change the contel
manufacturing of our products, which could have aterial adverse effect on our business, financtaldaion, results of operations ¢
prospects.

We are exposed to fluctuations in currency exchangeates, which could adversely affect our busines$inancial condition, results o
operations and prospects.

Our sales contracts are primarily denominated i8. dollars, and therefore substantially all of oewenue is not subject to fore
currency risk. However, a strengthening U.S. daltauld increase the real cost of our products toemd customers outside of the U.S., w
could adversely affect our business, financial dion results of operations and prospects. In talti a decrease in the value of the U.S. d
relative to foreign currencies could increase awdpct and operating costs in foreign locationsthar, an increasing portion of our opera
expenses is incurred outside the U.S., is denoednat foreign currencies and is subject to fludarat due to changes in foreign curre
exchange rates. If we are not able to successhdbjge against the risks associated with the cuwréloctuations, our business, finan
condition, results of operations and prospectsctbeladversely affected.

Our business is subject to the risks of earthquakedire, power outages, floods and other catastrophievents and to interruption by
manmade problems such as terrorism.

Our corporate headquarters and the operations rok@umanufacturing vendors, logistics providerd gartners, as well as many
our customers, are located in areas exposed t® ofskatural disasters such as earthquakes ananésinncluding the San Francisco Bay ¢
Japan and Taiwan. A significant natural disastechsas an earthquake, tsunami, fire or a floodytber catastrophic event such as a dis
outbreak, could have a material adverse effecturopbtheir business, which could in turn mateyialffect our
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financial condition, results of operations and pexgs. For example, in the event our service pergidnformation technology systems
manufacturing or logistics abilities are hindergddny of the events discussed above, shipmentsl ctmubtielayed, which could result in mis
financial targets, such as revenue and shipmegetisrfor a particular quarter. Further, if a naktulisaster occurs in a region from which
derive a significant portion of our revenue, endtomers in that region may delay or forego purchadeour products, which may materi
and adversely affect our business, financial caonlitresults of operations and prospects. In aglditacts of terrorism could cause disrupt
in our business or the business of our manufactlogistics providers, partners or end customerhereconomy as a whole. Given our tyg
concentration of sales at each quarter end, amygdien in the business of our manufacturer, laggsproviders, partners or end customers
affects sales at the end of our quarter could lagparticularly significant adverse effect on ouaderly results. All of the aforementioned ri
may be augmented if our disaster recovery planstlamsk of our manufacturers, logistics providerpamners prove to be inadequate. Tc
extent that any of the above results in delaysaocellations of endustomer orders, or delays in the manufacture ogeptnt or shipment
our products, our business, financial conditiosphes of operations and prospects would be adweedtdcted.

Breaches of our cybersecurity systems could degraaeir ability to conduct our business operations andleliver products and services t
our customers, delay our ability to recognize reveume, compromise the integrity of our software produts, result in significant data losse
and the theft of our intellectual property, damageour reputation, expose us to liability to third paries and require us to incu
significant additional costs to maintain the secuty of our networks and data.

We increasingly depend upon our IT systems to condutually all of our business operations, rargginom our internal operatio
and product development activities to our marketing sales efforts and communications with ourarusts and business partners. Com
programmers may attempt to penetrate our netwarlrgg, or that of our website, and misappropriate proprietary information or cat
interruptions of our service. Because the techrigused by such computer programmers to accesbotage networks change frequently
may not be recognized until launched against s&etame may be unable to anticipate these technidnesddition, sophisticated hardware
operating system software and applications thatpweluce or procure from third parties may conta@fedts in design or manufactt
including “bugs”and other problems that could unexpectedly interfeith the operation of the system. We have aldecauced a number
our business functions to thighrties, including our manufacturers, logisticsvilers, and cloud service providers, and our bssirmperatior
also depend, in part, on the success of these pghnties' own cybersecurity measures. Similarly rehg upon distributors, resellers and sys
integrators to sell our products and our salesaijmers depend, in part, on the reliability of theybersecurity measures. Additionally,
depend upon our employees to appropriately haratiédential data and deploy our IT resources i safd secure fashion that does not ex
our network systems to security breaches and tbe ¢b data. Accordingly, if our cybersecurity systeand those of our contractors fai
protect against unauthorized access, sophistiaatedr attacks and the mishandling of data by oupleyees and contractors, our ability
conduct our business effectively could be damagedriumber of ways, including:

» sensitive data regarding our business, includitgjlectual property and other proprietary data|d¢de stoler

» our electronic communications systems, includingiéand other methods, could be disrupted, andability to conduct our busine
operations could be seriously damaged until sustesys can be restored,;

e our ability to process customer orders and ele@tatly deliver products and services could be degda and our distribution chann
could be disrupted, resulting in delays in reveragagnition;

» defects and security vulnerabilities could be idtrced into our software, thereby damaging the egfmurt and perceived reliability a
security of our products and potentially making tiata systems of our customers vulnerable to fudhéa loss and cyber incider
and

« personally identifiable data of our customers, e@yeés and business partners could be compror

Should any of the above events occur, we couldubgest to significant claims for liability from owustomers and regulatory acti
from governmental agencies. In addition, our apild protect our intellectual property rights couldd compromised and our reputation
competitive position could be significantly harmédso, the regulatory and contractual actionsgditions, investigations, fines, penalties
liabilities relating to data breaches that resnliasses of personally identifiable or credit carfbrmation of users of our services car
significant in terms of fines and reputational irapand necessitate changes to our business operatimt may be disruptive to
Additionally, we could incur significant costs inder to upgrade our cybersecurity systems and reftgedamages. Consequently, our finar
performance and results of operations could beradiyeaffected.

We believe our long-term value as a company will bgreater if we focus primarily on growth instead ofprofitability.

Our business strategy is to focus primarily onlong-term growth. As a result, our profitability in agiven period may be lower th
it would be if our strategy was to maximize shwrtm profitability. Expenditures on research andrali@pment, sales and marketi
infrastructure and other such investments may hiohately grow our business, prospects or causg term profitability. For example, in orc
to support our strong growth, we have acceleratadirovestment in infrastructure, such as enterprésource planning software and o
technologies to improve the efficiency of our opiers. As a result, we expect our levels of opararofit could decline in the short
medium term. If we are ultimately unable to achipvefitability at the level anticipated by analysisd our stockholders, the market pric
our common stock may decline.

34




We may not generate positive returns on our reseahcand development investments.

Developing our products is expensive, and the ifmvest in product development may involve a longhzak cycle. In 2014 201:
and 2012 , our research and development expenses $1€8.9 million , or approximately 25.5% of owavenue, $98.6 million ot
approximately 27.3% of our revenue, and $55.2 arillj or approximately 28.5%f our revenue, respectively. We expect to contitauimves
heavily in software development in order to exp#nel capabilities of our cloud networking platforimiroduce new products and features
build upon our technology leadership. We believe ofiour greatest strengths lies in the speed opmduct development efforts. By invesi
in research and development, we believe we wille#l positioned to continue our rapid growth an#letaadvantage of our large mai
opportunity. We expect that our results of operaiwill be impacted by the timing and size of thesestments. These investments may
several years to generate positive returns, if.ever

We provide access to our software and other seledtsource code to certain partners, which creates détional risk that our competitors
could develop products that are similar to or bettethan ours.

Our success and ability to compete depend subalignipon our internally developed technology, whis incorporated in the sou
code for our products. We seek to protect the souode, design code, documentation and other irfoom relating to our software, un
trade secret, patent and copyright laws. Howeverhawve chosen to provide access to selected soadesof our software to several of
partners for cadevelopment, as well as for open application pnognang interfaces, or APIs, formats and protocolsodgh we general
control access to our source code and other intaliéproperty and enter into confidentiality ardihse agreements with such partners as w
with our employees and consultants, this combinatibprocedural and contractual safeguards maysefficient to protect our trade sec
and other rights to our technology. Our protectiveasures may be inadequate, especially becauseayw@ahbe able to prevent our partn
employees or consultants from violating any agregmer licenses we may have in place or abusinig #tteess granted to our source ¢
Improper disclosure or use of our source code cheld competitors develop products similar to dtdyehan ours.

Changes in our provision for income taxes or our ééctive tax rate, the enactment of new tax laws arhanges in the application of
existing tax laws of various jurisdictions or advese outcomes resulting from examination of our incomtax returns could adversely
affect our results.

Our provision for income taxes ibject to volatility and could be adversely affectey several factors, many of which are out
of our control, including earnings that are lowleart anticipated in countries that have lower tags@nd higher than anticipated in coun
that have higher tax rates; our ability to genemid use tax attributes; changes in the valuatfoouo deferred tax assets and liabilit
expiration of or lapses in the R&D tax credit lawsinsfer pricing adjustments, including the effecacquisitions on our intetempany R&L
cost sharing arrangement and legal structure; ffaxts of nondeductible compensation, includingaiarstockbased compensation; tax ct
related to intecompany realignments; changes in accounting priesimdverse tax consequences, including impositiarithholding or othe
taxes on payments by subsidiaries or customerbBaage in our decision to indefinitely reinvest igreearnings or changes in tax laws
regulations, including possible U.S. changes totéixation of earnings of our foreign subsidiarita®, deductibility of expenses attributabli
foreign income or the foreign tax credit rules.

Significant judgment is requiredetealuate our tax positions and determine our giomifor income taxes. The accounting guidi
for uncertainty in income taxes applies to all imeotax positions, including the potential recovefypreviously paid taxes, which if sett
unfavorably could adversely affect our provision ifitccome taxes or additional paiid-capital. In addition, tax laws are dynamic anbject tc
change as new laws are passed and new interprestatidhe law are issued or applied. Recent chatuggsS. tax laws, including limitations
the ability of taxpayers to claim and utilize fayeitax credits and the deferral of certain tax déidas until earnings outside of the U.S.
repatriated to the U.S., as well as changes to taSlaws that may be enacted in the future, camigact the tax treatment of our fore
earnings, as well as cash and cash equivalentdedame currently maintain outside of the U.S.

Further, we are subject to the @ration of our income tax returns by the InternalvBnue Service and other tax authorities. Al
by the Internal Revenue Service or other tax aittherare subject to inherent uncertainties anddcoesult in unfavorable outcomes, incluc
potential fines or penalties. As we operate in moug taxing jurisdictions, the application of taawk can be subject to diverging
sometimes conflicting interpretations by tax autties of these jurisdictions. The expense of deifl@mand resolving such an audit may
significant. The amount of time to resolve an aislidlso unpredictable and may divert managemeattention from our business operati
We regularly assess the likelihood of adverse oua=resulting from these examinations to deterrfiaedequacy of our provision for inca
taxes. We cannot assure you that fluctuations inpoavision for income taxes or our effective tater, the enactment of new tax law:
changes in the application or interpretation ofsg®g tax laws or adverse outcomes resulting fromnenation of our tax returns by 1
authorities will not have an adverse effect onlmusiness, financial condition, results of operatiand prospects.

If we do not effectively expand and train our diret sales force, we may be unable to add new end coisters or increase sales to our
existing end customers, and our business will be aersely affected.

We depend on our direct sales force to obtain negvaeistomers and increase sales with existing estbmers. As such, we hi
invested and will continue to invest substanti@lyur sales organization. In recent periods, weehzeen adding personnel and other reso
to our sales function as we focus on growing owsiress, entering new markets and increasing oukehahare, and we expect to in
significant additional expenses in expanding olespersonnel in order to achieve revenue growtlerd is significant
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competition for sales personnel with the skills aachnical knowledge that we require. Our abilityachieve significant revenue growth 1
depend, in large part, on our success in recryitiagning, retaining and integrating sufficientnnioers of sales personnel to support our grc
particularly in international markets. New hiregjuee significant training and may take significaime before they achieve full productiv
Our recent hires and planned hires may not becaoduptive as quickly as we expect, and we may lablento hire, retain or integrate into
corporate culture sufficient numbers of qualifiedividuals in the markets where we do businesdar o do business. In addition, becaus
continue to grow rapidly, a large percentage of sales force is new to our company. If we are umablhire, integrate and train a suffici
number of effective sales personnel, or the sadesomnel we hire are not successful in obtaining @ed customers or increasing sales tc
existing end-customer base, our business, finanoiadition, results of operations and prospectkheiladversely affected.

New regulations related to conflict minerals may case us to incur additional expenses and could limthe supply and increase the cos
of certain metals used in the manufacturing of ouproducts.

As a public company, we will be subject to new iegments under the Doderank Wall Street Reform and Consumer Protectiot
of 2010, or the Doddrrank Act, that will require us to perform diligencand disclose and report whether or not our prisdeontain conflic
minerals. The implementation of these new requiregmeould adversely affect the sourcing, availgbdind pricing of the materials used in
manufacture of components used in our productadadition, we will incur additional costs to comphjth these disclosure requireme
including costs related to conducting diligencecedures and, if applicable, potential changes éadlyets, processes or sources of supply
consequence of such verification activities. We ralsp face reputational harm if we determine tleatain of our products contain minerals
determined to be conflict-free or if we are unablalter our products, processes or sources ofistp@void such materials.

Risks Related to the Securities Markets and Ownersp of Our Common Stock
The market price of our common stock has been and ay continue to be volatile, and the value of younvestment could decline.

Technology stocks have historically experiencechHayels of volatility. Since shares of our commaiack were sold in our initi
public offering in June 2014 at the price of $43@# share, our stock price has ranged from $4gedCshare to $94.84 per share thrc
December 31, 2014. The trading price of our commsimtk has historically been and is likely to beatité and could be subject to w
fluctuations in response to various factors, sofmnehich are beyond our control. These fluctuationsld cause you to lose all or part of y
investment in our common stock. Factors that cealase fluctuations in the market price of our comrsimck include the following:

» actual or anticipated announcements of new prodsetsices or technologies, commercial relatiorsh@gquisitions or oth
events by us or our competitors;

» forward looking statements related to future rewemross margins and earnings per s

» price and volume fluctuations in the overall stocérket from time to tim

» litigation involving us, our industry, or both inming events occurring in our litigation with CisBgstems and Optumsc

« significant volatility in the market price and trag volume of technology companies in general ahdompanies in the |
security industry in particular;

» fluctuations in the trading volume of our shareshar size of our public floe

» sales by our officers, directors or significantcétoolders

e actual or anticipated changes or fluctuations inreaults of operation

e adverse changes to our relationships with any otbannel partner

» manufacturing, supply or distribution shortay

» whether our results of operations or our finanoiatlook for future fiscal periods meet the expdotet of securities analy:
or investors;

* actual or anticipated changes in the expectatibimssestors or securities analy:

* regulatory developments in the U.S., foreign caastor bott

» general economic conditions and tre|

e major catastrophic even

» sales of large blocks of our common stocl

e departures of key personr

In addition, if the market for technology stockstbe stock market in general experiences a losavafstor confidence, the mar
price of our common stock could decline for reasoneelated to our business, financial conditiosutes of operations and prospects.
market price of our common stock might also decilineeaction to events that affect other compaimesur industry even if these events do
directly affect us. In the past, following periodvolatility in the market price of a compasysecurities, securities class action litigatios
often been brought against that company. If theketgorice of our common stock is volatile, we magdme the target of securities litigati
Securities litigation could result in substantiabts and divert our managemendttention and resources from our business argpects. Thi
could have a material adverse effect on our busjfemncial condition, results of operations anospects.
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Sales of substantial amounts of our common stock the public markets, or the perception that such das might occur, could reduce th
market price that our common stock might otherwiseattain and may dilute your voting power and your owership interest in us.

Sales of a substantial number of shares of our cammsiock in the public market, or the percepticat uch sales could occur, cc
adversely affect the market price of our commorlkstind may make it more difficult for you to setlyr common stock at a time and price
you deem appropriat

Based on shares outstanding as of December 31, ,2@dlders of up to approximately 28,428,975 shave<3.4%, of our comm
stock have rights, subject to some conditionsefquire us to file registration statements covetimg sale of their shares or to include t
shares in registration statements that we mayfdileourselves or other stockholders. We have regist the offer and sale of all share
common stock that we may issue under our equitypemsation plans. If holders, by exercising thegistation rights, sell large numbers
shares, it could adversely affect our market price.

In addition, we may issue our shares of commorkstosecurities convertible into our common stohf time to time in connectis
with a financing, acquisition, investments or othise. Any such issuance could result in substadilation to our existing stockholders ¢
cause the trading price of our common stock toidecl

Insiders have substantial control over us, which add limit your ability to influence the outcome of key transactions, including a chang
of control.

Our directors, executive officers and each of @oclkholders who own greater than 5% of our outstapdommon stock together w
their affiliates, in the aggregate, beneficially rowpproximately 56.6% of the outstanding shareswf common stock, based on sh
outstanding as of December 31, 2014s a result, these stockholders, if acting togethill be able to influence or control mattergjuiing
approval by our stockholders, including the electtig directors and the approval of mergers, actjors or other extraordinary transactic
They may also have interests that differ from yaurd may vote in a way with which you disagree whith may be adverse to your intere
This concentration of ownership may also discoumg®tential investor from acquiring our commorcktdue to the limited voting power
such stock or otherwise may have the effect ofyiledp preventing or deterring a change of contrbloar company, could deprive ¢
stockholders of an opportunity to receive a premfomtheir common stock as part of a sale of oungany and might ultimately affect
market price of our common stock.

We do not intend to pay dividends for the foreseedé future.

We have never declared nor paid any dividends ercomnmon stock. We intend to retain any earningBnance the operation a
expansion of our business and prospects, and wmdanticipate paying any cash dividends in tharkitAs a result, you may only recei\
return on your investment in our common stock & tharket price of our common stock increases.

If securities or industry analysts publish inaccurde or unfavorable research reports about our busings or prospects, the market pric
of our common stock and trading volume could declie.

The trading market for our common stock, to someergx depends on the research and reports thatiteeswr industry analys
publish about us or our business or prospects. 8Mtlhave any control over these analysts. Ifamaore of the analysts who cover us sh
downgrade our shares or change their opinion obares, the market price of our common stock wikddy decline. If one or more of the
analysts should cease coverage of our companyildo fieegularly publish reports on us, we coulddassibility in the financial markets, whi
could cause the market price of our common stodkaoling volume to decline.

Our charter documents and Delaware law could discaage takeover attempts and lead to management entiehment.

Our amended and restated certificate of incorpamaaind amended and restated bylaws contain progisi@at could delay or prever
change in control of our company. These provisiomdd also make it difficult for stockholders t@el directors that are not nominated by
current members of our board of directors or tatteeiocorporate actions, including effecting chanigesur management. These provisi
include:

» aclassified board of directors with thrgear staggered terms, which could delay the ahilfitytockholders to change the membet
of a majority of our board of directors;

» the ability of our board of directors to issue &saof preferred stock and to determine the priad @her terms of those sha
including preferences and voting rights, withowcgholder approval, which could be used to sigaifity dilute the ownership of
hostile acquirer;

» the exclusive right of our board of directors teatla director to fill a vacancy created by theasmgion of our board of directors or
resignation, death or removal of a director, wipobvents stockholders from being able to fill vazias on our board of directors;

» a prohibition on stockholder action by written cent which forces stockholder action to be takearaainnual or special meeting
our stockholders;

» the requirement that a special meeting of stocldrsldnay be called only by the chairman of our badrdirectors, our president,
secretary or a majority vote of our board of dioest which could delay the ability of our stockheisl to force consideration o
proposal or to take action, including the removaicectors;
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« the requirement for the affirmative vote of holdefsat least 66 2/3% of the voting power of alltbé then outstanding shares of
voting stock, voting together as a single clasgn@nd the provisions of our amended and restaificate of incorporation relatir
to the issuance of preferred stock and manageni@urdusiness or our amended and restated bylakish may inhibit the ability
an acquirer to effect such amendments to facilaatensolicited takeover attempt;

» the ability of our board of directors, by majoritgte, to amend the bylaws, which may allow our Hoafrdirectors to take additior
actions to prevent an unsolicited takeover andvibltihe ability of an acquirer to amend the bylawd$acilitate an unsolicited takeo
attempt; and

e advance notice procedures with which stockholdarstroomply to nominate candidates to our boardrefttbrs or to propose matt
to be acted upon at a stockholdemseting, which may discourage or deter a potemitgluirer from conducting a solicitation
proxies to elect the acquirer’'s own slate of diwesr otherwise attempting to obtain control af us

In addition, as a Delaware corporation, we areestitip Section 203 of the Delaware General Corgmrdtaw. These provisions m
prohibit large stockholders, in particular thosenovg 15% or more of our outstanding voting stocknf merging or combining with us fo
certain period of time.

The issuance of additional stock in connection withinancings, acquisitions, investments, our stockncentive plans or otherwise wil
dilute all other stockholders.

Our amended and restated certificate of incorpmmatiuthorizes us to issue up to 1,000,000,000 shareommon stock and up
100,000,000 shares of preferred stock with suchtsignd preferences as may be determined by oud lodalirectors. Subject to compliat
with applicable rules and regulations, we may issukeshares of common stock or securities conMertitio our common stock from time
time in connection with a financing, acquisitionyéstment, our stock incentive plans or otherwige.may from time to time issue additio
shares of common stock at a discount from the tharket price of our common stock. Any issuancetetls could result in substantial diluti
to our existing stockholders and cause the manket pf our common stock to decline.

We may have contingent liability arising out of posible violations of the Securities Act of 1933 inannection with communications tc
potential participants in a previously planned directed share program.

As part of our initial public offering, up to 1182 shares were reserved for sale at the initialipoffering price in connection with
previously planned directed share program which swdssequently been terminated. In March, April &haly 2014, certain officers a
directors and employees acting at the request @i sfficers communicated with certain potentialtiggzants in the directed share progr
The potential directed share program participantssisted of personal friends or family membersféi€ers or directors, customers, suppl
or partners with longerm commercial relationships with us, and thraernjalists and three industry researchers who hadred us over tim
In total, over 150 persons were contacted in pecsdmy telephone, email or text message regardiagptanned directed share program. ¢
communications were intended only to determinertherest in, and ability under their applicablergorate policies to participate in,
planned directed share program and, in some c@sebjain contact information to provide to the emdriter managing such program. Cer
of such communications regarding the directed spaygram may have constituted a violation of SecEwf the Securities Act. We could h.
a contingent liability arising out of the possibi®lations of the Securities Act in connection withch communications. Any liability wot
depend upon the number of shares purchased bg¢ipants of such communications that may havetitated a violation of Section 5 of t
Securities Act. If a claim were brought by any suetipients of such communications who purchasedeshin the offering and a court wer
conclude that these communications constitutedkaton of Section 5 of the Securities Act, we ebbé required to repurchase the shares
to the potential participants who received such momications at the original purchase price, plasusbry interest from the date of purch.
for claims brought during a period of one year frime date of their purchase of common stock. Th€ $&uld also determine to seek
enforcement action with respect to this matter.ad@d also incur considerable expense in contestirygsuch claim.
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Item 1B. Unresolved Staff Comments

None

Item 2. Properties

Our corporate headquarters is located in SantaaC@alifornia where we currently lease approximag40,000 square feet of sp
under a lease agreement that expires in Septerf@8r 2

We also lease space for operations, sales persamoelresearch and development in locations thraugtiee U.S. and vario
international locations, including Ireland, Cana@#ina, India, Malaysia, Singapore, the United Kiogn, Japan, Korea, and Taiwan.
believe that our current facilities are adequatenget our current needs. We intend to expand ailities or add new facilities as we ¢
employees and enter new geographic markets, antieleve that suitable additional or alternative cgpavill be available as needed
accommodate ongoing operations and any such graivéhexpect to incur additional expenses in conoactiith such new or expanc
facilities.

Item 3. Legal Proceedings

The information set forth under the “Legal Procegdl in Note 6 contained in the "Notes to Consolidat@thfcial Statements”
Item 8 of Part Il of this Annual Report on Form KQs incorporated herein by reference.

Item 4. Mine Safety Disclosures

Not applicable
PART Il

Item 5. Market for Registrant’'s Common Equity, Related Stockholder Matters, and Issuer Purchases of katy Securities
Market Information

Our common stock has been listed on the NYSE utidesymbol “ANET”since June 6, 2014, the date of our IPO. The fatigwuable
sets forth for the periods indicated the high awd $ales prices of our common stock as reportetti@iNYSE.

Fiscal 2014 Quarters High Low
Second quarter (from June 6, 2014) $ 72.6¢ $ 55.0(
Third quarter $ 948/ $ 62.5]
Fourth quarter $ 90.2t % 59.1¢

Holders of Record

As of March 6, 2015, there were 272 holders of iea@d our common stock. Because many of our shafreemmon stock are held
brokers and other institutions on behalf of stod#tbcs, we are unable to estimate the total numbstoekholders represented by these re
holders.

Dividend Policy

We have never declared or paid any cash dividendsuo capital stock. We intend to retain any futeagnings and do not expec
pay any dividends in the foreseeable future. Artyrii determination to declare cash dividends wélinbade at the discretion of our boar
directors, subject to applicable laws, and will elegh on a number of factors, including our financiahdition, results of operations, caf
requirements, contractual restrictions, generainass conditions and other factors that our bo&directors may deem relevant.

Stock Performance Graph

The following shall not be deemed “filedr purposes of Section 18 of the Exchange Acthoorporated by reference into any of
other filings under the Exchange Act or the SemsgiAct, except to the extent we specifically inpmate it by reference into such filing.

The following graph compares the cumulative togtlm of our common stock with the total return fioe NYSE Composite Ind
and the Standard & Poor’s 500 Index (the “S&P 5383 June 6, 2014 (the date of our IPO) throughddaber 31, 2014The graph assumr
that $100 was invested on June 6, 2014's closifag pn our common stock, the NYSE Composite Inded the S&P 500, and assur
reinvestment of any dividends. The stock price gganince on the following graph is not necessarigidative of future stock pri
performance.
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COMPARISON OF CUMULATIVE TOTAL RETURN
Among ANET, the NYSE Composite Index and the
S&P 500
R —e—ANET  =8—NYSE Composite Index S&P 500
il
Tl
-
$100 ek ol O T RO S D
$80
——
—
—

Use of Proceeds

We filed a Registration Statement on Form S-1 (Nike 333194899) for our initial public offering, which wakeclared effective t
the Securities and Exchange Commission on Juné®4.2n that offering, aggregate shares of 6,03¥,608clusive of 787,50Ghares ¢
common stock from the full exercise of the oaibtment option granted to the underwriters) comnstock were sold on our behalf. -
public offering price of the shares sold in the IR@&@s $43.00 per share. The total gross proceedsthie offering were $259.6 millionAfter
deducting underwriting discounts and commissiomalitey $15.6 million and other issuance costs aD3$8illion , the aggregate net proce
received by us was $239.1 milliomNo payments were made to our directors or officgrtheir associates, holders of 10% or more gfclas:
of our equity securities or any affiliates. Theestbeen no material change in the planned useoéeds from our IPO as described in our
prospectus filed with the SEC on June 5, 2014 @unsto Rule 424(b).

Unregistered Sales of Equity Securities

During the fiscal year ended December 31, 2014saele the following unregistered securities:
Option and Common Stock Issuances

From January 1, 2014 through June 6, 2014 (the afatiee filing of our registration statement on Fo6-8, File No. 333:96550)
pursuant to the terms of our 2011 Equity IncenBlen, we granted to our officers, directors, emeés; consultants and other service prov
options to purchase an aggregate of 3,343,000 sbé@r common stock at exercise prices rangiogn f$10.18 to $38.00 per share.

From January 1, 2014 through June 6, 2014 (the afatiee filing of our registration statement on Fo6-8, File No. 333:96550)
pursuant to the terms of our 2004 Equity Incenfilan and our 2011 Equity Incentive Plan, we issaed sold to our officers, directc
employees, consultants and other service provalemygregate of 184,105 shares of our common sfoak the exercise of options at exer
prices ranging from $3.33 to $30.67 per shareafoaggregate exercise price of $1.7 million.

None of the foregoing transactions involved anyamditers, underwriting discounts or commissions,aay public offering. W
believe the offers, sales, and issuances of theeabecurities were exempt from registration untderSecurities Act by virtue of (i) Section 4(a
(2) of the Securities Act (or Regulation D promuéghthereunder) as transactions not involving dipuffering, (i) Rule 701 promulgat:
under the Securities Act as transactions pursuaobmpensatory benefit plans or contracts relaiingompensation as provided under
rule, or (iii) Regulation S promulgated under tfec&ities Act as transactions made outside of thiéed States. The recipients of the secul
in each of these transactions represented theintiohs to acquire the securities for investmeny @md not with a view to or for sale
connection with any distribution thereof, and appiate legends were placed upon the stock certificar bookentry positions representing
shares issued in these transactions. All recipieatsadequate access, through their relationshipsus, to information about us. The sale
these securities were made without any generalitdion or advertising.
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On June 6, 2014, in connection with the completibour initial public offering, all 24,000,000 slear of our thersutstanding shar
of preferred stock were automatically converted 24,000,000 shares of common stock. The issuahsaah shares was exempt from
registration requirements of the Securities Aateliance on Section 3(a)(9) and Section 4(a)(2hefSecurities Act. We received no additic
consideration for such automatic conversions.

On June 6, 2014, in connection with the completidrour initial public offering, certain subordindteonvertible promissory not
issued to certain noteholders in the aggregatecipah amount of $80.0 million and accrued inteneste converted into 2,243,975 share
common stock.

None of the foregoing transactions with respedhacquisitions involved any underwriters, undémg discounts or commissiol
or any public offering. We believe that such offerales and issuances of the above securitiesimection with the foregoing acquisitions w
exempt from registration under the Securities Acvistue of Regulation D promulgated thereundertrassactions by an issuer not involvir
public offering.

Securities Authorized for Issuance Under Equity Corpensation Plans

See Item 12 of Part Il of this report redjag information about securities authorized &suance under our equity compensation plans.

Iltem 6. Selected Consolidated Financial Data

The selected consolidated statements of operatiates for fiscal 2014, 2013 and 2012 and the codatdd balance sheet data a
December 31, 2014 and 2013 are derived from outexfinancial statements appearing in ItemmBn&ncial Statements and Supplemer
Data,” of this Annual Report on Form X0-The selected consolidated statements of opeatiata for fiscal 2011 and 2010 and
consolidated balance sheet data as of Decembe203®, 2011 and 2010 are derived from audited filgrstatements not included in t
Annual Report on Form 10-K. Our historical results not necessarily indicative of the results teXgected in the future.

The following selected consolidated financial daghow should be read in conjunction with ltem 7,dhhgemensg Discussion ar
Analysis of Financial Condition and Results of Gyiems,” our consolidated financial statements, and the mpemying notes appearing
Item 8, “Financial Statements and SupplementanaDatf this Annual Report on Form 10-o fully understand factors that may affect
comparability of the information presented below.
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Selected Consolidated Statements of Operations Data
Revenue
Cost of revenué
Gross profit
Operating expensés
Research and development
Sales and marketing
General and administrative
Total operating expenses
Income from operations
Other income (expense), net:
Interest expense
Other income (expense), net
Total other income (expense), net
Income before provision for income taxes
Provision for income taxes
Net income
Net income attributable to common stockholders:
Basic
Diluted
Net income per share attributable to common stddldns:
Basic
Diluted

Year Ended December 31,

Weighted-average shares used in computing net iag@nshare

attributable to common stockholders:
Basic

Diluted

*Includes stock-based compensation expense as follow

Cost of revenue

Research and development
Sales and marketing
General and administrative

Total stock-based compensation

Consolidated Balance Sheet Data:
Cash and cash equivalents
Working capital
Total assets
Total indebtednes's
Total deferred revenue
Total stockholders’ equity (deficit)

2014 2013 2012 2011 2010
(in thousands, except per share data)
$ 584,10t $ 361,22¢ $ 193,40¢ $ 139,84 71,71¢
192,01! 122,68t 61,25: 43,36¢ 27,17:
392,09: 238,53 132,15t 96,48: 44,54¢
148,90¢ 98,58 55,15¢ 26,40¢ 16,28¢
85,33¢ 55,11¢ 28,60: 19,45( 9,94«
32,33! 18,68¢ 8,501 6,22¢ 2,24¢
266,57¢ 172,39( 92,25¢ 52,08 28,47
125,51¢ 66,14¢ 39,891 44.40( 16,06¢
(6,280 (7,119 (7,057 (6,417 (12,60¢)
2,27¢ (7549) 13¢ (357) (1439
(4,005 (7,877) (6,922 (6,779 (12,749
121,50¢ 58,27 32,97¢ 37,62¢ 3,32(
34,65¢ 15,81t 11,62¢ 3,591 924
$ 86,85( $ 42,46( $ 21,34¢ $ 34,03¢ 2,39¢
$ 68,88¢ $ 20,777 % 9,62: $ 13,78¢ 71t
$ 70,52 $ 21,78 $ 9,66z $ 13,85« 72€
$ 14z % 0.7¢ $ 03¢ % 0.6t 0.04
$ 1.2¢ $ 0.7z $ 03¢ $ 0.6t 0.04
48,42 27,32( 24,71 21,17¢ 15,99«
54,59( 30,051 24,90: 21,34¢ 16,37«
Year Ended December 31,
2014 2013 2012 2011 2010
(in thousands)
$ 153t $ 40€ % 27C  $ 94 5
14,98¢ 5,46¢ 2,59( 992 62
7,64: 2,98t 1,07¢ 554 94
3,45¢ 1,30z 76t 334 18
$ 27,61¢ $ 10,15¢ $ 4,70 $ 1,974 18C
Year Ended December 31,
2014 2013 2012 2011 2010
(in thousands)

$ 240,03 $ 113,66¢ $ 88,65 $ 70,72¢ 14,57¢
535,10t 73,42: 130,80¢ 98,28: 30,53(
811,02: 364,52( 220,16¢ 127,64: 48,21¢
43,63¢ 160,21: 134,37 102,06¢ 80,93¢
106,46¢ 58,90¢ 24,77, 11,32¢ 5,18¢
555,65¢ 77,732 18,91( (8,199 (48,609



'Total indebtedness includes our subordinated ctiblepromissory notes payable to related partiebprdinated convertible promissory notes payabthitd parties,
accrued interest payable on the notes and our feeseing obligations.
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Item 7. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

You should read the following discussion and analaf our financial condition and results of opecais together with tt
consolidated financial statements and related ntites are included elsewhere in this Annual Report~orm 10K. This discussion contai
forward-looking statements based upon current plans, eagiens and beliefs that involve risks and uncetias Our actual results may dif
materially from those anticipated in these forwdmdking statements as a result of various factamsjuding those set forth underRisk
Factor<” and elsewhere in this Annual Report on Form 10-K.

Overview

We are a leading supplier of cloud networking dohg that use software innovations to address #esis of largescale Interne
companies, cloud service providers and rgetieration data centers for enterprises, basedaskemshare. Our cloud networking soluti
consist of our Extensible Operating System, or E®Set of network applications and our 10/40/100aBit Ethernet switches. Our clc
networking solutions deliver industtgading performance, scalability, availability, grammability, automation and visibility. At the eool
our cloud networking platform is EOS, which waspgmsebuilt to be fully programmable and highly modul@he programmability of EOS h
allowed us to create a set of software applicatitbas address the requirements of cloud networkimguding workflow automation, netwc
visibility and analytics, and has also allowed aisdpidly integrate with a wide range of thjpdsty applications for virtualization, managem
automation, orchestration and network services.

We were founded in 2004 to address the limitatiohkegacy networking products and to create a cloetivorking platform that
open and programmable. From 2004 to 2008, ouriiewvere focused on the development of our softwahich resulted in the commert
release of our first product, the 7100 Series $wiscbased on our EOS software, in 2008. Since therhave continued to introduce r
products utilizing EOS, including our 7500 Seriestsh and our 7050 Series switch in 2010, the séaemeration of our 7500 Series swi
called the 7500E modular switch, in May 2013, 080 Series switch in November 2013, our 7280E Iy 4014 and in December 2014
EOS+ software platform for networking programmabifind automation. As of December 31, 20ide have shipped more than three mil
switch ports. We have experienced rapid revenuathrover the last several years, increasing ouemae at a compound annual growth ra
68.9% from 2010 to 2014. As we have grown the fionetity of our EOS software, expanded the rangeurfswitching portfolio and increas
the size of our sales force, our revenue has aoedino grow rapidly. To support revenue growth,hage increased our international pres:
to include offices in 11 countries as of Decembir3)14, including Australia, Canada, China, India, Ireladapan, Malaysia, Singapc
South Korea, Taiwan and the United Kingdom. Ouerae for the year ended December 31, 2014 was B58ilion an increase 081.7%
compared to 2013. We have been profitable and fbastpositive for each year since 2010.

We believe that our cloud networking platform addes the large and growing cloud networking segrokdata center switchin
which remains in the early stage of adoption. Wpeek to continue rapidly growing our organizationnieet the needs of new and exis
customers as they increasingly realize the perfoomaand cost benefits of our cloud networking $ohst and as they expand their cl
networks. We intend to continue to invest in owedch and development organization to enhancéutiationality of our existing clot
networking platform, introduce new products anddess and build upon our technology leadership.B&keve one of our greatest stren
lies in our rapid development of new features goplieations. By investing in research and developinee believe we will be well position
to continue our rapid growth and take advantageuoflarge market opportunity. We also intend totoare expanding our sales and marke
teams and programs, with a particular focus on eaipg our network of international channel partrems carrying out associated marke
activities in key geographies. In order to supmart strong growth, we have accelerated our investriteinfrastructure, such as enterp
resource planning software and other technologieémprove the efficiency of our operations. As aulg our levels of operating profit a
percentage of revenue could decline in the shomédium term. For a description of factors that rimagact our future performance, see
disclosure in the section titled "Factors Affectidgr Performance" below.
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Our Business Model

We derive revenue from sales of products and sesvié/e generate revenue primarily from sales ofswitching products whic
incorporate our EOS software. We generate the iityjof our services revenue from post contract suppor PCS, which end custom
typically purchase in conjunction with our products

Since shipping our first products in 2008, our clative endeustomer base has grown rapidly. Between Decenthe?2@L0 an
December 31, 2014 , our cumulative entstomer base grew from approximately 570 to oy80@ Our end customers span a rang
industries and include large Internet companiesyice providers, financial services organizatiom@vernment agencies, media
entertainment companies and others.

To continue to grow our revenue, it is importardtttve both obtain new customers and sell additipnadlucts to existing custome
Our development model is focused on the developmieméw products based on our EOS software andneengents to EOS. We engineer
products to be agnostic to the underlying merclsdliton architecture. Today, we combine our EOSveafe with merchant silicon inta
family of switching products. This enables us tau® our research and development resources onoftwase core competencies anc
leverage the investments made by merchant silieters to achieve cosffective solutions. We currently procure certaiaramant silico
components from multiple vendors, and we contiruexpand our relationships with these and othedeoen We work closely with thi
parties to manufacture and deliver our products. ind-party silicon vendors deliver these componentsrte of three direct fulfillmel
facilities where our EOS software is installed am products, and then delivered to us for labeliglity assurance testing, final configura
and shipment to our customers.

We market and sell our products through our disadés force and in partnership with channel pastriacluding distributors, value-
added resellers, systems integrators, originalpeaent manufacturer, or OEM, partners and in corjanawith various technology partne
depending on the application. To facilitate charooardination and increase productivity, we haweated a partner program, the Arista Pa
Program, to engage partners who provide valdeed services and extend our reach into the npdalket Authorized training partners proy
technical training to our channel partners. OutrEas commonly receive an order from an end custqmier to placing an order with us, ¢
we confirm the identification of the end customéopto accepting such orders. Our partners gelyedal not stock inventory received from
Our sales organization is supported by systemsnenags with deep technical expertise and respoitgilidlr pre-sales technical support &
engineering for our end customers. Each sales ieagsponsible for a geographic territory, has oesgbility for a number of major direct end-
customer accounts or has assigned accounts incifispeertical market. During years ended Decentier2014 , 2013 and 2012 , 79.7%
82.9% and 79.9% of our revenue was generated fnenimericas, substantially all from the U.S., 12.8%.2% and 11.9%om Europe, th
Middle East and Africa and 7.5% , 5.9% and 8.2%nftbe Asia-Pacific region, respectively.

Factors Affecting Our Performance

We believe that our future success will depend amyrfactors, including our ability to expand sale®ur existing customers as v
as to add new end customers. While these areasnprEignificant opportunity, they also presentsifikat we must manage to ensure succe
results. See the section titled “Risk Factors.” hddally, we face intense competition especialignfi larger, wellestablished companies,
we must continue to expand the capabilities of doud networking platform to succeed in our markEtwe are unable to address th
challenges, our business could be adversely affecte

Increasing Adoption of Cloud Network&letworks are subject to increasing performanceirements due to growing numbers
connected devices as well as new enterprise ansuower applications. Computing architectures ardveng to meet the need for const
connectivity and access to data and applications.bélieve that cloud networks will continue to ex@ legacy network technologies.
business and results of operations will be sigaifity affected by the speed with which organizationplement cloud networks.

Expanding Sales to Existing Customer Ba#ée expect that a substantial portion of our fusakes will be followen sales to existir
end customers. As noted above, one of our salategtes is to target specific projects at our euremd customers because they are far
with the operational and economic benefits of daud networking solutions, thereby reducing thesalycle into these customers. We bel
this opportunity with current end customers to igmificant given their existing and expected infrasture spend. As of December 31, 2
our end customers that have been with us for at Bgears, on average made additional purchaaesvére approximately 11.9x more than
initial dollar amount of purchases made in thetfivgo quarters of their purchasing history. Thetfi2 quarters of purchasing are typically
beginning of switch procurement for a given deplepiand typically do not include time spent duringial customer testing, as m
customer testing is done prior to initial purchaskhough the additional purchases for our Top hfl eustomers were significantly more t
our overall average, the remainder of the end austdase also showed a propensity to continue psiet) with average additional purche
of 6.7x the initial dollar purchases made in thetftwo quarters of their purchasing history. Taiglysis is based on billings, which repre
amounts invoiced to customers for products shippedor services rendered or to be rendered, aatttie vast majority of billings for a
given period represent revenue, and to a far lesgent deferred revenue. Our business and resutiperations will depend on our ability
sell additional products to our growing base oftcoreers.
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Adding New End Customer®Ve believe that the cloud networking market i#f Btithe early stages of adoption. We intend tayé
new end customers by continuing to invest in oaldfisales force and extending our relationship$ witannel partners. To date, we
primarily targeted end customers with the largésiat data centers. A typical initial order involvbe education of prospective customers &
the technical merits and capabilities and potenti@dt savings of our products as compared to oumpetitors’ products. Our results
operations will depend on our ability to contineeatdd new customers. We believe that customeramdes have been, and will continue tc
an important factor in winning new business.

Selling More Complex and Higher-Performance Configions. Our results of operations have been, and weselill continue ti
be, affected by our ability to sell more complexddrigherperformance configurations of our products. Goiagveard, we aim to grow o
revenue by enabling end customers to transitiom fppeviously deployed 1 Gigabit Ethernet switches®, 40 and eventually 100 Gige
Ethernet switches. Our ability to sustain our rexeegrowth will depend, in part, upon our contingades of more robust configurations of
products, and quarterly results of operations aarsignificantly impacted by the mix of products gréduct configurations sold during
period.

Leveraging Channel PartnersiVe expect to continue to derive a growing portidrour sales through our channel partners as
develop new end customers and expand sales taxisting end customers. We plan to continue to ihwesur network of channel partner:
empower them to reach new end customers more igifggtincrease sales to existing customers andigeoservices and support effectivi
We believe that increasing channel leverage wikkee and improve our engagement with a broad setistbmers. Our business and resul
operations will be materially affected by our suex® leveraging our channel partners.

Investing in Research and Development for Growte believe that the market for cloud networkingsiifl in the early stages
adoption and we intend to continue investing forgiterm growth. We expect to continue to invest hgawilsoftware development in orde:
expand the capabilities of our cloud networkingfplan, introduce new products including new relesaged upgrades to our EOS software
new applications and build upon our technology éeslip. We believe one of our greatest strengths in the speed of our prod
development efforts. By investing in research aadetbpment, we believe we will be well positionedcbntinue our rapid growth and ti
advantage of our large market opportunity. We egiet our results of operations will be impactadthe timing and size of these proc
development investments.

Customer Concentration and Timing of Large Ordeksistorically, large purchases layrelatively limited number of end custorr
have accounted for significant portion of our rawenDuring the years ended December 31, 2014, 2632012, our largest end custo
accounted for 14.9%, 21.9% and 15.3% of our revemespectively. We have also experienced and ocoatito experience custon
concentration on a quarterly basis. In additionhaee experienced increases in the size of ourgraeluding orders from existing custom
which could result in future increased customercemtration, depending on the timing of the fulfiém of those orders. We have
experienced unpredictability in the timing of lamyelers, especially with respect to our large emstamers, due to the complexity of orders
time it takes end customers to evaluate, testjfguemtd accept our products and factors specifioupend customers. Due to these factor:
expect continued variability in our customer corication and timing of sales on a quarterly and ahtasis. In addition, we have provid
and may in the future provide, pricing discountdaige end customers, which may result in lowergimar for the period in which such se
occur. Our gross margins may also fluctuate asualtref the timing of such sales to large end ausis.
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Basis of Presentation
Revenue

We generate revenue primarily from sales of outcdwig products which incorporate our EOS softw&ve. also derive a small t
growing portion of our revenue from sales of PC® §énerate PCS revenue from sales of technicabsiuggrvices contracts that are typic
purchased in conjunction with our products and sgbent renewals of those contracts. We offer P@3ces under renewable, féase
contracts, which include 2deur technical support, hardware repair and reptace parts, bug fixes, patches and unspecifiedageg on
when-andi available basis. We expect our revenue may &y period to period based on, among other thitigstiming and size of orde
the delivery and acceptance of products, the impasignificant transactions with unique terms awhditions that may require deferra
revenue and cyclicality of orders being placed by @istomers. Additionally, we expect our PCS remeto increase in absolute dollars a:
expand our installed base. Our ability to expandinstalled base and increase our revenue is sutgiewmerous risks and uncertainties.
the section titled “Risk Factors.” We report revemet of sales taxes.

Cost of Revenue

Cost of revenue primarily consists of amounts paid inventory to our thirdparty contract manufacturers and merchant si
vendors, overhead costs in our manufacturing ojp@stdepartment, and other manufactunialgted costs associated with manufacturing
products and managing our inventory. We expectoogt of product revenue to increase as our proswenue increases. Cost of provic
PCS services consists of personnel costs for @lrafjicustomer support organization. We expect ost of service revenue to increase as
PCS revenue increases.

Gross Margin

Gross margin, or gross profit as a percentage wamae, has been and will continue to be affected byriety of factors, includit
sales to large end customers who generally redeiver pricing, the average sales price of our affgs, manufacturing costs, merchant sili
costs and the mix of products sold. We expect oosgymargins to fluctuate over time, dependingherfactors described above and others
Part | Item 1A, of “Risk Factors.”

Operating Expenses

Our operating expenses consist of research andagewent, sales and marketing and general and aslmaitive expenses. The larc
component of our operating expenses is personrsts.cBersonnel costs consist of wages, benefitaydes and, with respect to sales
marketing expenses, sales commissions. Personstd afso include stodiased compensation and travel expenses. We expecatin(
expenses to continue to increase in absolute dalighe near term as we continue to invest irgtiovth of our business.

Research and Development Expen:

Research and development expenses consist princdrijersonnel costs, with the remainder being pype expenses, thirdarty
engineering and contractor support costs, andlacat¢d portion of facility and IT costs and defaé&on. Our research and development ef
are focused on maintaining and developing additifuractionality for our existing products and orwneroduct development, including n
releases and upgrades to our EOS software anccatiptis. We expense research and developmentasstsurred. We expect our resei
and development expenses to increase in absolligrslas we continue to invest heavily in softwdexelopment in order to expand
capabilities of our cloud networking platform, imtiluce new products and features and build upoteatnology leadership.

Sales and Marketing Expense¢

Sales and marketing expenses consist primarily eségnnel costs and also include costs related tdketiag and promotion
activities, with the remainder being an allocatedipn of facility and IT costs and depreciatione\xpect our sales and marketing expens
increase in absolute dollars as we expand our saddsmarketing efforts worldwide and expand ouatiehships with current and futt
channel partners and end customers.

General and Administrative Expenses

General and administrative expenses consist piliynafripersonnel costs, professional fees, and leatled portion of facility and |
costs and depreciation. General and administrgtersonnel costs include those for our executivegrite, IT, human resources and |
functions. Our professional fees consist primaofyaccounting, external legal and IT and other otimg costs. We expect our general
administrative expenses to increase in absoluiarddio support our growing infrastructure needs as we assume the reporting requiren
and compliance obligations of a public companyadidition, we expect an increase in legal expersasidress current and potential litiga
claims.
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Other Income (Expense), Net
Interest Expense

Interest expense consists of interest expense osubwrdinated convertible promissory notes, iniclgaur related party subordina
convertible promissory notes which were convertexng fiscal 2014 and interest expense from ousddmancing obligation.

Other Income (Expense)

Other income (expense) consists of gains on invastisn writeeffs of debt discount on notes payable and foreigmency exchang
gains and losses. Our foreign currency exchangesgaid losses relate to transactions and asséibhilily balances denominated in curren
other than the U.S. dollar. We expect our foreigrmrency gains and losses to continue to fluctuatéhé future due to changes in fore
currency exchange rates.

Provision for Income Taxe:

We operate in a number of tax jurisdictions and srkject to taxes in each country or jurisdictianwihich we conduct busine
Earnings from our nok}.S. activities are subject to local country incorae and may be subject to U.S. income tax. Gelyethke U.S. taxe
are reduced by a credit for foreign income taxed pa these earnings which avoids double taxatiur.tax expense to date consists of fed
state and foreign current and deferred income takesve expand internationally, our marginal tate nmay decrease; however, there can |
certainty that our marginal tax rate will decreamegd we may experience changes in tax rates tbatarreflective of actual changes in
business or operations.

We account for income taxes under the liabilityrapgh for deferred income taxes, which requiresgaition of deferred income t
assets and liabilities for the expected futuredamsequences of events that have been recognizmga iconsolidated financial statements
have not been reflected in our taxable incomentzggs and judgments occur in the calculation dbaetax liabilities and in the determinat
of the recoverability of certain deferred incomg &ssets, which arise from temporary differenced earryforwards. We measure defe
income tax assets and liabilities using the culyestiacted tax rates that apply to taxable incameffiect for the years in which those tax as
are expected to be realized or settled. We reguéadess the likelihood that our deferred incomessets will be realized based on the pos
and negative evidence available. We record a vialuallowance to reduce the deferred tax assdtsestamount that we are more likely than
to realize.

We believe that we have adequately reserved founoertain tax positions, although we can provideassurance that the final
outcome of these matters will not be materiallfettént. To the extent that the final tax outcomehefse matters is different than the amc
recorded, such differences will affect the prowvisior income taxes in the period in which such deieation is made and could have a mat
impact on our financial condition and results orgiions. The provision for income taxes includes éffects of any reserves that we bel
are appropriate, as well as the related net interes penalties.
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Results of Operations

The following table summarizes historical resulfsoperations for the periods presented and as eep&ge of revenue for the
periods. We have derived the data for the yeargemkcember 31, 2014 , 2013 and 2@t our consolidated financial statements
thousands, except for percentage of revenue).

Year Ended December 31,

2014 2013 2012
Consolidated Statements of Operations Data:
Revenue $ 584,10t $ 361,22: $ 193,40t
Cost of revenué’ 192,01! 122,68t 61,25:
Gross profit 392,09: 238,53 132,15t
Operating expensés:
Research and development 148,90¢ 98,58 55,15¢
Sales and marketing 85,33¢ 55,11¢ 28,60:
General and administrative 32,33 18,68¢ 8,501
Total operating expenses 266,57¢ 172,39( 92,25¢
Income from operations 125,51: 66,14¢ 39,89°
Interest expense (6,280 (7,119 (7,057%)
Other income (expense), net 2,27¢ (7549) 13t
Total Other income (expense), net (4,00 (7,877 (6,927)
Income before provision for income taxes 121,50¢ 58,27t 32,97¢
Provision for income taxes 34,65¢ 15,81¢ 11,62¢
Net income $ 86,85( $ 42.46( $ 21,34¢
Year Ended December 31,
2014 2013 2012
(as a percentage of revenue)
Revenue 100.( % 100.(% 100.(%
Cost of revenue 32.¢ 34.C 31.7
Gross margin 67.1 66.( 68.%
Operating expenses:
Research and development 25.k 27.% 28.t
Sales and marketing 14.€ 15.: 14.¢
General and administrative 5.t 5.2 4.4
Total operating expenses 45.¢ 47.¢ 47.7
Income from operations 21.t 18.2 20.€
Interest expense (1.2 (2.0 (3.6
Other income (expense), net 0.4 (0.2) 0.1
Total other income (expense), net (0.7) (2.2) (3.5)
Income before provision for income taxes 20.¢ 16.C 17.1
Provision for income taxes 5.€ 4.4 6.C
Net income 14.€% 11.€% 11.1%

@ Includes stock-based compensation expense as follow
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Year Ended December 31,

2014 2013 2012
Stock-Based Compensation Expense:
Cost of revenue $ 153t $ 40¢  $ 27C
Research and development 14,98¢ 5,46¢ 2,59(
Sales and marketing 7,64: 2,98t 1,07¢
General and administrative 3,45¢ 1,302 765
Total stock-based compensation $ 27,61¢ § 10,15¢  § 4,702
Year Ended December 31, 2014 Compared to Year Endéecember 31, 2013
Revenue, Cost of Revenue and Gross Profit (in thens, except percentages)
Year Ended December 31,
2014 2013 Change in
% of % of
$ revenue $ revenue $ %

Revenue $ 584,10t 100.(% $ 361,22 100.% $ 222,88 61.7%
Cost of revenue 192,01! 32.¢ 122,68! 34.C 69,32¢ 56.t

Gross profit $ 392,09 67.1% $ 238,53 66.(% $  153,55: 64.2%

Gross margin 67.1% 66.(%

RevenueRevenue increased $222.9 million , or 61.7% , ffer year ended December 31, 2014 compared to 20h8 increase
revenue predominantly included an increase in s#lewiitch products and related accessories of $1®flion, or 58.9%, primarily to existit
customers. The increase in product revenue wasliadgiven by the number of switch ports shippetiolv increased by 82.4% during the y
ended December 31, 2014 compared to the same par@ll3, partially offset by a reduction of 15.08cthe average selling price per
shipped. The decrease in average selling pricpqerwvas primarily attributable to product mix aleever pricing terms for sales to large
customers. Our cumulative number of customers greproximately 33% from December 31, 2013 to Decerlie 2014 as we continued
broaden our market penetration.

Cost of Revenu€ost of revenue increased $69.3 million , or 56,5 the year ended December 31, 2014 compar@18. The
increase in cost of revenue was primarily due godbrresponding increase in revenue as our shipnodunrne significantly increased during
year ended December 31, 2014 resulting in an isereaproduct costs of $62.1 million during theryeaded December 31, 2014 compare
the same period in 2013.

Gross Margin.Gross margin increased from 66.0% for the year @idlecember 31, 2013 to 67.1%r 2014. The increase in grt
margin was primarily the result of a reduction iarvanty and excess and obsolete inventetsted charges of $10.3 million due to signifit
product quality issues and inventory obsolesceheeges that did not recur during 2014. These clsangee partially offset by an increas:
manufacturing overhead charges of $7.4 millionupp®rt our revenue growth. To a lesser extent,sgnoargin was negatively impacted t
decrease in product margins due to product mixsamishcrease in the size of orders with volume dist®

Operating Expenses (in thousands, except percensdge

Year Ended December 31,

2014 2013 Change in
% of % of
$ revenue $ revenue $ %
Operating expenses:

Research and development $ 148,90 25.5% % 98,58’ 27.% % 50,32: 51.(%
Sales and marketing 85,33¢ 14.¢ 55,11¢ 15.2 30,22 54.¢
General and administrative 32,33 5.t 18,68t¢ 5.2 13,64 73.C

Total operating expenses $  266,57¢ 45.€% $  172,39( 47.¢% $ 94,18t¢ 54.€%

Research and developmeResearch and development expenses increased $Biioa mor 51.0% , for the year end&kcember 3.
2014 compared to 2013. The increase was primarily duantincrease in personnel costs of $39.0 milliesuiting from an increase of 1
employees (a 34.1% increase) from December 31, fgDcember 31, 2014, and additional bonus exgemsder our corporate bonus p
The increase was also due to an increase of $6li6min research and development related facditd IT infrastructure costs, and incre
in thirdparty engineering costs of $5.9 million and de@ton expense of $2.0 million, as we continuedxpasd and support our resee
and development activities. These expenses wetialpaoffset by a $4.3 million reduction in proygte spending related to project timing.
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Sales and marketingSales and marketing expenses increased $30.2 millior 54.8% , for the year end&kcember 31, 20:
compared to 2013. The increase was primarily duntmcrease in personnel costs of $23.4 milliesulting from an increase of 45 employ
(a 23.0% increase) from December 31, 2013 to Deeer@b, 2014, as well as an increase in sales cosions resulting from higher sa
volume. The increase was also due to an increa$8.@fmillion in product demonstrations, expensesiired to expand our sales enginee
labs to support our growing customer base, comguikxpenses, and other marketing activities, anid@ease in IT and infrastructure of ¢
million.

General and administrativ&seneral and administrative expenses increased $1i8i6n , or 73.0% , for the year end&&cember 3.
2014 compared to 2013. The increase was primarily duantoncrease in personnel costs of $5.7 milliosutehng from an increase of
employees (a 29.8% increase) from December 31, #0D&cember 31, 2014, and additional expensesrundeorporate bonus plan. We ¢
incurred higher professional service fees of $3illian related to outside legal, accounting andsudting services to support increased bus
activity, litigation and publiccompany activities. The increase was also attriilatéo higher insurance expense and property takekl .t
million associated with being a public company, arll.0 million charitable donation through a fesdablished by the Company in 2014.

Other Income (Expense), Net (in thousands, exceptqentages)

Year Ended December 31, Change in
2014 2013 $ %
Other income (expense), net:
Interest expense $ (6,280 $ (7,119 $ 83¢ (11.9%
Other income (expense), net 2,27¢ (754) 3,02¢ NM
Total other income (expense), net $ (4,005 $ (7,879 % 3,86¢ (49.1%

Interest expensénterest expense decreased during the year endsziiber 31, 201d4ompared to the same period in 2013 as a |
of repayment and conversion of our notes payabba wur IPO during the second quarter of 2014.

Other income (expense), neéDther income (expense), net increased for the geded December 31, 2014ompared to 2013 due
the gain on our notes receivable of $4.0 milliofsef by a $0.7 million writ®ff related to the debt discount on notes payaptenwur IPC
further offset by net transactional exchange rassds.

Provision for Income Taxes (in thousands, exceptgentages)

Year Ended December 31, Change in

2014 2013 $ %
Provision for income taxes $ 34,65¢ $ 15,81 $ 18,84: 119.1%
Effective tax rate 28.5% 27.1%

Provision for income taxes Provision for income taxes was approximately $3#illion and $15.8 millionfor the years end:
December 31, 2014 and 2013, respectively. Proviioincome taxes increased $18.8 million , or 199, for the year ended December
2014 compared to 2013. The change in our provioincome taxes was primarily due to an increasprofit before income tax. The chai
in the effective tax rate was a result of the gapbical distribution of the earnings, the fedeealearch and development ("R&D") tax credi
2014 including only a current year benefit, as caref to a two-year federal R&D tax credit benefit2013, and an increase in state taxes.

The effective tax rate for the year ended Decen3ier2014 included the impact of the reinstateménhe 2014 R&D credit. Tt
impact of the 2014 federal R&D tax credit benefitsrrecorded in the fourth quarter of the year emdszember 31, 2014. The effective tax
for the year ended December 31, 2013 includedntipact of the reinstatement of the 2013 and 201&r&dR&D tax credits.

Year Ended December 31, 2013 Compared to Year Endé&kcember 31, 2012

Revenue, Cost of Revenue and Gross Profit (in themurds, except percentages)

Year Ended December 31,

2013 2012 Change in
% of % of
$ revenue $ revenue $ %
Revenue $ 361,22: 100.(% $ 193,40t 100.(% $ 167,81t 86.8%
Cost of revenue 122,68t 34.C 61,25: 31.7 61,43 100.:
Gross profit $ 238,53t 66.(% $ 132,15t¢ 68.2% $ 106,38: 80.5%
Gross margin 66.(% 68.2%
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Revenue Revenue increased $167.8 million, or 86.8%, far year ended December 31, 2013 compared to 201iriErease
revenue predominantly included an increase in s#lswitch products and related accessories of £1&dlion, or 85.3%, primarily to existit
customers as these customers purchased our newdercgs to further evolve their data centers. Ouemee also increased to a lesser exten
to sales to new customers. The increase in pragéwenue was largely driven by number of switch gstipped which increased by 109.
during 2013 compared to the prior year. This inseeaas partially offset by a reduction of 10% ia #verage selling price per port ship
The decrease in the average selling price pervast primarily attributable to lower pricing termar fsales to our large end customers.
cumulative number of customers grew approximat@y2% from December 31, 2012 to December 31, 2018easontinued to broaden ¢
market penetration.

Cost of revenue Cost of revenue increased $61.4 million, or 19€.8r the year ended December 31, 2013 compar@01a. Th
increase in cost of revenue was primarily due éodbrresponding increase in revenue as our shipweturine significantly increased during
year ended December 31, 2013 resulting in an isergaproduct costs of $46.5 million in 2013 congubto 2012. The increase was also d
an increase of $1.8 million in excess and obsateterial charges for non-cancelable and non-reblengurchase commitments by our third
party contract manufacturers, as well as an ineré@asvritedowns of excess and obsolete inventory of $2.Jianilfrom the introduction «
new products and product enhancements We alsoierped an increase in manufacturing overhead oé§4.3 million to support the grown
in production during the year ended 2013.

Gross margin.Gross margin decreased approximately two percerpages from 68.3% for the year ended December2812 tc
66.0% for 2013. The decrease in gross margin wiasapity due to an increase in excess and obsoieteniory and material charges nc
above totaling $3.9 million, and an increase in niacturing overhead costs of $4.3 million. The dase was also due, to a lesser extent,
increase in the size of contracts with large erstarners with lower margins, which was partiallyseff by cost reductions primarily due
more favorable component pricing from our contraanufacturers as we increased volume.

Operating Expenses (in thousands, except percensdge

Year Ended December 31,

2013 2012 Change in
% of % of
$ revenue $ revenue $ %
Operating expenses:

Research and development $ 98,58 27.2% % 55,15¢ 28.5% % 43,43: 78.1%
Sales and marketing 55,11¢ 15.2 28,60: 14.¢ 26,51: 92.7
General and administrative 18,68¢ 5.2 8,501 4.4 10,18" 119.¢

Total operating expenses  $ 172,39 47.¢% $ 92,25¢ 47.1% $ 80,13: 86.9%

Research and developmerRResearch and development expenses increased riillioh, or 78.7%, for the year ended Decembe
2013 compared to 2012. The increase was primanidytd an increase in personnel costs of $21.8amjllivhich was a result of an increas
153 employees (a 50.0% increase) in research arelaenent headcount. The increase was also duebi® 4 million increase in prototy
expenses as a result of new product introductiodsaa increase in facilities expenses of $4.5 onilli

Sales and marketinGales and marketing expenses increased $26.5midic02.7%, for the year ended December 31, 20h%are!
to 2012. The increase was primarily due to an emean personnel costs of $19.8 million, which waesult of an increase of 57 employee
41.3% increase) in sales and marketing headcolnd. ificrease was also due to an increase of $3lidmih marketing, consulting a
promotional expense related to trade shows, pradiertionstrations and other marketing activities@méhcrease in sales and marketiatatec
IT and system engineering expenses of $2.6 million.

General and administrativeGeneral and administrative expenses increase@ $dillion, or 119.8%, for the year ended Decentiik
2013 compared to 2012. The increase was primadly t a $5.5 million increase in professional ssrviees related to outside lel
accounting, consulting and IT services to supputdased business activity and preparations fasrbgg a public company. The increase
also due to a $3.4 million increase in personnsts;onvhich was a result of an increase of 23 enggsya 67.6% increase) in general
administrative headcount.

Other Income (Expense), Net (in thousands, exceptgentages)

Year Ended December 31, Change in
2013 2012 $ %
Other income (expense), net:
Interest expense $ (7,119 $ (7,057 $ (62 0.€%
Other income (expense), net (759) 13E (889 NM

Total other income (expense), net $ (7,879 $ (6,927 $ (957) 13.7%
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Interest expenselnterest expense was consistent for the yeardeDéeember 31, 2013 compared to 2012.

Other income (expense), nédther income (expense), net decreased $1.0 mftiothe year ended December 31, 2013 compared tc

2012.
Provision for Income Taxes (in thousands, exceptgantages)
Year Ended December 31, Change in
2013 2012 $ %
Provision for income taxes $ 15,81t $ 11,62¢ $ 4,18¢ 36.(%
Effective tax rate 27.1% 35.2%

Provision for income taxes Provision for income taxes increased $4.2 million 36.0%, for the year ended December 31,
compared to 2012. Our effective tax rate decre8segercentage points from 35.3% for the year efdsrember 31, 2012 to 27.1% for 2(
The decrease in the effective tax rate was prigndlile to the beneficial impact of the passage efAmerican Tax Relief Act of 2012 sigr
into law on January 2, 2013, which reinstated #uefal research and development credit. The pgar ympact of the 2012 federal rese:
and development tax credit benefit was recordetarthree months ended March 31, 2013.

Quarterly Results of Operations

The following tables set forth selected unauditedrterly consolidated statements of operations ftat@ach of the quarters in -
years endeDecember 31, 2014 and December 31, 20H3 well as the percentage that each line itemesepts of total revenue. 1
information for each of these quarters has beepapesl on the same basis as the audited annuati@atatements included elsewhere in
Annual Report on Form 1B-and, in the opinion of management, includes djustments, which includes only normal recurringuatinents
necessary for the fair presentation of the resoft®perations for these periods in accordance W&#AP. This data should be read
conjunction with our audited consolidated finanai@tements and related notes included in ltemtBisfAnnual Report on Form 10-K.

Three Months Ended

Dec. 31, Sep. 30, Jun. 30, Mar. 31, Dec. 31, Sep. 30, Jun. 30, Mar. 31,
2014 2014 2014 2014 2013 2013 2013 2013

(in thousands)

Consolidated Statements of
Operations Data:

Revenue $ 17348¢ $ 15546. $ 137,94 $ 117,200 $ 114,76¢ $101,62¢ $ 83,48 $ 61,34
Cost of revenue 57,04¢ 54,50¢ 44,567 35,89: 37,29: 36,58¢ 29,58 19,22(
Gross profit 116,44( 100,95 93,38( 81,31« 77,47: 65,03¢ 53,90: 42,12¢
Operating expenses:
Research and development 44,34¢ 36,23 34,88¢ 33,44¢ 31,35. 26,63 21,08t 19,51
Sales and marketing 25,01¢ 20,95¢ 20,71 18,65¢ 17,41 14,52: 13,04* 10,13t
General and administrative 8,07¢ 9,89¢ 7,12¢ 7,231 6,20¢ 5,24 3,50¢ 3,73¢
Total operating expense 77,43¢ 67,08! 62,72¢ 59,33: 54,96 46,40( 37,63 33,38t
Income from operations 39,00: 33,87: 30,65¢ 21,98: 22,50 18,63¢ 16,26: 8,74:
Other income (expense), net:
Interest expense (76€) (764) (1,43Y) @,779) (1,799 (1,797 (1,779 (1,75))
Other income (expense), net (152) (824 2,472 (764) (631) 29 (@) (99
Total other income
(expense), net (919) (1,589 1,031 (2,539 (2,430) (1,820) (1,779 (1,850)
Income before provision for incon
taxes 38,08: 32,28¢ 31,69: 19,44’ 20,07 16,81¢ 14,49: 6,89¢
Provision for income taxes 7,04¢ 10,42( 10,07: 7,11¢ 6,33¢ 4,96( 4,24( 282
Net income $ 31,037 $ 218 $ 2161¢ $ 12,32¢ $ 13,74 $ 1185 $ 1025, $ 6,611
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Three Months Ended

Dec. 31, Sep. 30, Jun. 30, Mar. 31, Dec. 31, Sep. 30, Jun. 30, Mar. 31,
2014 2014 2014 2014 2013 2013 2013 2013

(As a percentage of revenue)

Consolidated Statements of
Operations Data:

Revenue 100.(% 100.(% 100.(% 100.(% 100.0 % 100.0 % 100.0% 100.0%
Cost of revenue 32.¢ 35.1 32.% 30.€ 32.F 36.C 35.¢ 31.%
Gross profit 67.1 64.¢ 67.7 69. 67. 64.C 64.€ 68.7
Operating expenses:
Research and development 25.€ 23.2 25.¢ 28.5 27.2 26.2 25.2 31.¢
Sales and marketing 14.2 13.F 15. 15.¢ 15.2 14.2 15.€ 16.
General and administrative 4.7 6.4 5.2 6.2 5.4 5.2 4.2 6.1
Total operating expenst 44.7 43.2 45.F 50.€ 47.¢ 45.7 45.1 54.¢
Income from operations 22.¢ 21.3 222 18.¢ 19.€ 18.2 19. 14.%
Other income (expense), net:
Interest expense (0.4) (0.5) (1.0 (1.5 (1.6 1.9 (2.9 2.9
Other income (expense), net (0.2) 0.5 1.€ 0.7) 0.5 — — 0.2)
Total other income
(expense), net (0.5 .0 0. 2.9 (2.9 (1.9 (2.9 3.9
Income before provision for
income taxes 21.¢ 20.7 23.( 16.€ 17.¢ 16. 17.¢ 112
Provision for income taxes 4.1 6.7 7.2 6.1 5. 4.8 5.1 0.4
Net income 17.€% 14.0% 15.1% 10.5% 12.0% 11.7% 12.2% 10.€ %

Liquidity and Capital Resources

Our principal sources of liquidity are cash andhcaguivalents, marketable securities, and cashrgetefrom operations. As
December 31, 2014 , cash and cash equivalents ariktable securities were $449.5 milliohwhich approximately $56.6 million was h
outside the U.S. in our foreign subsidiaries. Weehaot repatriated nor do we currently have plansepatriate these funds, but if we wer
repatriate cash held outside of the U.S. for doimesish operations, we would be required to acang pay U.S. income taxes to repat
these funds less any previously paid foreign inctemes. We consider the undistributed earningsiofareign subsidiaries as Biecember 3:
2014 to be indefinitely reinvested, and, accordingb U.S. income taxes have been provided thereon.

On June 6, 2014, we completed our IPO in which ald 6,037,500 shares of our common stock at a puffering price 0f$43.0(
per share, which included 787,500 shares of comstook issued pursuant to the exercise in full af tverallotment option by tt
underwriters. The IPO resulted in proceeds of 3fillion , net of underwriting discounts and comseions of $15.6 milliorand othe
issuance costs of $5.0 millianin connection with the closing of the IPO, all @fir outstanding convertible preferred stock autaraly
converted into 24,000,000 shares of common stock @me -to-one basis.

Upon the closing of our IPCall noteholders with the exception of one notehotmmverted the principal and accrued interest an
outstanding under their subordinated convertibEpssory notes into shares of our common stocketRPO price of $43.0per share. Tt
noteholder, who did not elect to so convert, waisl gatotal of $23.6 millionwhich included principal and accrued interest lepplicabl
withholding taxes of $1.1 million . The remainddrtbe noteholders converted the remaining debtrealeof approximatelyp96.5 millior
including principal and accrued interest into 2.ifliom shares of our common stock.

Our cash and cash equivalents and marketable 8eswaie held for working capital purposes. We ptanontinue to invest for long-
term growth. One of the principal purposes of ®R®Iwas to obtain additional capital to fund thewgloof our business. We believe that
existing cash and cash equivalents together wigsh aw from operations will be sufficient to memir working capital requirements and
growth strategies for the foreseeable future. @turé capital requirements will depend on manydestincluding our growth rate, the tim
and extent of our spending to support researchdaweélopment activities, the timing and cost of lels$hing additional sales and marke!
capabilities, the introduction of new and enhanpsstiuct and service offerings, our costs and actessitsourcing our manufacturing,
costs related to investing in or acquiring complatagy or strategic businesses and technologiessisa/ the continued market acceptanc
our products. If we require or elect to seek addal capital through debt or equity financing ie fature, we may not be able to raise capiti
terms acceptable to us. If we are required and lan@abraise additional capital when desired, ousifess, operating results, and finar
condition may be adversely affected.
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Cash Flows

December 31,
2014 2013
(in thousands)
Cash and cash equivalents $ 240,03: $ 113,66¢

Year Ended December 31,

2014 2013 2012
(in thousands)
Cash provided by operating activities $ 11451¢ $ 34,64¢ 3 26,30¢
Cash used in investing activities (249,367 (19,49) (12,359
Cash provided by financing activities 261,33 9,88¢ 3,971
Effect of exchange rate changes (129 (34) Q)
Net increase in cash and cash equivalents $ 126360 $§  2500¢ $ 17,93(

Cash Flows from Operating Activities

Our primary source of cash from operating actigities been from cash collections from our custonvesexpect cash inflows frc
operating activities to be affected by increasesailles and timing of collections. Our primary usésash from operating activities have b
for personnel costs and investment in sales an#tetiag and research and development. We expectaaflows from operating activities
increase as a result of further investment in satesmarketing and increases in personnel cost® agow our business.

During the year ended December 31, 2014 , cashid@dwy operating activities was $114.5 milliprimarily from net income ¢«
$86.9 million , net non-cash charges of $11.8 orillj and an increase of $15.8 millidne to changes in our operating assets and liabiliTh
increase in cash from operating assets and ligsilivas primarily due an increase in deferred regenf $47.6 million resultingrom the
increase in sales, an increase in accrued liagsliof $18.9 millionargely related to our payroll and corporate bopla and an increase
accounts payable of $14.0 millicdue to the timing of our payments, partially offést a reduction in cash from an increase in ac®
receivable of $19.8 million from higher productspshents, an increase in inventories of $13.4 millio meet our customer demand ant
increase in prepaid expenses and other currenisass$32.6 millionprimarily due to higher prepaid taxes, and suppkates resulting fro
our increased inventory purchases.

During the year ended December 31, 2013, cash g¢edvby operating activities was $34.6 millipprimarily from net income |
$42.5 million and non-cash charges of $6.8 milljgrartially offset by a decrease of $14.6 millidme to changes in our operating asset:
liabilities. The decrease in cash from operatingetssand liabilities was primarily due to a $49.@iom increase in inventory for anticipa
growth in our business, a $28.3 milliorcrease in accounts receivable due to an inclieasales partially offset by an increase in casimfi
$3.0 million decrease in prepaid expenses and ctireent assets, partially offset by an increaseash from a $3.9 milliomcrease in accour
payable primarily attributable to the timing of pagnts, a $12.0 milliomcrease in accrued liabilities attributable toHgagwarranty liabilitie
and higher accrued personnel costs due to growtmeadcount, a $34.1 milliomcrease in deferred revenue due to increased salgs
$6.0 million increase in interest payable attritlgato our outstanding convertible promissory nptesluding our related party converti
promissory notes.

During the year ended December 31, 2012, cashgedy operating activities was $26.3 million , sisting of net income df21.:
million adjusted by non-cash charges of $4.0 milland a $0.9 milliorincrease due to changes in our operating assetdianilities. The
increase in cash from operating assets and liglsilivas primarily due to a $22.0 milliamcrease in accounts receivable due to an incries
sales, a $7.2 million increase in inventory andb@ $nillion increase in prepaid expenses and otberent assets, partially offset bypa3.t
million increase in deferred revenue due to inedasales, a $6.5 millioncrease in accrued liabilities attributable toH@gwarranty liabilitie
and higher accrued personnel costs due to growtteamlcount and a $6.0 million increase in intepasiable attributable to our outstanc
convertible promissory notes, including our relgt@gty convertible promissory notes.

Cash Flows from Investing Activities

Our investing activities have consisted primarifyparchases of property and equipment. We expecbittinue to make purchase:
property and equipment to support continued grathur business.

During the year ended December 31, 2014, cash insedesting activities was $249.4 millignconsisting primarily of purchases
marketable securities of $210.0 million , purchaseproperty and equipment of $13.1 million andestinvesting activities 0$38.2 millior
largely due to a $33.6 million equity investmentisprivately held companies, partially offset by fimeceeds of the repayments of our n
receivable of $8.0 million and the release of @stricted cash into cash and cash equivalentsidd réillion .
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During the year ended December 31, 2013, cash insiedesting activities was $19.5 million , of whi&20.3 millionrelates to th
purchase of property and equipment offset by natesivable repayments of $1.0 million.

During the year ended December 31, 2012, cash ms@t/esting activities was $12.4 million , of whic3.3 millionrelates t
purchases of property and equipment, $5.0 millielates to an investment in a private company an@ #llion relates to an increase
restricted cash representing a security depositired) for a facility lease.

Cash Flows from Financing Activities

Our cash flows provided by financing activitiesnparily consisted of proceeds from the IPO and ésescof stock options partia
offset by repayment of our subordinated convertgstamissory notes.

During the year ended December 31, 2014 , cashigedwy financing activities was $261.3 milligrconsisting primarily of n
proceeds raised from our IPO of $239.3 millionggaeds from the exercise of stock options, neéptirchases of $25.4 millieand excess ti
benefits from our incentive plans amounting to #1million . These proceeds were partially offset by the reqgt of our notes payable
$20.0 million .

During the year ended December 31, 2013, cash gedvby financing activities was $9.9 milligrconsisting primarily of procee
from the exercise of stock options, net of repuselsaamounting to $9.0 milliand excess tax benefits realized from our equitgnitive plan
amounting to $0.9 million .

During the year ended December 31, 2012, cashg@edwby financing activities was $4.0 million , cmti;ig primarily of $3.9 million
in proceeds from the exercise of common stock aptioet of repurchases.

Debt Obligations

In January 2011, we sold $55.0 million aggregatecipal amount of subordinated convertible promigswtes, or Convertible Nott
to outside investors and $25.0 million aggregateggwal amount of Convertible Notes to two trustattare related to two of our ¢ounders. |
June 2011, we sold an additional $20.0 million aggte principal amount of Convertible Notes to ioletsnvestors. The interest rate on
Convertible Notes was 6.0% per annum, computedhemasis of the actual number of days elapsed gedraof 365 days. Upon the closing
our IPO, all noteholders with the exception of one noteholdenverted the principal and accrued interest arthoutstanding under th
subordinated convertible promissory notes into eshaf our common stock at the IPO price of $4%80share. The noteholder, who did
elect to so convert, was paid a total of $23.6iamllwhich included principal and accrued interestsl applicable withholding taxes $1.1
million . The remainder of the noteholders conwéittee remaining debt balance of approximately $®6ilbon including principal and accru
interest into 2.2 million shares of our common ktoc

Off-Balance Sheet Arrangements

As of December 31, 2014we did not have any relationships with any unotidated entities or financial partnerships, susteatitie:
often referred to as structured finance or spquispose entities that would have been establisbeth& purpose of facilitating offalanc
sheet arrangements or other contractually narroimited purposes.

Contractual Obligations and Commitments

Our contractual commitments will have an impacban future liquidity. Our contractual obligationspresent material expected or
contractually committed future obligations withrtex in excess of one year. We believe that we \ilble to fund these obligations through
cash generated from operations and from our egisi#@sh balances.

The following summarizes our contractual obligati@md commitments as of December 31, 2014 (in Hrolsy:

Payments Due by Period

Less than More than
Total 1 Year 1to 3 Years 3to5 Years 5 Years
Financing lease obligation $ 54,96¢ $ 558t $ 17,80C $ 12,76¢ $ 18,81
Operating lease obligations 45,18¢ 2,58: 14,83( 10,90: 16,87¢
Total $ 100,15 $ 8,171 $ 32,63( $ 23,67C $ 35,68¢

"Includes interest and land lease

The contractual obligation table above excludeditbilities of $18.6 million related to uncertdiax positions because we are un
to make a reasonably reliable estimate of the gnoiihsettlement, if any, of these future payments.
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Critical Accounting Policies and Estimates

We have prepared our consolidated financial statésne accordance with GAAP and include our accewmd the accounts of «
wholly owned subsidiaries. The preparation of thesesolidated financial statements requires ouragament to make estimates, assump
and judgments that affect the reported amountsséta and liabilities at the date of the finanstatements, disclosure of contingent asset
liabilities at the date of the financial statemeautsl the reported amounts of revenue and expensegydhe applicable periods. We base
estimates, assumptions and judgments on histoekpérience and on various other factors that wéewelto be reasonable under
circumstances. Different assumptions and judgmevdsid change the estimates used in the preparaifonur consolidated financ
statements, which, in turn, could change the redudim those reported. We evaluate our estimagssinaptions and judgments on an ong
basis. The critical accounting estimates, assumptend judgments that we believe have the mosifis@m impact on our consolidat
financial statements are described below.

Revenue Recognition

We generate revenue from the sale of network sedtethich incorporate our EOS software and accesssatich as cables and of.
to direct customers and channel partners togetiterRCS. We typically sell products and PCS inrgls transaction. We recognize reve
when all of the following criteria are met: perswasevidence of an arrangement exists, delivergesformance has occurred, the sales pri
fixed or determinable and collectability is readalgassured.

We define each of the four criteria above as folow

. Persuasive evidence of an arrangement exi&gidence of an arrangement consists of stode purchase orders
purchase orders issued pursuant to the terms amditioms of a master sales agreement. It is outipeto identify an end custon
prior to shipment to a reseller or distributor.

. Delivery or performance has occurredVe use shipping documents or written evidenceustamer acceptance, wt
applicable, to verify delivery or performance. Weeagnize product revenue upon transfer of title @sid of loss, which primarily
upon shipment to customers. We generally do nog Iséynificant obligations for future performandghts of return, pricing credits
customer acceptance provisions associated witlprmatuct sales. In instances where substantive taoeg provisions are specifiec
the customer arrangement, revenue is deferredalhéitceptance criteria have been met.

. The sales price is fixed or determinabM/e assess whether the sales price is fixed orrdetable based on payment te
and whether the sales price is subject to refuratprstment.

. Collectability is reasonably assuredVe assess probability of collectability on a custo-by-customer basis. Our customr
and channel partners are subjected to a crediweprocess that evaluates their financial conditind ability to pay for products &
services.

PCS is offered under renewable, fesed contracts, which include technical suppantghlare repair and replacement parts be
standard warranty, bug fixes, patches and unspdaifpgrades on a when-andaifailable basis. We initially defer PCS revenue seubgniz
it ratably over the life of the PCS contract, witie related expenses recognized as incurred. P@iEacts usually have a term of one to tl
years. We include billed but unearned PCS revemueferred revenu

We report revenue net of sales taxes. We incluggsty charges billed to customers in revenue &medrélated shipping costs
included in cost of goods sold.

Multiple-Element Arrangements

Most of our arrangements, other than renewals &,RCe multipleelement arrangements with a combination of prodants PC<
Products and PCS generally qualify as separate ohiiccounting. Our hardware deliverables ancugtedl EOS software together deliver
essential functionality of our products. For muiiglement arrangements, we allocate revenue to edtlbfiaccounting based on the rela
selling price. The relative selling price for eaalbment is based upon the following hierarchy: wergpecific objective evidence, or VSOE
available; thirdparty evidence, or TPE, if VSOE is not availablad ®est estimate of selling price, or BESP, if m&itVSOE nor TPE
available. As we have not been able to establis®&/$r TPE for our products and most of our serviees generally utilize BESP for t
purposes of allocating revenue to each unit of actng.

. VSOE—We determine VSOE based on our historical pricing discounting practices for the specific prodwaotd services wht
sold separately. In determining VSOE, we requisg thsubstantial majority of the staalbne selling prices fall within a reasone
narrow pricing range.

. TPE —When VSOE cannot be established for deliverabtesiltiple-element arrangements, we apply judgment with reésjo
whether we can establish a selling price basedRia. TPE is determined based on competitor pricesferchangeable produ
or services when sold separately to similarly $&dacustomers. However, as our products contaig@ifisant element ¢
proprietary technology and offer substantially eliéint features and functionality, the comparabieimy of products with simil
functionality typically cannot be obtained. Additally, as we are unable to reliably determine wdmanhpetitors productsselling
prices are on a stand-alone basis, we are not@blatain reliable evidence of TPE of selling price

56




. BESP—When we are unable to establish selling price usf$OE or TPE, we use BESP in our allocation of ragesmer
consideration. The objective of BESP is to detemthre price at which we would transact a saledfghoduct or service was s
regularly on a standione basis. BESP is based on considering mulfgattors including, but not limited to the sales ruha
(reseller, distributor or end customer), the gepli@s in which our products and services were @hbthestic or international) a
size of the end customer.

We limit the amount of revenue recognition for defied elements to the amount that is not contingenthe future delivery
products or services, future performance obligatiam subject to customer-specific return, acceygtanm refund privileges.

We account for multiple agreements with a singletrgat as onearrangement if the contractual terms and/or substaf thos
agreements indicate that they may be so closalyethat they are, in effect, parts of a singteragement.

We may occasionally accept returns to address mgstaatisfaction issues even though there is néracinal provision for sur
returns. We estimate returns for sales to custorbasged on historical returns rates applied againsentperiod gross revenues. Spec
customer returns and allowances are considered détenmining our sales return reserve estimate.

Inventories

Inventories primarily consist of finished goods ¢hased from third party contract manufacturers amdstated at the lower of ¢
(computed using the first-in, firstat method) or market value. Manufacturing overheasts and inbound shipping costs are includedhd
cost of inventory. In addition, we also purchasgaie strategic component inventory, including greged circuits which are consigned to
contract manufacturers. We record a provision wimmentory is determined to be in excess of antigigademand or obsolete to ad
inventory to its estimated realizable value.

We use significant judgment in establishing ouetasts of future demand and obsolete material expesThese estimates depen
our assessment of current and expected orders dnamcustomers, product development plans and dusales levels. If actual marl
conditions are less favorable than those projelsyethanagement, which may be caused by factorsmwéhd outside of our control, we may
required to increase our inventory write-downs pravisions for non-cancelable, noaturnable purchase commitments, which could ha
adverse impact on our gross margins and profitgbili

Warranty

We offer a one-year warranty on all of our hardwareducts and a 98ay warranty against defects in any software eméedia the
products. We use judgment and estimates when defegrnwarranty costs based on historical costs ariiy to replace or repair prodt
returns within the warranty period at the time weeagnize revenue. We accrue specifically identifieserves if and when we determine
have a systemic product failure. Historically, wevé identified specific products that failed in firedd prematurely at higher than expec
rates due to various component issues. Althouglemgage in extensive product quality programs, fbi@cproduct failure rates or use
materials differ from estimates, additional waryacwsts may be incurred, which could reduce ousgroargin.

Stock-Based Compensation

Compensation expense related to stbaked transactions, including stock options, mstli stock awards, or RSAs, and s
purchase rights, is measured and recognized iffirhacial statements based on the fair value ofatlvards granted. The fair value of €
stock-based award is estimated on the grant datg tlee Black-Scholes-Merton option-pricing modihe stockbased compensation expel
net of forfeitures, is recognized on a straighelbasis over the requisite service periods of therds, which is generally four years.

Our use of the Black-Scholes-Merton optimricing model requires the input of highly subjeetassumptions, including the fair ve
of the underlying common stock, the expected tefrth@ option, the expected volatility of the prigour common stock, riskee interest ratt
and the expected dividend yield of our common stoltke assumptions used in our option-pricing maggresent managemestbes
estimates. These estimates involve inherent uriotes and the application of managemsniidgment. If factors change and diffe
assumptions are used, our stock-based compensaji@mse could be materially different in the future

These assumptions and estimates are as follows:

. Fair Value of Common Stoclerior to our IPO, we estimated the fair value @ienon stock, based on numerous subje
and objective factors at each grant date.

. Expected TermThe expected term represents the period that miisroawards are expected to be outstanding. Weide
several factors in estimating the expected ternoptfons granted, including the expected lives usgd peer group of compan
within our industry that we consider to be compéab our business, and the historical option ezerbehavior of our employe
which we believe is representative of future bebavi

. Expected Volatility. The volatility is derived from the average histati stock volatilities of a peer group of pul
companies within our industry that we consider éocbmparable to our business over a period equit/&ébethe expected term of 1
stock-based grants. We did not rely on implied tilities of traded options in our industry peecmmon stock because the volum
activity was low. We intend to continue to congighg apply this process using the same or simildslic companies
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until a sufficient amount of historical informatioagarding the volatility of our own common stodlase price becomes available
unless circumstances change such that the idehtifienpanies are no longer similar to us, in whiakeg more suitable compar
whose share prices are publicly available wouldtiezed in the calculation.

. Risk-Free Interest RateThe riskfree interest rate is based on the U.S. Treaswld gurve in effect at the time of grant
zero-coupon U.S. Treasury notes with maturitieg@gdmately equal to the option’s expected term.

. Dividend Yield. We have never declared or paid any cash dividandsdo not presently plan to pay cash dividendkd
foreseeable future. Consequently, we used an esghedtidend yield of zero.

In addition to the assumptions used in the BlackeBxs-Merton optiorpricing model, we must also estimate a forfeitumée ric
calculate the stockased compensation expense for our awards. Owitimd rate is based on an analysis of our actu&ifures. We wil
continue to evaluate the appropriateness of thieifore rate based on actual forfeiture experiemrmlysis of employee turnover and o
factors. Changes in the estimated forfeiture rateltave a significant impact on our stdsed compensation expense as the cumulative
of adjusting the rate is recognized in the peribd forfeiture estimate is changed. We will contirtoeuse judgment in evaluating
assumptions related to our stdo#tsed compensation on a prospective basis. As wenue to accumulate additional data related tc
common stock, we may have refinements to our estisnavhich could materially impact our future stdi@dsed compensation expense.

Income Taxes

Income tax expense is an estimate of current incaxes payable in the current fiscal year basedeported income before inco
taxes. Deferred income taxes reflect the effedeofporary differences and carryforwards that wegeadze for financial reporting and inco
tax purposes.

We account for income taxes under the liabilityrapgh for deferred income taxes, which requiresgaition of deferred income t
assets and liabilities for the expected futuredamsequences of events that have been recognizmg iconsolidated financial statements
have not been reflected in our taxable incomentzggs and judgments occur in the calculation dbaetax liabilities and in the determinat
of the recoverability of certain deferred incomg &ssets, which arise from temporary differenced earryforwards. We measure defe
income tax assets and liabilities using the culyestiacted tax rates that apply to taxable incameffiect for the years in which those tax as
are expected to be realized or settled. We reguéadess the likelihood that our deferred incomessets will be realized based on the pos
and negative evidence available. We record a vialuallowance to reduce the deferred tax assdtsestamount that we are more likely than
to realize.

We believe that we have adequately reserved founoertain tax positions, although we can provideassurance that the final
outcome of these matters will not be materiallfettént. To the extent that the final tax outcomehefse matters is different than the amc
recorded, such differences will affect the prowvisior income taxes in the period in which such deieation is made and could have a mat
impact on our financial condition and results orgiions. The provision for income taxes includes éffects of any reserves that we bel
are appropriate, as well as the related net interes penalties.

Loss Contingencies

We use significant judgment and assumptions tanedé the likelihood of loss or the incurrence diahility in determining los
contingencies. We accrue an estimated loss comaygehen it is probable that a liability has beecuirred and we can reasonably estimat
amount of loss. We record a charge equal to thénmim estimated liability for litigation costs orlass contingency only when both of
following conditions are met: (i) information awatille prior to issuance of our consolidated findmsiatements indicates that it is probable
a liability had been incurred at the date of thaficial statements and (ii) the range of loss @rebsonably estimated. We regularly eva
current information available to us to determinestider such accruals should be adjusted and whegweaccruals are required.

Recent Accounting Pronouncements

Refer to “Recent Accounting Pronouncements’Note 1 to Consolidated Financial Statementsuidet! in Part II, Item 8 of t-
Annual Report on Form 10-K.
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ltem 7A. Quantitative and Qualitative Disclosures Aout Market Risk

We are exposed to market risk in the ordinary awour business. Market risk represents the ofsloss that may impact c
financial position due to adverse changes in firedmoarket prices and rates. Our market risk expossi primarily a result of fluctuations
foreign currency exchange rates, interest ratesrara$tments in privately held companies.

Foreign Currency Risk

Our results of operations and cash flows are stbjeftuctuations due to changes in foreign curyeexchange rates. Substantially
of our revenue is denominated in U.S. dollars. &xpenses are generally denominated in the curreiirciezhich our operations are loca
which is primarily in the U.S. and to a lesser ekxtim Europe and Asia. Our results of operationd eash flows are, therefore, subjec
fluctuations due to changes in foreign currencyhexge rates and may be adversely affected in theefdue to changes in foreign exche
rates. The effect of a 100 basis point hypothetitelnge in foreign currency exchanges rates afghdicm our business would not hav
material impact on our historical consolidated ficial statements.

Interest Rate Sensitivit

Our exposure to market risk for changes in interases relates primarily to our cash and cash edgins, available-fosale
marketable securities, notes receivable and owbitgdiness. Our cash and cash equivalents arerhedsh deposits, money market funds
maturities of less than 90 days from the date oflpase. Our primary exposure to market risk isr@geincome sensitivity, which is affected
changes in the general level of the interest ratehe U.S. However, because of the shiertn nature of the instruments in our portfoli
sudden change in market interest rates would nekpected to have a material impact on our cora@dfinancial statements.

As of December 31, 2014 , we had approximatelp9$2 million invested in available-f@ale marketable securities. An immed
hypothetical change of 100 basis points to ther@sterate would not have a material adverse impaabur future operating results and ¢
flows. As of December 31, 2013, we did not holdssue financial instruments for trading purposes.

Investments in Privately Held Companit

We have invested in privately held companies ind2@hese investments are recorded in investmeats¢urrent in our consolidat
balance sheets and are accounted for using thenetkbd. As of December 31, 201the total carrying amount of our investmentsringtely
held companies was $33.6 millioisome of the privately held companies in whichimeested are in the startup or development stafjesst
investments are inherently risky because the marfetthe technologies or products these companiesieveloping are typically in the e:
stages and may never materialize. We could loseentire investment in these companies. Our evaoati investments in privately he
companies is based on the fundamentals of the dasis invested in, including, among other factihwes,nature of their technologies i
potential for financial return.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Avrista Networks, Inc.

We have audited the accompanying consolidated talaheets of Arista Networks, Inc. as of Decemider2B814 and 2013, and -
related consolidated statements of income, comps#e income, stockholdersquity (deficit) and cash flows for each of thesthyears in tf
period ended December 31, 2014. These financiéérstnts are the responsibility of the Companylanagement. Our responsibility it
express an opinion on these financial statemerstschan our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamioUnited States). Thc
standards require that we plan and perform thet daodibtain reasonable assurance about whethdimntecial statements are free of mate
misstatement. We were not engaged to perform ait afidhe Companys internal control over financial reporting. Ourdés include:
consideration of internal control over financiapoeting as a basis for designing audit procedurasdre appropriate in the circumstances
not for the purpose of expressing an opinion onefffiectiveness of the Compasyinternal control over financial reporting. Accmgly, we
express no such opinion. An audit also includesmxiag, on a test basis, evidence supporting theusms and disclosures in the finan
statements, assessing the accounting principled asd significant estimates made by management,eaatiiating the overall financ
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referrecibove present fairly, in all material respedtg, tonsolidated financial position
Arista Networks, Inc. at December 31, 2014 and 2@h8 the consolidated results of its operatiomsitncash flows for each of the three yi
in the period ended December 31, 2014, in confgrmith U.S. generally accepted accounting prindple

/sl Ernst & Young LLI
Redwood City, California

March 11, 2015
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ARISTA NETWORKS, INC.
Consolidated Balance Sheets
(In thousands, except par value)

December 31,

2014 2013
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 240,03: $ 113,66:-
Marketable securities 209,42t —
Accounts receivable, net of allowances of $3,09 %2339, respectively 96,98: 77,99¢
Inventories 80,51¢ 67,09:
Deferred tax assets 12,25: 12,35¢
Prepaid expenses and other current assets 40,26¢ 7,65:
Investments — 4,00(
Total current assets 679,47¢ 282,76t
Property and equipment, net 71,55¢ 67,20¢
Deferred tax assets 11,51( 4,541
Investments, non-current 36,63¢ —
Other assets 11,84( 10,00¢
TOTAL ASSETS $ 811,020 $ 364,52(
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable $ 32,42¢ % 20,11:
Accrued liabilities 40,36¢ 21,53¢
Deferred revenue 60,32" 41,30¢
Convertible notes payable, related party — 24,74
Accrued interest payable, related party — 4,48¢
Convertible notes payable — 74,05(
Accrued interest payable — 12,967
Other current liabilities 11,24¢ 10,14«
Total current liabilities 144,37 209,34
Income taxes payable 17,32: 14,71¢
Lease financing obligations, non-current 42,54 43,15:
Deferred revenue, non-current 46,14: 17,59¢
Other long-term liabilities 4,981 1,97¢
TOTAL LIABILITIES 255,36! 286,78

Commitments and contingencies (Note 6)
STOCKHOLDERS’ EQUITY:

Preferred stock, $0.0001 par value—100,000 sharts®azed, no shares issued and
outstanding as of December 31, 2014; no shares@zel, issued and outstanding as of
December 31, 2013 — —

Convertible preferred stock, $0.0001 par value—simares and 24,000 shares authorizec
issued and outstanding at December 31, 2014 aneniler 31, 2013; aggregate liquidati
preference of $6,000 as of December 31, 2013 (asré December 31, 2014) — 5,99:

Common stock, $0.0001 par value—1,000,000 and 0@6sBhares authorized as of
December 31, 2014 and December 31, 2013; 65,528 88@7 shares issued and

outstanding as of December 31, 2014 and Decemh&03B 7 3
Additional paid-in capital 426,17: 28,73:
Retained earnings 129,81« 42,96¢
Accumulated other comprehensive income (loss) (334, 36
TOTAL STOCKHOLDERS' EQUITY 555,65¢ 77,73:

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $ 811,02! $ 364,52




The accompanying notes are an integral part ofelmmsolidated financial statements.
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ARISTA NETWORKS, INC.
Consolidated Statements of Income
(In thousands, except per share amounts)

Year Ended December 31,

2014 2013 2012

Revenue $ 584,10t $ 361,22 193,40t
Cost of revenue 192,01! 122,68t 61,25:

Gross profit 392,09: 238,53 132,15t
Operating expenses:

Research and development 148,90¢ 98,58 55,15t

Sales and marketing 85,33¢ 55,11¢ 28,60:

General and administrative 32,33 18,68¢ 8,501

Total operating expenses 266,57¢ 172,39( 92,25¢

Income from operations 125,51: 66,14¢ 39,89’
Other income (expense), net:

Interest expense—related party (782) (1,739 (1,73

Interest expense (5,499 (5,380 (5,329

Other income (expense), net 2,27¢ (7549) 13t

Total other income (expense), net (4,005 (7,877 (6,927)

Income before provision for income taxes 121,50¢ 58,27t 32,97¢
Provision for income taxes 34,65¢ 15,81¢ 11,62¢
Net income $ 86,85( $ 42,46( 21,34¢
Net income attributable to common stockholders:

Basic $ 68,88¢ $ 20,771 9,62

Diluted $ 70,52 % 21,78( 9,66:
Net income per share attributable to common stdclens:

Basic $ 14z % 0.7¢ 0.3¢

Diluted $ 1.2¢ % 0.7z 0.3¢
Weighted-average shares used in computing net iag@nshare attributable to common
stockholders:

Basic 48,42 27,32( 24,71:

Diluted 54,59( 30,05 24,90:

The accompanying notes are an integral part ofelmmsolidated financial statements.
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ARISTA NETWORKS, INC.
Consolidated Statements of Comprehensive Income
(In thousands)

Year Ended December 31,

2014 2013 2012
Net income $86,85( $42,46( $21,34¢
Other comprehensive income (loss), net of tax:
Foreign currency translation adjustments (217, 2) 4
Change in net unrealized loss on available-for-satmirities (153] — —
Other comprehensive income (loss) (370; ) 4
Comprehensive income $86,48( $42,45¢ $21,35!

The accompanying notes are an integral part ofef@msolidated financial statements.
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ARISTA NETWORKS, INC.
Consolidated Statements of Stockholders’ Equity ((fzit)
(In thousands)

. Retained Accumulated
Convertible Preferred Stock Common Stock Earnings Other Total
Additional (Accumulated Comprehensive Stockholders’
Shares Amount Shares Amount Paid-In Capital Deficit) Income Equity (Deficit)
Balance—December 31, 2011 24,000 $ 5,99: 29,78¢  $ 3 3% 6,62: $ (20,84H) $ 34 % (8,199
Net income — — — — — 21,34¢ — 21,34¢
Other comprehensive income, net of te — — — — — — 4 4
Tax benefit for equity incentive plans — — — — 39 — — 3¢
Stock-based compensation — — — — 4,708 — — 4,707
Vesting of stock options and restricted
stock — — — — 861 — — 861
Exercise of stock options, net of
repurchases — — 49¢ — 104 — — 104
Exercise of stock purchase rights — — 2C — 44 — — 44
Balance—December 31, 2012 24,00( 5,992 30,30¢ 8 12,37 504 38 18,91(
Net income — — — — — 42,46( — 42,46(
Other comprehensive income, net of te — — — — — — 2 2
Tax benefit for equity incentive plans — — — — 552 — — 552
Stock-based compensation — — — — 10,15¢ — — 10,15¢
Vesting of stock options and restricted
stock — — — — 4,041 — — 4,041
Exercise of stock options, net of
repurchases — — 1,60( — 1,45¢ — — 1,45:¢
Exercise of stock purchase rights — — 21 — 15¢ — — 15¢
Balance—December 31, 2013 24,000 $ 5,99: 31,927 $ 3 3% 28,737 $ 42,96: $ 3 $ 77,73:
Net income — — — — — 86,85( — 86,85(
Other comprehensive loss, net of tax — — — — — — (370) (370)
Issuance of common stock from initial
public offering, net of offering costs — — 6,03¢ 1 239,05 — — 239,05!
Conversion of convertible preferred stc
into common stock upon initial public
offering (24,000) (5,999 24,00( 8 5,98¢ — — —
Conversion of notes payable and accrued
interest into common stock upon initial
public offering — — 1,54: — 66,33¢ — — 66,33¢
Conversion of notes payable and accrt
interest, related party, into common stc
upon initial public offering — — 701 — 30,15: — — 30,15:
Tax benefit for equity incentive plans — — — — 17,35¢ — — 17,35¢
Stock-based compensation — — — — 27,61¢ — — 27,61¢
Vesting of stock options and restricted
stock — — — — 4,09¢ — — 4,09t
Exercise of stock options, net of
repurchases = = 1,31¢ = 6,82¢ = — 6,82¢
Balance—December 3:]_Y 2014 - $ —_ 65,52f $ 7 $ 426,17 $ 129,811 $ (334) $ 555,651

The accompanying notes are an integral part ofelmmsolidated financial statements.
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ARISTA NETWORKS, INC.
Consolidated Statements of Cash Flows
(In thousands)

Year Ended December 31,

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $
Adjustments to reconcile net income to net cashigenl by operating activities:
Depreciation and amortization
Stock-based compensation
Deferred income taxes
Provision for bad debts
Realized gain on notes receivable
Amortization of debt discount
Write-off of debt discount on notes payable
Excess tax benefit on stock based-compensation
Other
Changes in operating assets and liabilities:
Accounts receivable
Inventories
Prepaid expenses and other current assets
Other assets
Accounts payable
Accrued liabilities
Deferred revenue
Interest payable
Interest payable—related party
Income taxes payable
Other liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment
Purchases of marketable securities
Proceeds from repayment of notes receivable
Change in restricted cash
Other investing activities

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from initial public offering, net of issga cost
Repayment on notes payable
Principal payments of lease financing obligations
Proceeds from issuance of common stock upon exggaptions, net of repurchase
Excess tax benefit on stock-based compensation

Net cash provided by financing activities

Effect of exchange rate changes

NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS—Beginning of period

CASH AND CASH EQUIVALENTS—ENnd of period $

2014 2013 2012
86,85( $  42,46( $  21,34¢
10,02: 5,04¢ 1,77¢
27,61¢ 10,15¢ 4,70z
(6,774) (8,831) (3,729

86C 191 32€
(4,000 — —
527 1,11€ 1,04(
68C — —

(17,436 (882) (95)

34¢ — —

(19,849 (28,289 (22,049

(13,425 (49,179 (7,159

(32,616 2,981 (5,009)
(4,261) (308) (179
14,00° 3,86¢ 3,847
18,87+ 11,96 6,54¢
47,56 34,12' 13,45:
(1,630 4,501 4,51z

67C 1,50( 1,50¢
4,371 2,141 4,91
2,10t 2,08( 537
114,51¢ 34,64¢ 26,30¢

(13,139 (20,316 (3,317

(210,019 — —
8,00( 1,00( —
4,04 — (4,040)

(38,249 (175) (5,000

(249,36:) (19,497 (12,357

239,31 — —

(20,000 — —

(799) — —
25,37¢ 9,00¢ 3,88:
17,43¢ 882 95
261,33 9,88¢ 3,977
(124) (34) 1)

126,36° 25,00¢ 17,93(

113,66« 88,65t 70,72

240,03: $ 11366c $ 88,65
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ARISTA NETWORKS, INC.
Consolidated Statements of Cash Flows
(In thousands)

Year Ended December 31,

2014 2013 2012
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid for income taxes $ 44770 $ 16,80¢ $ 15,11«
Cash paid for interest— notes payable $ 3,63¢ $ — 3 —
Cash paid for interest— lease financing obligation $ 2,80¢ $ — ¢ —
SUPPLEMENTAL DISCLOSURES OF NON-CASH INVESTING AND FINANCING
INFORMATION:
Conversion of notes payable and accrued interegirramon stock upon initial public
offering $ 66,33t $ — $ —
Conversion of notes payable and accrued intested party, to common stock ug
initial public offering $ 30,15: $ — 3 —
Conversion of convertible preferred stock to comrstmtk upon initial public offerin $ 599: $ — ¢ —
Increase in accounts payable and accrued liakiliéated to property and equipme $ 1,24C % 2,66¢ $ 88¢
Acquisition of building with financing obligation $ 45¢ % 18,71¢  $ 25,25!
Unpaid deferred offering costs $ 261 $ — % —

The accompanying notes are an integral part ofef@msolidated financial statements.
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ARISTA NETWORKS, INC.
Notes to Consolidated Financial Statements

1. Organization and Summary Significant Accountig Policies

Organization

Arista Networks, Inc. (together with our subsidgssi “we,” “our” or “us”)is a supplier of cloud networking solutions thag¢ ssftwar
innovations to address the needs of large-scadeniet companies, cloud service providers and gereration enterprise. Our cloud networl
solutions consist of our Extensible Operating Systa set of network applications and our 10/40/@i§abit Ethernet switches. We w
incorporated in October 2004 in the State of Catif under the name Arastra, Inc. In March 2008 re@iecorporated in the State of Nev
and in October 2008 changed our name to Arista bidgdsy Inc. We reincorporated in the state of Delawia March 2014. Our corpor:
headquarters are located in Santa Clara, Califoarid we have whollpwned subsidiaries throughout the world, includigrth America
Europe, Asia and Australia.

Initial Public Offering

On June 6, 2014, we completed our initial publifeafig (the “IPO”) in which we sold 6,037,5@Mhares of our common stock ¢
public offering price of $43.00 per share, whicklided 787,500 shares of common stock issued pursaghe exercise in full of the over-
allotment option granted to the underwriters. TR® Iresulted in proceeds of $239.1 milliomet of underwriting discounts and commissior
$15.6 million and other issuance costs of $5.0iomll In connection with the closing of the IPO, all@mfr outstanding convertible prefer
stock automatically converted into 24,000,000 shafecommon stock on a one -to-one basis.

Upon the closing of our IPO, all noteholders witle £xception of onaoteholder converted the principal and accruedésteamour
outstanding under their subordinated convertiblEnpssory notes into shares of our common stocke@iPO price of $43.0per share. Tt
noteholder, who did not elect to so convert, waisl patotal of $23.6 milliorwhich included principal and accrued interest lapplicablt
withholding taxes of $1.1 million . The remainddrthe noteholders converted the remaining debtrizaleof approximately$96.5 millior
including principal and accrued interest into 2.ifliam shares of our common stock.

Basis of Presentation

The accompanying consolidated financial statemieistade the accounts of Arista Networks, Inc. and wholly owned subsidiarie
All significant intercompany accounts and transatdi have been eliminated. Our consolidated finhistégements are prepared in accord
with U.S. generally accepted accounting princig@aAP).

Use of Estimates

The preparation of the accompanying consolidatednitial statements in conformity with GAAP requitesto make estimates ¢
assumptions that affect the amounts reported asmodied in the consolidated financial statementsaatompanying notes. Those estim
and assumptions include, but are not limited tuemeile recognition and deferred revenue; allowancedbubtful accounts and sales re
reserve; determination of fair value for stdzksed awards; accounting for income taxes, inctudire valuation allowance on deferred
assets and reserves for uncertain tax positiongatian of inventory; valuation of warranty accrsiahnd the recognition and measureme
contingent liabilities. We evaluate our estimatad assumptions on an ongoing basis using histoejérience and other factors and au
those estimates and assumptions when facts anthtdtances dictate. As future events and their &ffegnnot be determined with precis
actual results could differ from these estimates, those differences could be material to the dagesied financial statements.

Consolidation of Variable Interest Entities

We use a qualitative approach in assessing theotidason requirement for variable interest enst{¥/IEs). This approach focuses on
determining whether we have the power to directittevities of the VIE that most significantly aftethe VIE's economic performance and
whether we have the obligation to absorb lossetheoright to receive benefits, that could potdlytiae significant to the VIE. For all periods
presented in the accompanying consolidated finbetéements, we have determined that we are eqtrimary beneficiary of any VIEs.
However, in the event that we are the primary beizef of a VIE entity, the assets, liabilities,daresults of operations of the VIE will be
included in our consolidated financial statements.

Business Concentrations

We work closely with third parties to manufacturedadeliver our products. As of December 31, 201d 2013 , twosupplier:
provided all of our electronic manufacturing seedacOur products rely on key components, includieigain integrated circuit components
power supplies some of which our contract manufacsupurchase on our behalf from a limited number

68




of suppliers, including certain sole source prokéd&/e do not have guaranteed supply contracts avithof our component suppliers, and
suppliers could delay shipments or cease manufagtsuch products or selling them to us at any titheve are unable to obtain a suffici
guantity of these components on commercially realslenterms or in a timely manner, sales of our pctelcould be delayed or halted enti

or we may be required to redesign our products.liQuar performance failures of our products or ebas in our contractors’ or vendors
financial or business condition could disrupt obiligy to supply quality products to our customeisiy of these events could result in lost s
and damage to our end-customer relationships, whdathlid adversely impact our business, financialdition and results of operations.

Concentrations of Credit Risk

Financial instruments that potentially subject mgdncentrations of credit risk consist primarifycash, cash equivalents, market:
securities, restricted cash, accounts receivaldenates receivable. Our cash, cash equivalentgestdcted cash are invested in high qu
financial instruments with banks and financial itugions. Such deposits may be in excess of inslingits provided on such deposits.

Our accounts receivable are unsecured and reprasenints due to us based on contractual obligatibosir customers. We mitige
credit risk in respect to accounts receivable bgfgpming ongoing credit evaluations of our custom&y assess the probability of acco
receivable collection based on a number of factocdyuding past transaction experience with thaamer, evaluation of their credit history,
credit limits extended and review of the invoiciteyms of the contract. We generally do not reqoine customers to provide collatera
support accounts receivable. We have recorded lawaaice for doubtful accounts for those receivaltheg we have determined not to
collectible. Our notes receivable are secured apdesent amounts due to us from a private comp&ieymitigate credit risk in respect to
notes receivable by performing ongoing credit extiins of the borrower to assess the probabilityaliecting all amounts due to us under
existing contractual terms.

We market and sell our products through both oveadisales force and our channel partners, inctudistributors, valuadde:
resellers, system integrators and original equigmeanufacturer (“OEM”partners. Significant customers are those whichesgmt more thi
10% of our total net revenue during the period or restoaints receivable balance at each respective dmlsimeet date. For each signific
customer, revenue as a percentage of total revamiaccounts receivable as a percentage of tatatiats receivable are as follows:

Revenue Accounts Receivable
Year Ended December 31, December 31,
Customers 2014 2013 2012 2014 2013
Customer A 15% 22% 15% 15% 17%
Customer B * * * * 11%

*less than 10%
Reclassifications

As a result of a change in classification, we heatassified our spare parts inventory from invento other current and nosurren
assets as of December 31, 20RBpare parts inventory are used to satisfy ouramdy obligations, and are not available for saleised in th
production process. Prior year balances have badjestad to conform to this new classification fomparability purposes.

Comprehensive Income

Comprehensive income is comprised of net incomeadhdr comprehensive income. Unrealized gains assek on available-faale
investments and foreign currency translation adjesits are included in our other comprehensive ircomoss.

Cash and Cash Equivalents

We consider all highly liquid investments with shtmaturity of three months or less at the tim@uwfthase to be cash equivale
Cash and cash equivalents consist of cash on degitisivarious financial institutions and highhgtiid investments in money market fur
Interest is accrued as earned.

Marketable Securities

We invest our excess cash primarily in money maalket highly liquid debt instruments of the U.S. gmment. We classify all higt
liquid investments with stated maturities of greadl@an three months as marketable securities. \Wardae the appropriate classification of
investments in marketable securities at the timpur€hase and reevaluate such designation at edahde sheet date. We have classifiec
accounted for our marketable securities as avaifdilsale. We may or may not hold securities with stawedurities greater than 12 mor
until maturity. After consideration of our risk we1s reward
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objectives, as well as our liquidity requirementg may sell these securities prior to their statedurities. As we view these securitie:
available to support current operations, we clgssgiturities with maturities beyond 12 months aserit assets under the caption marke:
securities in the accompanying consolidated balaheets. We carry these securities at fair value report the unrealized gains and losse:
of taxes, as a component of stockholders’ equitgept for unrealized losses determined to be atiemtemporary, which we record as ot
income (expense), net. We determine any realizats ga losses on the sale of marketable secudties specific identification method, and
record such gains and losses as a component oféshind other income, net.

Fair Value Measurements

Our assets and liabilities which require fair valmeasurement consist of cash and cash equivalessicted cash, marketa
securities, accounts receivable, investments, axtsgoayable, accrued liabilities and convertibléergpayable. Cash equivalents, restri
cash, accounts receivable, accounts payable andeacdiabilities are stated at carrying amountsegorted in the consolidated finan
statements, which approximates fair value due édr tthort term nature. For certain investments wivee have elected the fair value opt
these investments are stated at fair value. Theringramounts of our convertible notes payable axipnate fair value as the stated inte
rates approximate market rates currently availables.

Assets and liabilities recorded at fair value am@urring basis in the accompanying consolidatddnioa sheets are categorized b
upon the level of judgment associated with the ispused to measure their fair value. Fair valugefined as the exchange price that woul
received for an asset or an exit price that wowddphid to transfer a liability in the principal orost advantageous market for the ass
liability in an orderly transaction between markerticipants on the measurement date. Valuatiomigoes used to measure fair value t
maximize the use of observable inputs and mininieeuse of unobservable inputs. The authoritativielance on fair value measuremt
establishes a three-tier fair value hierarchy fscldsure of the inputs used to measure fair vadseuments as follows:

Level I—Inputs are unadjusted, quoted prices in activekatarfor identical assets or liabilities at the meament date;

Level Il—Inputs are observable, unadjusted quoted pricastiie markets for similar assets or liabilitiesadjusted quoted prices
identical or similar assets or liabilities in matkehat are not active, or other inputs that argeokable or can be corroborated by obsen
market data for substantially the full term of tieéated assets or liabilities; and

Level Il —Unobservable inputs that are supported by littlen@market data for the related assets or liabdlitind typically refle
management’s estimate of assumptions that marketipants would use in pricing the asset or ligypil

Our financial instruments consist of Level | andveklll assets. Level | assets include highly ldjunoney market funds that .
included in cash and cash equivalents and U.S.rgment notes classified as marketable securitieselLlll assets that were measured
recurring basis consisted solely of our notes wad#e. We classified the notes receivable as LBYehs we used unobservable inputs to
valuation methodology that were significant to thie value measurement, and the valuation requitadagement judgment due to the abs
of quoted market prices. We measured the fair véduecertain investments based upon the probahiltyghted present value of expec
future investment returns, considering each ofpthgsible future outcomes available to us. The @it unobservable inputs used in the
value measurement of the convertible notes arestiemario probabilities and the discount rate eséchat the valuation date. Gener:
increases (decreases) in the discount rate wousldtran a directionally opposite impact to the faalue measurement of the notes. 2
changes in the probability scenarios would have Vegling impacts depending on the weighting of espécific scenario. More weighti
towards a change in control or an equity finandigghe investee would result in an increase invalue of the notes receivable.

Restricted Cash

We had restricted cash pledged as collateral reptieg) a security deposit required for a faciliade. As of December 31, 201®¢
had classified the restricted cash of $4.0 milksnother assets in our accompanying consolidatedideasheet. We did not have any restri
cash as of December 31, 2014 .

Foreign Currency
The functional currency of our foreign subsidiaigsither the U.S. dollar or their local currency

Transaction re-measurememtssets and liabilities denominated in a currentyeothan the foreign subsidiaries’ functional cooe
are re-measured into the functional currency usiahange rates in effect at the end of the reppariod, with gains and losses recorded in
other income (expense), net in the consolidataérsnts of income. We recognized $0.6 million 1$@illion and $0.2 million in transaction
losses for the years ended December 31, 2014 ,&@d.2012 , respectively.

Translation-Assets and liabilities of subsidiaries denominateireign functional currencies are translated idtS. dollars at the
closing exchange rate on the balance sheet datecpuiy related balances are translated at higioeixchange rates. Revenues, costs and
expenses in foreign functional currencies are tet@d using average exchange rates that
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approximate those in effect during the period. $hation adjustments are accumulated as a sepanaigonent of accumulated other
comprehensive income within stockholders’ equitgfigit).

Accounts Receivable, Allowance for Doubtful Accourst, and Sales Return Reserves

Accounts receivable are recorded at the invoiceduamt net of allowances for doubtful accounts, aates return reserves. '
estimate our allowance for doubtful accounts bagssh the collectability of the receivables in ligiithistorical trends, adverse situations
may affect our customersibility to pay and prevailing economic conditiofi$his evaluation is done in order to identify isswgsich ma
impact the collectability of receivables and refhtstimated required allowance. Revisions to thewaince are recorded as an adjustme
bad debt expense. After appropriate collectionreffare exhausted, specific accounts receivablmeeé¢o be uncollectible are charged ag:
the allowance in the period they are deemed urctddle. Recoveries of accounts receivable previousltten-off are recorded as credits to |
debt expense. We estimate our sales return resbages] on historical return rates applied againstent period gross revenues. Spe
customer returns and allowances are considered wlmmining our sales return reserve estimateisi@s to the reserve are recorde
adjustments to revenue and the sales return reserve

We mitigate credit risk in respect to accounts issdde by performing ongoing credit evaluationsafr customers and chan
partners to assess the probability of accountsvaloke collection based on a number of factorsluitiog past transaction experience with
customer or channel partner, evaluation of creditohy, the credit limits extended and review o ihvoicing terms of the arrangement
situations where a partner or customer may beytlgapitalized and we have limited payment histoithvit, we will either establish a sm
credit limit or require it to prepay their purchase

Inventories

Inventories primarily consist finished goods pumsddh from third party contract manufacturers and stia¢ed at the lower of c
(computed using the first-in, firstat method) or market value. Manufacturing overheasts and inbound shipping costs are includedhd
cost of inventory. In addition, we also purchasgaie strategic component inventory, including greged circuits which are consigned to
contract manufacturers. We record a provision wimwentory is determined to be in excess of antieigademand, or obsolete, to ad
inventory to its estimated realizable value. Far years ended December 31, 2014 , 2013 and 20&2ncowrred inventory write-downs &2.€
million , $5.3 million and $3.2 million , respectily.

We outsource most of our manufacturing and suppfircmanagement operations to two thpaity contract manufacturers and .
result, a significant portion of our cost of reventonsists of payments to them. Our tipatty contract manufacturers purchase and ¢
portion of the material used to build our switclogucts until they are shipped to us, at which tiooe thirdparty contract manufactur
invoice us. In addition, we also purchase certaiatesgic component inventory, including integratéatuits which are consigned to our third-
party contract manufacturers. As of December 3142dhd 2013 , our strategic component inventonsigored to others was $17.1 milliamc
$18.3 million , respectively, and are includedawmaterials.

Our finished goods inventory consists of our fieidhswitch products and accessories. This inveritotgcated principally at third-
party direct fulfillment facilities in Californiathe Netherlands and Singapore.

Property and Equipment

Property and equipment are stated at cost, lessradated depreciation. Depreciation is calculatsidgithe straightine method ove
the shorter of the estimated useful lives of tHateel assets, generally from one to five yearsy&drs for buildings or the lease term
leasehold improvements. The leased building underbaild to suit lease is capitalized and includegroperty and equipment as we w
involved in the construction funding and did notahthe “sale-leaseback” criteria.

Investments
Investments in Privately-held Companies

In 2014, we have equity investments in privatedlel companies. Our investments are accountedrfderuthe cost method and
included in investments, narurrent in the accompanying consolidated balaneetsh Initial measurement of our investments uridercos
method were recorded at historical cost which regmés our initial investment in the privatdlgld companies. We will periodically assess
evaluate our cost method investments for impairraexlt perform an assessment based on evaluatioreddlbfinancial performance, indus
and market conditions, and other relevant evenfaaiors deemed necessary that may affect carjahge. If we determine that a decreas
the equity investments should be recognized givepairment that is considered “other-than-temporanyhature, we will writedown the
carrying amount to its revised new fair value.

Notes Receivable

In 2014, we also entered into an unsecured promyisgue with a privately held company which wasorgled at cost.
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In 2012, we entered into secured note purchaseagnats with a private company to provide them withh advances. We elected
fair value option to account for these investmears recorded unrealized gains and losses in earrdhg@ach subsequent reporting ¢
Accordingly, these notes receivable were remeastoefdir value at the end of each reporting peridgfront costs and fees incurrec
conjunction with entering into notes receivable avekpensed and recognized in earnings as incud@ds and losses from the change in
value, as well as interest income, were recordeather income (expense), net in the accompanyingaaated statements of income at ¢
reporting period. In 2014, we received paymentuilh ffom the borrower equal to twiimes our outstanding principal balance as weltha
unpaid accrued interest through the payment date.

Impairment of Long-Lived Assets and Investments

The carrying amounts of our long-lived assets,uditlg property and equipment and investments imagely-held companies, &
periodically reviewed for impairment whenever egeaot changes in circumstances indicate that theingrvalue of these assets may nc
recoverable. Recoverability of these assets is uneddy comparison of the carrying amount of easegto the future undiscounted cash fi
the asset is expected to generate over their rémgdines. If the asset is considered to be imphitee amount of any impairment is meas
as the difference between the carrying value aaddh value of the impaired asset. No impairmdrary longlived assets was identified -
any of the periods presented.

Revenue Recognition

We generate revenue from sales of switching predwtiich incorporate our EOS software and accessstieh as cables and optic
direct customers and channel partners together pagt contract customer support (“PCSNe typically sell products and PCS in a sil
transaction. We recognize revenue when all of tlewWing criteria are met: persuasive evidence ofasrangement exists; delivery
performance has occurred; the sales price is fixetkterminable; and collectability is reasonaldyuaed.

We define each of the four criteria above as folow

. Persuasive evidence of an arrangement ex Evidence of an arrangement consists of stode purchase orders or purct
orders issued pursuant to the terms and conditbasmaster sales agreement. It is our practi¢éeiotify an end customer prior
shipment to a reseller or distributor.

. Delivery or performance has occurre We use shipping documents or written evidenceustamer acceptance, when applice
to verify delivery or performance. We recognize duat revenue upon transfer of title and risk ofsloswhich primarily is upc
shipment to customers. We do not have significdnigations for future performance, such as custoawmeptance provisiol
rights of return or pricing credits, associatedhwitur product sales. In instances where substa@atbeeptance provisions .
specified in the customer arrangement, revenuefericed until all acceptance criteria have been met

. The sales price is fixed or determinabl&/e assess whether the sales price is fixed @rmé@iable based on payment terms
whether the sales price is subject to refund arstdjent.

. Collectability is reasonably assuredVe assess probability of collectability on a ocns¢r-byeustomer basis. Our customers
channel partners are subjected to a credit revi@eass that evaluates their financial condition ability to pay for products al
services.

PCS is offered under renewable, fased contracts, which includes technical suppariiware repair and replacement parts be
standard warranty, bug fixes, patches and unspdaifpgrades on a when-andaifailable basis. We initially defer PCS revenue seubgniz
it ratably over the life of the PCS contract, witte related expenses recognized as incurred. P@iEacts usually have a term of onethoee
years. We include billed but unearned PCS revemueferred revenu

We report revenue net of sales taxes. We incluggpsty charges billed to customers in revenue &medrélated shipping costs
included in cost of goods sold.

Multiple-Element Arrangements

Most of our arrangements, other than renewals &,Re multiple element arrangements with a contieimadf products and PC
Products and PCS generally qualify as separats ahaccounting. Our hardware deliverables inclH@S software, which together deliver
essential functionality of our products. For muiiglement arrangements, we allocate revenue to @it of accounting based on the rels
selling price. The relative selling price for eaabment is based upon the following hierarchy: wergpecific objective evidence (“VSOE'],
available; third-party evidence (“TPE”), if VSOE i®t available; and best estimate of selling p{i&ESP"), if neither VSOE nor TPE
available. As we have not been able to establis®D&$r TPE for our products and most of our serviees generally utilize BESP for t
purposes of allocating revenue to each unit of actng.
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. VSOE—We determine VSOE based on our historical pricing discounting practices for the specific prodwustd services wh
sold separately. In determining VSOE, we requied thsubstantial majority of the staalitne selling prices fall within a reasone
narrow pricing range.

. TPE —When VSOE cannot be established for deliverabtesiltipleelement arrangements, we apply judgment with rdésjo
whether we can establish a selling price basedRia. TPE is determined based on competitor pricesferchangeable produ
or services when sold separately to similarly s$édacustomers. However, as our products contaiig@ifisant element ¢
proprietary technology and offer substantially eliént features and functionality, the comparabieimg of products with simil
functionality typically cannot be obtained. Additally, as we are unable to reliably determine wdwahpetitors productsselling
prices are on a stand-alone basis, we are not@blatain reliable evidence of TPE of selling price

. BESP—When we are unable to establish selling price usf$OE or TPE, we use BESP in our allocation of raygesmer
consideration. The objective of BESP is to detemihre price at which we would transact a saledfghoduct or service was s
regularly on a standione basis. BESP is based on considering mulfgattors including, but not limited to the sales e
(reseller, distributor or end customer), the gephies in which our products and services were @hdthestic or international) a
size of the end customer.

We limit the amount of revenue recognition for defied elements to the amount that is not contingenthe future delivery
products or services, future performance obligatiam subject to customer-specific return, acceygtanm refund privileges.

We account for multiple agreements with a singletgat as onearrangement if the contractual terms and/or substaf thos
agreements indicate that they may be so closadyelthat they are, in effect, parts of a singtaragement.

We may occasionally accept returns to address mgstaatisfaction issues even though there is néracinal provision for sur
returns. We estimate returns for sales to custornased on historical returns rates applied agaiasentperiod gross revenues. Spec
customer returns and allowances are considered détenmining our sales return reserve estimate.

Research and Development Expenses

Costs related to the research, design and devehltpoi@ur products are charged to research andi@@went expenses as incuri
Software development costs are capitalized beginmihen a product’ technological feasibility has been established amding when tt
product is available for general release to custem@&enerally, our products are released soon afhnological feasibility has be
established. As a result, costs incurred subseduaemthieving technological feasibility have notbhesignificant and accordingly, all softw
development costs have been expensed as incurred.

Warranty

We offer a one -year warranty on all of our harthvaroducts and a 9@ay warranty against defects in the software emébedtd the
products. We accrue for potential warranty claintha time of shipment as a component of cost wémaes based on historical experience
other relevant information. We accrue specificadigntified reserves if and when we determine weehagystemic product failure. The acci
warranty liability is recorded in accrued liab#ifi in the accompanying consolidated balance sheets.

Post-Employment Benefits

We have a 401(k) Plan that covers substantiallpfalur employees in the U.S. For the years endeceBber 31, 2014 , 20E3c¢
2012 , we did not provide a discretionary comparmaim to employee contributions.

Segment Reporting

Our chief operating decision maker is our Chief ¢&rive Officer. Our Chief Executive Officer reviewmancial informatiol
presented on a consolidated basis for purposelochting resources and evaluating financial pen@nce. We have orlmisiness activity at
there are no segment managers who are held acbteifdaoperations or operating results. Accordmgle have determined that we opera
one reportable segment.

Stock-Based Compensation

We recognize stock-based compensation for shaded awards, including stock options, restrictedksunits (RSUS), restricted stc
awards (“RSAs”),stock purchase rights from our employee stock mselprogram based on the estimated fair valueeohittards, net
estimated forfeitures. The fair value of each stbaked award and option is estimated on the gartuking the Black-Scholes optiprieing
model. This model requires that at the date oftgnendetermine the fair value of the underlying coom stock, the expected term of the aw
the expected volatility of the price of our commstock, riskfree interest rates, and expected dividend yieldusfcommon stock. RSUs |
measured based on the fair market values of therlymag stock on the dates of grant.
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The stock-based compensation expense, net oftimési is recognized on a straidimie basis over the requisite service periods €
awards, which is generally two to five years. Wéneste a forfeiture rate to calculate the stbelsed compensation for our awards.
forfeiture rate is based on an analysis of ouradtistorical forfeitures.

Excess tax benefits associated with stock optieraises and other equity awards are recognizediditianal paid in capital. Tt
income tax benefits resulting from stock awards there credited to stockholders' equity were $ZXifidion, $0.6 million and $39,006br the
years endeDecember 31, 2014 , 2013 and 2012 , respectively.

Income Taxes

We account for income taxes under the liabilityrapgh for deferred income taxes, which requiresgaition of deferred income t
assets and liabilities for the expected futuredamsequences of events that have been recognizad itonsolidated financial statements,
have not been reflected in our taxable incomentzggs and judgments occur in the calculation dbaetax liabilities and in the determinat
of the recoverability of certain deferred income &ssets, which arise from temporary differencescaryforwards. Deferred income tax as
and liabilities are measured using the currentlyceed tax rates that apply to taxable income iactffor the years in which those tax asset
expected to be realized or settled. We regularbess the likelihood that our deferred income taetsswill be realized based on the pos
and negative evidence available. We record a vialuallowance to reduce the deferred tax assdtsetamount that we are more likely than
to realize.

We regularly review our tax positions and bendfitbe realized. We recognize tax liabilities baspdn our estimate of whether, :
to the extent to which, additional taxes will beedwthen such estimates are more likely than notetsustained. An uncertain income
position will not be recognized if it has less tr@b0% likelihood of being sustained. We recogimiterest and penalties related to income
matters as income tax expense.

Net Income per Share of Common Stock

Basic and diluted net income per share attributédleommon stockholders is calculated in conformiith the twoelass methc
required for participating securities. We consideoeir Series A convertible preferred stock to beigipating securities. Under the tvwabas:
method, net income attributable to common stockdrslds determined by allocating undistributed eaysj calculated as net income
current period convertible preferred stock roomaulative dividends, among our common stock amiedible preferred stock. In comput
diluted net income attributable to common stockbodd undistributed earnings are aléscated to reflect the potential impact of dike
securities. Basic net income per common sharerigpated by dividing the net income attributable éoncnon stockholders by the weighted
average number of common shares outstanding dahieagperiod. Shares of common stock subject to odyase resulting from the ec
exercise of employee stock options are consideagticjpating securities. Diluted net income perrshattributable to common stockholder
computed by dividing the net income attributablectonmon stockholders by the weightagerage number of common shares outstar
including potential dilutive common shares assumtimg dilutive effect of outstanding stock optionsing the treasury stock method.
purposes of this calculation, convertible preferstatk and options to purchase shares of commaik stiee considered to be common s
equivalents and are excluded from the calculatibdilated net income per share of common stockéirt effect is antidilutive. Convertik
notes payable were excluded from the calculatiodiloted net income per share since such notes w@ngertible to common stock at
option of the holder only upon the occurrence abatingent event, including change in control,iipublic offering or prepayment of t
convertible notes.

Recent Accounting Pronouncements

In May 2014, the FASB issued ASU No. 2014-@®evenue From Contracts With Customewnghich outlines a single comprehen:
model for entities to use in accounting for reveatising from contracts with customers. The stamdaeffective for fiscal years (and inte
reporting periods within those years) beginningrafbecember 15, 2016. Early application is not fiéech The standard permits the us
either the retrospective or cumulative effect titms method. We are currently reviewing the prasis of the standard and have not
selected a transition method nor have we deterntimeéffect of the standard on our consolidatedrfamal statements.
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2. Fair Value Measurements

We measure and report our cash equivalents, restraash, available-fasale marketable securities and notes receivatildratalue
The following table set forth the fair value of dimancial assets by level within the fair valuerairchy (in thousands):

December 31, 2014

Level | Level Il Level Il Total
Financial Assets
Cash and cash equivalents:
Money market funds $ 104,21t $ — 3 — $ 104,21
Marketable securities:
U.S. government notes 209,42t — — 209,42¢
Total financial assets $ 31364 $ — 3 — §$ 313,64

December 31, 2013

Level | Level Il Level Il Total

Financial Assets
Cash and cash equivalents:

Money market funds $ 47,03t $ — 3 — $  47,03¢
Other assets—Restricted cash:

Money market funds 4,04( — — 4,04(
Investments:

Notes receivabl& — — 4,00( 4,00(
Total financial assets $ 5107¢ $ — 3 4,00 $  55,07¢

®There were no changes in the fair value of the LBlassets during the year ended December 313201 2014, we increased the fair ve
of our Notes receivable by $4.0 million (S&¢ote 4 — Investments’). During the year ended December 31, 2014 and 2048 hadna
transfers between levels of the fair value hierarchits assets measured at fair value. In Oct@dd#d, we received payment in full from
borrower equal to two times our outstanding priatimalance as well as the unpaid accrued intenestigh the payment date.

3. Balance Sheet Components

Marketable Securities

The following table summarizes the unrealized gaim$ losses and fair value of our available-foe sahrketable securities (in
thousands):

December 31, 2014
Amortized Cost Unrealized Gains Unrealized Losses Fair Value
U.S. government notes $ 209,67. $ — 3 (245 $ 209,42t

We did not realized any other-than-temporary lossesur marketable securities for the year endeceBder 31, 2014 . Nore oul
marketable securities have been in continuous linegdoss positions for greater than twelve moratb®f December 31, 2014 .

We did not hold any marketable securities as ofeDdzer 31, 2013 .

We invest in marketable securities that have marinmaturities of up to two yeasnd are generally deemed to be low risk bast
their credit ratings from the major rating agenci€be longer the duration of these marketable $tesirthe more susceptible they ar
changes in market interest rates and bond yieldsn#&rest rates increase, those marketable sesupiirchased at a lower yield show a marl
to-market unrealized loss. The unrealized losses aeepdmarily to changes in credit spreads and ésterates. We expect to realize the
value of all these investments upon maturity ore.salhe weighted average remaining duration of @uwrent marketable securities
approximately 0.8 years as of December 31, 2014 .
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The following table summarizes the amortized cost fair value of our marketable securities as ofédeber 31, 2014by contractua
years-to-maturity (in thousands):

Amortized Cost Fair Value

Due within one year $ 209,67. $ 209,42t

Accounts Receivable, net

Accounts receivable, net consists of the followfimgthousands):

December 31,

2014 2013
Accounts receivable $ 100,07¢ $ 80,33¢
Allowance for doubtful accounts (1,067%) (810
Product sales return reserve (2,03)) (1,529
Accounts receivable, net $ 96,98: $ 77,99¢

Allowance for Doubtful Accounts

Activity in the allowance for doubtful accounts aists of the following (in thousands):

Year Ended December 31,

2014 2013 2012
Balance at the beginning of year $ 81C $ 1,28 $ 1,16¢
Charged to expenses 86( 191 32¢
Deductions (write-offs) (607) (665) (217)
Balance at the end of year $ 1,06 $ 81C $ 1,28¢

Sales Return Reserve

Activity in the sales return reserve consists effibilowing (in thousands):

Year Ended December 31,

2014 2013
Balance at the beginning of year $ 152¢ $ —
Charged against revenue 4,06: 1,625
Sales returns (3,567) (98)
Balance at the end of year $ 2,031 $ 1,52¢

Inventories

Inventories consist of the following (in thousands)

December 31,

2014 2013
Raw materials $ 17,09¢ % 18,28t
Finished goods 63,42t 48,80¢
Total inventories $ 80,51¢ $ 67,09

Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets coofsibs following (in thousands):
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December 31,

2014 2013
Prepaid income taxes $ 2521: $ 134
Other current assets 9,82( 5,13
Other prepaid and deposits 5,23} 2,38:
Total prepaid expenses and other current assets $ 40,26¢ $ 7,65t

Property and Equipment, net

Property and equipment, net consists of the folhgu(in thousands):

December 31,

2014 2013

Equipment and machinery $ 18,26 $ 13,73t
Computer hardware and software 7,772 3,68¢
Furniture and fixtures 1,37: 1,352
Leasehold improvements 19,42( 19,407
Building 35,15 35,15«
Construction-in-process 6,53 1,05¢

Property and equipment, gross 88,51¢ 74,39(
Less: accumulated depreciation (16,959 (7,186

Property and equipment, net $ 71,55¢  $ 67,20«

Building consists of capitalized construction costsour leased building in Santa Clara, CaliforrBased on the terms of the le
agreement and due to our involvement in certair@spof the construction, such as our financiabiwement in structural elements of a
construction, making decisions related to tenanprgwement costs and purchasing insurance not resable by the buydessor (th
Landlord), we were deemed the owner of the buildfiog accounting purposes only) during the congtomcperiod. We maintain continu
involvement in the property after construction wampleted and lack transferability of the risks aemards of ownership, primarily due to
required maintenance of a $4.0 millieetter of credit. Due to our continuing involvementthe property post construction and lacl
transferability of related risks and rewards of ewahip to the Landlord after construction is cortgleve account for the building a
financing obligation. Se&Note 6-Commitments and ContingenciesAccordingly, as of December 31, 2014 and DecerBieP013, we hav
recorded assets of $53.4 million and $53.3 milljorespectively, representing the total costs of khédding and improvements incurr
including the costs paid by the Landlord. The boiijdwvas completed in 2013 .

Depreciation expense was $10.0 million , $5.0 oiilliand $1.8 million for the years ended December2814 , 2013 and 2012
respectively.

Accrued Liabilities

Accrued liabilities consist of the following (indbsands):

December 31,

2014 2013
Accrued payroll related costs $ 30,74¢ $ 9,10z
Accrued warranty costs 3,20¢ 5,07t
Accrued manufacturing costs 1,08¢ 3,83¢
Accrued professional fees 2,35¢ 1,22(
Accrued taxes 1,57 927
Other 1,39¢ 1,37¢

Total accrued liabilities $ 40,36¢ $ 21,53¢
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Warranty Accrual

The following table summarizes the activity relatedur accrued liability for estimated future waarty costs (in thousands):

Year Ended December 31,

2014 2013
Warranty accrual, beginning of period $ 507t $ 5,31«
Liabilities accrued for warranties issued during freriod 2,611 4,29(
Warranty costs incurred during the period (2,169 (4,529)
Adjustments related to change in estimate (2,319 —
Warranty accrual, end of period $ 3,204 $ 5,07t

During the year ended December 31, 2013 , we ifiethpecific products that were failing in theldigrematurely at higher than
expected rates due to various component issuese Were no significant specific product warrantyames recorded in 2014.

Other Current Liabilities

Other current liabilities consist of the followifigp thousands):

December 31,

2014 2013
Liability for early exercised shares subject tourghase $ 4,61€ $ 7,52(
Sales tax payable 3,101 1,35¢
Lease financing obligations, current portion 1,085 81¢
Other 2,44¢ 447

Total other current liabilities $ 11,24¢  $ 10,14«
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4. Investments
Investments in Privately-held Companies

In 2014, we made equity investments of approxinga®@3.6 millionin privately held companies which are accounteduiwder th
cost method. There were no impairments recognizedw investments for the year ended December @14 ds there were no significi
identified events or changes in circumstanceswioaid be considered an indicator for impairment.

Notes Receivable

In 2014, we entered into a $3.0 millipnomissory note with a privately held company whigdis recorded at cost. The interest rai
the promissory note is 8.0%er annum and is payable quarterly. All unpaid ggal and accrued interest on the promissory retue an
payable on the earlier of August 26, 2017, or ugeiault.

In 2012, we made a loan of $4.0 million to a prevabmpany. The interest rate on the notes rece&waht 6.0%per annum. The not
were convertible into the private company’s preddrstock or any securities exchangeable for thaiy@icompanys preferred stock. All unpe
principal and accrued interest on the notes rebévaas due and payable on the earlier of Augus2B14, or upon default.

On July 30, 2014, the borrower signed a definiigeeement to close a Corporate Transaction thraugierger (i.e. a transactior
which 50%of the voting power is transferred) and the tratisaavas expected to close in the first quarte2@f5. Pursuant to this transac
and per the terms of our agreement, we increagedalue of our convertible notes receivable by $dilion to $8.0 millionin the third quarte
of 2014. In October 2014, we received payment Ihffam the borrower equal to twiimes our outstanding principal balance as weliha
unpaid accrued interest through the payment date.

In conjunction with the notes receivable, we alatesed into an Exclusivity and Supply Agreementu@ly Agreement”with the
borrower. Under the terms of the Supply Agreemtingt,borrower has agreed to develop and producaiegnoducts for us at mutually agr
on supply terms and with best in class pricingtsgb us. In addition, any exclusive features dgvetl between us and the borrower cann
sold by the borrower to other customers for 24 meiibllowing the commercial availability of such prattion versions. The Supy
Agreement does not have a maturity date. We detexnihat the fair value of the Supply Agreemenitsiinception was insignificant as -
borrower is still in the development stage anddtiemo certainty that a commercial product willdeeloped.

We determined that we had a variable interestenbibrrower through our notes receivable. Howeverdetermined that we were
the primary beneficiary as we did not have the powelirect the borrower’s activities that mostrsfigantly affect the borrowes’ economi
performance. We also determined that our investrimetiite borrower was not an equityethod investment as the notes receivable hadrelif
risk and reward characteristics than those of tireolwer's common stock. We elected the fair value optiothoa of accounting for our not
receivable.

5. Debt Obligations

Our debt obligations consist of the following (lrotisands):

December 31,

2013
Convertible notes payable—related party $ 25,00(
Convertible notes payable 75,00(
Total 100,00(
Less: Unamortized discount on notes payable 1,20
Less: Current portion 98,79:

Total long-term portion of debt $ —

In January 2011, we sold $55.0 million aggregatecipal amount of subordinated convertible promigswtes (“Convertible Note}”
to outside investors and $25.0 million aggregateggal amount of Convertible Notes to two trustattare related to two of our ¢ounders. |
June 2011, we sold an additional $20.0 milliorConvertible Notes to outside investors. The Guotille Notes were convertible into share
our common stock upon a change of control, a gedlifPO, or immediately prior to when the notestarée voluntarily prepaid. The inter
rate on the Convertible Notes was 6.0% per annempated on the basis of the actual number of dEsed and a year of 365 dayall
unpaid principal and accrued interest on the CdiblerNotes were due and payable on the earli€eafember 31, 201dr upon the occurren
of an event of default, defined as: (i) failurepy principal or interest when due; (ii) breachesavenants; (iii) breaches of representations
warranties; (iv) failure to make other payment gations resulting in the acceleration of maturityrolebtedness in excess of $10.0 million
(v) voluntary bankruptcy; (vi) involuntary bankragt or (vii) certain adverse judgments. We couldenaoluntarily prepaid the Convertible
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Notes, in whole or in part, before the maturityedby giving each invest10 days 'prior written notice. We were also required to @ephe
Convertible Notes upon a change of control unlkssirivestor elected to convert its Convertible Notenediately prior to the closing of st
change of control.

Upon the closing of our IPO all noteholders witle #xception of one noteholder converted the praicind accrued interest ama
outstanding under their subordinated convertiblEmpssory notes into shares of our common stock@iPO price of $43.0per share. Tt
noteholder, who did not elect to so convert, waisl patotal of $23.6 milliorwhich included principal and accrued interest lapplicablt
withholding taxes of $1.1 million . The remainddrthe noteholders converted the remaining debtrizaleof approximately$96.5 millior
including principal and accrued interest into 2.ifliom shares of our common stock.

6. Commitments and Contingencies
Operating Leases

We lease various operating spaces in North AmeHEcappe, Asia and Australia under noaincelable operating lease arrangen
that expire on various dates through 2023. Thesmgements require us to pay certain operatingresgse such as taxes, repairs, and insu
and contain renewal and escalation clauses. Wené&m rent expense under these arrangements oaighstine basis over the term of |
lease.

As of December 31, 2014 , the aggregate futurermim payments under non-cancelable operating leasesst of the following (in
thousands):

Years Ending December 31,

2015 $ 2,58:
2016 4,29
2017 5,15¢
2018 5,37¢
2019 5,36¢
Thereafter 22,40°
Total minimum future lease payments $ 45,18¢

Rent expense for all operating leases amounte8.®rillion , $3.6 million and $2.0 million for theears ended December 31, 2014
2013 and 2012, respectively.

Financing Obligation—Build-to-Suit Lease

In August 2012, we executed a lease for a buildinder construction in Santa Clara, California whigii serve as our ne
headquarters. The lease term is 120 months and eao®d in August 2013.

Based on the terms of the lease agreement andodaer tinvolvement in certain aspects of the comsiipn such as our financ
involvement in structural elements of asset cowsityn, making decisions related to tenant improveine®sts and purchasing insurance
reimbursable by the buydéessor (the Landlord), we were deemed the ownethefbuilding (for accounting purposes only) durithg
construction period. We maintained continued ineatent in the property after construction was cotegl@nd lack transferability of the ri
and rewards of ownership, primarily due to our iegflimaintenance of a $4.0 millidetter of credit. Due to our continuing involvemémtthe
property post construction and lack of transfergbdf related risks and rewards of ownership te tlandlord after construction was compl
we account for the building and related improverses a lease financing obligation. Accordinglyph®ecember 31, 2014 aaecember 3.
2013 , we have recorded assets of $53.4 million 6813 million, representing the total costs of the building angrovements incurre
including the costs paid by the lessor (the legaher of the building) and additional improvemenstsopaid by us, and a correspont
financing obligation of $43.6 million and $44.0 hwh , respectively. As of December 31, 2014 , $hillion and $42.5 milliorwere recorde
as short-term and long-term financing obligatioespectively.
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As of December 31, 2014 , the future minimum payiméene under the lease financing obligation werlémns (in thousands):

Years Ending December 31,

2015 $ 5,58¢
2016 5,75¢
2017 5,93:
2018 6,11:
2019 6,29:
Thereafter 25,28°
Total payments 54,96¢
Less: interest and land lease expense (34,770
Total payments under facility financing obligations 20,19¢
Property reverting to landlord 23,43¢
Present value of obligation 43,63¢
Less current portion (1,087)
Long-term portion of obligation $ 42,54

Upon completion of construction in the third quaé 2013, we evaluated the de-recognition of theehand liability under the sale-
leaseback accounting guidance. We concluded thdiawe forms of continued economic involvement i fitcility, and therefore did not mi
with the provisions for salkaseback accounting. Therefore, the lease is atedudor as a financing obligation and lease paymeril be
attributed to (1) a reduction of the principal fiéng obligation; (2) imputed interest expense; éjdand lease expense (which is consid
an operating lease and a component of cost of gealdsand operating expenses) representing an @dpgst to lease the underlying lan
the building. In addition, the underlying buildiagset is depreciated over the building’s estimassdul life of 30 years At the conclusion ¢
the initial lease term, we will de-recognize bdik het book values of the asset and the remaiimagding obligation.

Purchase Commitments

Our products are manufactured, assembled and tégteHirdparty contract manufacturers in Asia who procurengonents ar
assemble products on our behalf based on our feecBhese forecasts are based on estimates oé fdémand for our products, histor
trend analysis provided by our sales and produaketing organizations and adjusted for overall rearkonditions. In order to redt
manufacturing lead times and plan for adequate oot supply, we may issue purchase orders to theggoarty contract manufacturers
vendors that may not be cancelable. As of Dece®bge?014 and December 31, 2013, our contract raatwrr liability was $0.3 milliomnc
$1.8 million for non-cancelable purchase commitmeissued to our vendors. We have provided depdsiteur thirdparty contrac
manufacturers and vendors to secure our obligatmpsirchase inventory. We had $2.3 million in restd deposits as december 31, 20:
and December 31, 2013 . Deposits are classifiethier assets in our accompanying consolidated balsineets.

Guarantees

We have entered into agreements with some of awctdcustomers and channel partners that contai@mnification provisior
relating to potential situations where claims coboédalleged that our products infringe the intellatproperty rights of a third party. We h.
at our option and expense the ability to repair imfifngement, replace product with a non-infringiequivalent-infunction product or refur
our customers the unamortized value of the prodased on its estimated useful life. Other guaranteéndemnification agreements incl
guarantees of product and service performancetandlisy letters of credit for lease facilities amdporate credit cards. We have not recorc
liability related to these indemnification and gartee provisions and our guarantee and indemnditarrangements have not had
significant impact on our consolidated financialtements to date.

Legal Proceedings
OptumSoft, Inc. Matters

On April 4, 2014, OptumSoft filed a lawsuit againstin the Superior Court of California, Santa &l@ounty titled OptumSoft, Inc.
Arista Networks, Inc., in which it asserts (i) owsleip of certain components of our EOS network afieg system pursuant to the terms
2004 agreement between the companies and (i) besaaf certain confidentiality and use restrictionthat agreement. Under the terms ot
2004 agreement, OptumSoft provided us with a nauskve, irrevocable, royaltfree license to software delivered by OptumSoft poging
a software tool used to develop certain compongnEOS
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and a runtime library that is incorporated into E@8e 2004 agreement places certain restrictionsurruse and disclosure of the Optum
software and gives OptumSoft ownership of improvetsiemodifications and corrections to, and derixativorks of, the OptumSoft softwi
that we develop.

In its lawsuit, OptumSoft has asked the Court tdeorus to (i) give OptumSoft copies of certain comgnts of our software f
evaluation by OptumSoft, (ii) cease all conductstitating the alleged confidentiality and use riesitin breaches, (iii) secure the returr
deletion of OptumSof$ alleged intellectual property provided to thimattes, including our customers, (iv) assign owhigréo OptumSoft ¢
OptumSoft's alleged intellectual property currenthyned by us, and (v) pay OptumSoft's alleged dasagttorneys fees, and costs of 1
lawsuit. David Cheriton, one of our founders anébianer member of our board of directors who resijfrem our board of directors
March 1, 2014 and has no continuing role with ssa founder and, we believe, the largest stockin@dd director of OptumSoft. The 2(
David R. Cheriton Irrevocable Trust dtd July 271@0a trust for the benefit of the minor childrehMr. Cheriton, is one of our large
stockholders. OptumSoft has identified in confidErocuments certain software components it clamnswn, which are generally applica
tools and utility subroutines and not networkinggfic code. We cannot assure which software coraptsnOptumSoft may ultimately claim
own in the litigation or whether such claimed comgoats are material.

On April 14, 2014, we filed a crogomplaint against OptumSoft, in which we assert @unership of the software component
issue and our interpretation of the 2004 agreermfeanbng other things, we assert that the languagheo2004 agreement and the partlesg
course of conduct support our ownership of the utisgh software components. We ask the Court to dedar ownership of those softw
components, all similarlgituated software components developed in the dutnd all related intellectual property. We alssessthat, even
we are found not to own any particular componemtssue, such components are licensed to us uheéetetms of the 2004 agreem
However, there can be no assurance that our assenill ultimately prevail in litigation. On theame day, we also filed an answe
OptumSoft's claims, as well as affirmative defenbased in part on OptumSdtfailure to maintain the confidentiality of itsaghed trad
secrets, its authorization of the disclosuresseds and its delay in claiming ownership of thitveare components at issue. We have also 1
additional steps to respond to OptumSptillegations that we improperly used and/or dssdioOptumSoft confidential information. While
believe we have strong defenses to these allegatiom believe we have (i) revised our softwarestaave the elements we understand to b
subject of the claims relating to improper use disglosure of OptumSoft confidential informationdamade the revised software availabl
our customers and (ii) removed information from wmabsite that OptumSoft asserted disclosed Optute®afidential information.

The Court set a trial date for Phase | of the pedo®gs, relating to contract interpretation andliaption of the contract to certe
claimed source code for September 14, 2015. Thaireng issues are currently scheduled to be triefpril 2016.

At this stage of the litigation, we do not believéss is probable and we are unable to estimptssible loss or range of possible |

We intend to vigorously defend against any actiosught against us by OptumSoft. However, we cafeotertain that, if litigate
any claims by OptumSoft would be resolved in owmofaFor example, if it were determined that Optwft®wned components of our E
network operating system, we would be required ramdfer ownership of those components and anyecklattellectual property
OptumSoft. If OptumSoft were the owner of those ponents, it could make them available to our coitgrst such as through a sale
license. In addition, if OptumSoft were to brinduad litigation, it could assert additional or @ifént claims against us, including claims tha
license from OptumSoft is invalid. An adverse Eiipn ruling could result in a significant damagagard against us and injunctive relief
addition, if our license was ruled to have beemirated, and we were not able to negotiate a nreamdie from OptumSoft on reasonable te
we could be prohibited from selling products thatarporate OptumSoft intellectual property. Any tsuadverse ruling could materie
adversely affect our business, prospects, restitiperations and financial condition. Whether ot we prevail in a lawsuit, we expect that
litigation would be expensive, time-consuming ardisraction to management in operating our busines

Net Navigation LLC Matters

On April 23, 2014, Net Navigation LLC sued us fdleged infringement of U.S. Patent Nos. 5,901,181434,145; and 6,625,122
U.S. District Court for the Eastern District of Bex On June 30, 2014, we and Net Navigation LL@eskthis dispute.

Cisco Systems, Inc. (“Cisco”) Matters

On December 5, 2014, Cisco filed two complaintsiraaus in District Court for the Northern Distriof California, which ar
proceeding as Case No. 4-14-cv-0543 (*'043 Cased) @ase No. 4-14-cv-0544 (044 Case”). In thd3 Case, Cisco alleges that we infri
U.S. Patent Nos. 6,377,577; 6,741,592; 7,023,88817875; 7,162,537; 7,200,145; 7,224,668; 7,290,140,597; 7,460,492; 8,051,211
8,356,296 (respectively, “the '577 patent,” “th®Zpatent,” “the '853 patent,” “the 875 patent,hét’537 patent,” “the '145 patent,” “th€6¢
patent,” “the 164 patent,” “the '597 patent,” “thd92 patent,” “the '211 patent,” and “the '296 pat"). Cisco seeks, as relief for our alle:
infringement in the '043 Case, lost profits and&asonable
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royalty damages in an unspecified amount, includiegle damages, attornsyfees, and associated costs. Cisco also seeketivgi relief ir
the '043 Case. On February 10, 2015, the courttgdaour unopposed motion to stay td3 Case until the proceedings before the U
States International Trade Commission (“USITC”)tpiring to the same patents (as discussed beloggnie final. In the '044 Case, Cisgo’
complaint alleges that we infringe U.S. Patent Ng847,526 and 7,953,886 and further alleges tleainfvinge numerous copyrights pertair
to Cisco’s “Command Line Interface” or “CLI.” Aslref for our alleged patent infringement in tH@4 Case, Cisco seeks lost profits ar
reasonable royalty damages in an unspecified aninakiding treble damages, attorngyées, and associated costs as well as injunetiiet.
As relief from our alleged copyright infringeme®isco seeks damages in an unspecified amount ifothreof alleged lost profits, profits frc
our alleged infringement, statutory damages, atigmfees and associated costs. Cisco also seekstinpinelief against our alleged copyri
infringement. On February 13, 2015, we answeredtmeplaint in the044 Case, denying the patent and copyright infrimgrg allegations ai
also raising numerous affirmative defenses. Tréal hot been scheduled in either the '043 or '04ge€a

On December 19, 2014, Cisco filed two complaintairsgf us in the USITC alleging that Arista has aietl section 337 of the Ta
Act of 1930, as amended. The complaints have besttuted as ITC Inv. Nos. 337-TA-944 (944 Inviggition”) and 337-TA-945 (‘94t
Investigation). In the '944 Investigation, Ciscdegkes that certain Arista switching products irgerthe '592, '537, '145, '164, '597, angd9¢
patents. In the '945 Investigation, Cisco alledest tertain Arista switching products infringe tB&7, '853, '875, '668, '492, and?11 patent:
In both the '944 and945 Investigations, Cisco seeks, among other thiadénited exclusion order barring entry into tbaited States «
accused switch products (including 7000 Seriesaitithes) and a cease and desist order againsgasdirg our accused switch products.
January 28, 2015, the Administrative Law Judgegassl to the 944 Investigation set May 27, 2016 as the target i completion of tt
'944 Investigation. On February 11, 2015, we reslaohto the notices of investigation and complaimtthe '944 and 945 Investigations b
among other things, denying any violation of sett887 of the Tariff Act and the patent infringemetiegations, and raising numer
additional defenses. On February 19, 2015, the Athtnative Law Judge assigned to tBd5 Investigation issued a procedural scheduléing
for, among other events: issuance of an order ngingtthe claims of the '577, 853, '875, '668, 29%and 211 patents tentatively on July
2015; an evidentiary hearing on Novembe2(-2015; issuance of an initial determination rdi our alleged violations on April 26, 20
and the target date for completion of the '945 htigation on August 26, 2016.

At this stage of the litigation, we do not believss is probable, and we are unable to estimpissible or range of possible loss.

We intend to vigorously defend against Cisctawsuits, as summarized in the preceding paragragpowever, we cannot be cer
that, if litigated, any claims by Cisco would besalved in our favor. For example, an adverse litigaruling could result in a significe
damages award against us, could further resutténabove described injunctive relief (including,cemg other things, an order excluding
products from importation into the United Statesyld result in a requirement that we make subistiaratyalty payments to Cisco, and/or cc
require that we modify our products to the extdwat twe are found to infringe any valid claims agsklgainst us Cisco. Any such adv
ruling could materially adversely affect our busiseprospects, results of operation and finan@abition. To the extent that we reache
negotiated settlement with Cisco, the settlementdceequire payment of substantial royalties. Abdidlly, the existence of this lawsuit co
cause concern among our customers and potentisnoass and could adversely affect our businessresudts of operations. Whether or
we prevail in the lawsuit, we expect that the &tign will be expensive, timeensuming and a distraction to management in opgraui
business.

In the ordinary course of business, we are a partgther claims and legal proceedings includingtenatrelating to commerci
employee relations, business practices and intalégroperty. We record a provision for contingtgses when it is both probable th
liability has been incurred and the amount of teslcan be reasonably estimated. Based on curirgliable information, management ¢
not believe that the ultimate outcome of theseratineesolved matters is probable or estimable andileely, individually and in the aggrege
to have a material adverse effect on our finanp@gition, results of operations or cash flows. Heeve litigation is subject to inhere
uncertainties and our view of these matters mayghan the future. Were an unfavorable outcomecttun there exists the possibility c
material adverse impact on our financial positi@sults of operations or cash flows for the peiiogvhich the unfavorable outcome occ
and potentially in future periods.
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7. Stock-Based Compensation

Total stock-based compensation expense relateptimns, restricted stock awards, employee stockhases, restricted stock units
and stock purchase rights granted were chargdtetddpartment to which the associated employeeatezpas follow (in thousands):

Year Ended December 31,

2014 2013 2012
Cost of revenue $ 1,53t $ 40¢  $ 27C
Research and developmént 14,98¢ 5,46¢ 2,59(
Sales and marketing 7,64 2,98t 1,07¢
General and administrative 3,45¢ 1,302 76E
Total stock-based compensation $ 2761¢ $§ 10,15¢ § 4,70z

*Includes modification charge of $0.5 million in 20felated to acceleration of shares upon termindtiotwo employees.
Equity Award Plans

During the year ended December 31, 2004, we adapee@004 Equity Incentive Plan (the “2004 Plafti) the purpose of granti
stock based awards to employees, directors andutants. Awards granted under the 2004 Plan coeldnbthe form of Incentive Sto
Options (“1ISOs”), Nonstatutory Stock Options (“NSPser Restricted Stock Awards (“RSAs"With the establishment of the 2011 Plan
defined below), the 2004 Plan was terminated wépect to the grant of future awards but the 2084 ontinues to govern awards previo
issued thereunder. During the year ended Decenhe2(® 1, we adopted the 2011 Equity Incentive RPflaa “2011 Plan”Yor the purpose 1
granting stock based awards to employees, direcdadsconsultants. Awards granted under the 2044 &buld have been 1ISOs, NSOs, R!
Stock Appreciation Rights (“SARs”) or Restrictecb&k Units (“RSUs”).With the establishment of the 2014 Plan (as defimsdw), the 201
Plan terminated with respect to the grant of fummards but the 2011 Plan continues to govern asnaneliously issued thereunder.

2014 Plan

In April 2014, the board of directors and stocklevilapproved the 2014 Equity Incentive Plan (th&L22Plan”),effective on the fir:
day that our common stock was publicly traded. taltof 6,510,00Ghares of our common stock were initially reserfegdssuance under t
2014 Plan. In addition, the shares reserved faraisse under our 2014 Plan will also include (aj¢éhshares reserved but unissued unds
2011 Plan and 2004 Plan as of the effective dadglanshares returned to our 2011 Plan and 2004 &dhe result of expiration or termina
of options (provided that the maximum number ofrebdahat may be added to the 2014 Plan pursuda) tand (b) is 20,025,18hares). Tt
number of shares available for grant and issuanderuthe 2014 Plan will be increased automaticafiyJanuary 1 of each year commen
with 2016 by the number of shares equal to 8%®ur shares outstanding on the immediately piege®ecember 31, but not to exc
12,500,000 shares, unless the board of diredtoits, discretion, determines to make a smallerdase.

2014 Employee Stock Purchase Plan

In April 2014, the board of directors and stockteoid approved the 2014 Employee Stock Purchase (Blaf'ESPP”).The ESP
became effective on the first day that our commioecks was publicly traded. A total of 651,008hares of our common stock are initi
reserved for future issuance under the ESPP. Timbauof shares reserved for issuance under the ESRRases automatically on January
each year commencing with 2015 by the number afeshequal to 1%f our shares outstanding immediately precedingebdxer 31, but not
exceed 2,500,006hares, unless the board of directors, in its dignn, determines to make a smaller increase. ®@nugey 17, 2015, the boe
authorized the increase to shares available folaisse under the plan of 188 the total shares outstanding on Januaryl, 20t&.increas
amounted to approximately 655,139 shares.
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Determination of Fair Value
Employee Stock Plans

For the years ended December 31, 2014 , 2013 at®itR8 fair value of each stock option granted underpmans was estimated
the date of grant using the Black-Scholes optiacing model with the following assumptions and featue per share:

Year Ended December 31,

2014 2013 2012
Expected term (in years) 7.€ 6.5 5.€
Risk-free interest rate 2.2% 1.7% 0.%
Expected volatility 47.71% 51.(% 51.(%
Dividend rate —% —% —%

ESPP

There were no stock purchases under the ESPP duengar ended December 31, 2014 . The followabte summarizes the
assumptions relating to our ESPP:

Year Ended December 31,

2014 2013 2012
Expected term (in years) 1.4 N/A N/A
Risk-free interest rate 0.2% N/A N/A
Expected volatility 36.2% N/A N/A
Dividend rate —% N/A N/A

As of December 31, 2014 , the total unrecognizedkdbased compensation expense for unvested ESPP ,shatesf expecte
forfeitures, was $ 3.0 million , which is expectede recognized over a weighted-average periddéyears .

Stock Option Activities

The following table summarizes the option and R8Agtricted Stock Award) activity under the 2004nPR2011 Plan and 2014 Plan
and related information:

Options and RSAs Outstanding

Aggregate
Number of Weighted- Intrinsic
Shares Average Value
Shares Underlying Weighted- Remaining of Stock
Available for Outstanding Average Contractual Options
Grant Options and RSAs Exercise Term (Years) of Outstanding
(in thousands) (in thousands) Price per Share Stock Options (in thousands)
Balance—December 31, 2013 8,941 11,248 $ 6.82 88 $ 254,31¢
Authorized 6,51(
Options granted (4,52]) 4,41 40.8¢
Options exercised — (1,349 6.04
Options canceled 654 (654) 12.4¢
Early exercised shares repurchased 28 — 4.0t
Balance—December 31, 2014 11,61: 13,65¢ $ 17.6¢ 83 $ 598,77!
Vested and exercisable—December 31, 2014 3,397 % 5.3¢€ 74 $ 188,22:
Vested and expected to vest—December 31, 2 12,03 g 16.12 8.2 $ 544,91¢

'Early exercised shares repurchased includes 2t@0@sthat were originally granted out of our 280 and were subsequently retired.

The weighted-average grant-date fair value of mstigranted during the year ended December 31, ®8%4524.69 per share. The
aggregate intrinsic value of options exercisedtieryear ended December 31, 2014 was $80.5 million
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As of December 31, 2014 , the total unrecognizedksbased compensation expense for unvested spaicks, net of expected
forfeitures, was $106.8 million , which is expectede recognized over a weighted-average perigddofears . The total fair value of options
vested for the year ended December 31, 2014 wa$ #ii6ion .

Under the 2004 Plan and 2011 Plan, the optiongandsg and vested and exercisable by exercise pti©ecember 31, 205te a
follows:

Options Outstanding and Exercisable Options Vested and Exercisable
Number of
Number of Weighted- Shares

Shares Underlying Average Weighted- Underlying Weighted-

Outstanding Remaining Average Outstanding Average
Options Contractual Exercise Price Options Exercise Price

Range of Exercise Price (in thousands) Life (Years) per Share (in thousands) per Share
$3.33 2,11¢ 6.8 $ 3.3¢ 1,457 $ 3.3¢
$4.16 - $4.18 2,27 7.6 4.17 87t 4.17
$4.92 - $7.76 1,86¢ 8.0 6.3(C 61€ 5.81
$8.77 - $10.18 2,62¢ 8.6 9.7¢ 31: 9.5C
$22.49 -$30.67 2,652 9.1 27.5¢ 127 22.5¢
$34.12 - $68.34 1,88¢ 9.6 50.8¢ 7 36.3¢
$75.00 - $76.80 224 9.7 75.71 — —
$84.00 1C 9.7 84.0( — —
13,65 83 $ 17.6¢ 3391 g 5.3€

Restricted Stock Unit (RSU) Activities

A summary of the activity under our stock plans ahdnges during the reporting period and a sumiofanformation related to RSI
are presented below (in thousands, except yearperghare amounts):

Weighted- Weighted-Average
Average Grant Remaining
Number of Date Fair Value Per  Contractual Term (in Aggregate

Shares Share years) Intrinsic Value

Unvested balance—December 31, 2013 — — 0 —
RSUs granted 10¢ $ 75.5¢
RSUs vested — —
RSUs forfeited/canceled Q) 75.0(

Unvested balance—December 31, 2014 10€ S 75.5¢ 20 $ 6,557

RSUs expected to vest—December 31, 2014 94 $ 75.5¢ 20 $ 5,722

As of December 31, 2014 , there was $6.5 milbbninrecognized stockased compensation expense related to unvested, R8
of estimated forfeitures. This amount is expectebd recognized over a weighted-average perio8.8fyears .

Restricted Stock Award Activities

A summary of our RSA activity and related infornoatis as follows (in thousands, except per shareuamns):

Weighted-
Number of Average Grant
RSA’s Date Fair Value Per
Outstanding Share
Unvested balance—December 31, 2013 14z $ 2.42
Vested (57) 2.5C
Unvested balance—December 31, 2014 8% § 2.5(

There were no RSAs granted during the year endedbleer 31, 2014 . As of December 31, 2014 , tls toirecognized stockase:
compensation expense for outstanding RSAs, netpeated forfeitures, was $0.2 million , which ipegted to be recognized over a weighte
average period of 1.8 years . As of December 314 2@he intrinsic value of the outstanding RSAsdihon the estimated fair value®0.7¢
per share was $5.0 million .
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Early Exercise of Stock Options

We have historically allowed our employees andalies to exercise options granted under the 20amh Bhd the 2004 Plan prior
vesting. Upon an "early exercise" of these optidhs,unvested shares acquired through the exdreiseme options subject to our repurcl
right that lapse in accordance with the origindiapvesting schedule. Upon termination of emplogitrigrior to our repurchase rights laps
in full, we have a right to repurchase the unvesteares at the original purchase price (or the-therent fair market value, if lower). T
proceeds initially are recorded in other liabikti'om the early exercise of stock options andrantassified to common stock and paid-
capital as our repurchase right lapse. For the gaded December 31, 2014 , we repurchased 2%/8&®s of common stock at the orig
exercise price due to the termination of the had#rthe unvested shares. As of December 31, 28héres held by employees and dire:
that were subject to repurchase were 1.4 milliaih wh aggregate price of $4.6 million .
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8. Net Income Per Share Available to Common Sthc

The following table sets forth the computation af basic and diluted net income per share avait@btsmmon stock (in thousan
except per share amounts):

Year Ended December 31,

2014 2013 2012
Numerator:
Basic:
Net income $ 86,85( % 42,46( $ 21,34¢
Less: undistributed earnings allocated to parttoigasecurities (17,967 (21,687) (11,729
Net income available to common stockholders, basic $ 68,88¢ $ 20,777 $ 9,62:
Diluted:
Net income attributable to common stockholdersichas $ 68,88¢ $ 20,777 $ 9,62:
Add: undistributed earnings allocated to partidipg@securities 1,63¢ 1,00: 4C
Net income attributable to common stockholderstdd $ 70,52« $ 21,78C % 9,66:
Denominator:
Basic:
Weighted-average shares used in computing net iagenshare
available to common stockholders, basic 48,42 27,32( 24,71
Diluted:
Weighted-average shares used in computing net iagenshare
available to common stockholders, basic 48,42° 27,32( 24,71
Add weighted-average effect of dilutive securities:
Stock options, RSUs and RSAs 6,05¢ 2,72¢ 187
Employee stock purchase plan 104 — —
Stock purchase rights — 5 3
Weighted-average shares used in computing net iag@nshare
available to common stockholders, diluted 54,59( 30,05! 24,90:
Net income per share attributable to common stddehns:
Basic $ 14z % 0.7¢ $ 0.3¢
Diluted $ 1.2¢ % 0.7z % 0.3¢

The following outstanding shares of common stockiejents were excluded from the computation ofiteidl net income per shi
available to common stockholders for the periogs@nted because including them would have beemidutive (in thousands):

Year Ended December 31,
2014 2013 2012
Stock options and RSUs 1,267 3,59¢ 16¢
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9. Income Taxes

The geographical breakdown of income before prowigor income taxes is as follows (in thousands):

Year Ended December 31,

2014 2013 2012
Domestic $ 120,83¢ $ 50,45 $ 26,83:
Foreign 67C 7,82( 6,13¢
Income before provision for income taxes $ 12150t $ 58,27t $ 32,97¢

The components of the provision for income taxesaarfollows (in thousands):

Year Ended December 31,

2014 2013 2012
Current provision for income taxes:
Federal $ 36,09, % 19,70¢ $ 13,03"
State 2,71¢ 4,52¢ 2,00z
Foreign 3,30¢ 41Z 30¢
Total current 42,11 24,64¢ 15,34¢
Deferred tax benefit:
Federal (7,029 (8,059 (3,52
State 152 (93¢) (342)
Foreign (580) 16€ 14t
Total deferred (7,455 (8,83)) (3,729
Total provision for income taxes $ 34,65t $ 15,81f §$ 11,62¢

The reconciliation of the statutory federal incotae and our effective income tax is as follows:

Year Ended December 31,

2014 2013 2012

U.S. federal statutory income tax 35.00 % 35.00% 35.00%
State tax, net of federal benefit 1.1¢ 0.8¢ 0.2¢
Foreign tax differential 0.6¢ (2.67) (3.21)
Tax credits (5.26) (10.69) (0.96)
Change in valuation allowance 1.9z 3.8i 3.04
Permanent items (0.86) (2.59 (2.55
Uncertain tax positions and associated interest 0.37 0.5¢ 0.44
Stock-based compensation (4.09) 2.47 3.21
Other, net (0.5)) 0.1Z 0.0z

Total provision for income taxes 28.52 % 27.1¢% 35.2¢%

We have operations and a taxable presence in nusiguasdictions outside the U.S. All of these cini@s except one jurisdictis
have a lower tax rate than the U.S. The signifigarnsdictions in which we have a presence incl@dgman Islands, Ireland, and the Un
Kingdom.
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The tax effects of temporary differences that gise to significant portions of deferred tax asgk#bilities) are as follows (in
thousands):

December 31,

2014 2013
Deferred tax assets:
Property and equipment $ 504 $ 1,02(
Stock-based compensation 6,36¢ 1,73¢
Reserves and accruals not currently deductible 16,16( 13,35
Net operating losses 721 1,14:
Tax credits 9,92: 5,15¢
State taxes 34z 514
Other 1,14 37t
Gross deferred tax assets 35,157 23,29:
Valuation allowance (8,959 (6,28¢)
Total deferred tax assets 26,20 17,00¢
Deferred tax liabilities:
Property and equipment (2,007) 47
Accrued liabilities (558 (173
Other 2 —
Total deferred tax liabilities (2,567) (220)
Net deferred tax assets $ 23,64 $ 16,78¢

The following table presents the breakdown betwaerent and non-current deferred tax assets ahiities (in thousands):

December 31,

2014 2013
Deferred tax assets $ 12,25. $ 12,35¢
Deferred tax assets, non-current 11,51( 4,541
Deferred tax liabilities, non-current (120 (109¢)
Total net deferred tax assets $ 23,64: $16,78!

Recognition of deferred tax assets is appropridienmealization of these assets is more likely thain We believe that all of t
deferred tax assets were realizable with the eiaemf California and Canada deferred tax assdigréfore, a valuation allowance $9.(
million and $6.3 million was recorded as of Decentiie 2014 and 2013respectively, against the California and Canadiefierred tax asst
as it was not more likely than not that these assilt be recognized. The net valuation allowameeased by $2.7 million , $2.4 millianc
$1.0 million as of December 31, 2014 , 2013 and22Q&spectively.

As of December 31, 2014 and 2013 , we had no natatipg loss carryforwards for federal income taxppses. As oDecember 3:
2014 and 2013, we had no state net operatingchrsgforwards and approximately $13.1 milliohcarryforward, respectively, which has b
fully utilized. As of December 31, 2014 and 2018e had combined foreign net operating loss carwdods of $7.5 million and $4.2 million
respectively, that do not expire.

As of December 31, 2014 and 2013 , we had $1.9amitind zerg respectively, U.S. federal credit carryforwardsich begin t
expire in 2025. As of December 31, 2014 and 2048 had state credit carryforwards of approximagdlg.4 million and $9.6 millionwhich
can be carried over indefinitely. As of December 2114 and 2013 , we had $2.1 million and $1.3iomlbf Canadian scientific research i
experimental development tax credit carry-forwardspectively, which begin to expire in 2033.

Utilization of the net operating losses and taxditrearryforwards may be subject to limitations daeownership changes limitatic
provided in the Internal Revenue code and simifaresor foreign provisions. In all years up to Daber 31, 2014 such limitations had 1
impact to our deferred tax assets.

Our policy with respect to our undistributed foreigubsidiaries earnings is to consider those egsrtim be indefinitely reinvested a
accordingly, no related provision for U.S. fedexatl state income taxes has been provided. Upatibdison of
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those earningsin the form of dividends or otherwise, we may bbéjsat to both U.S. income taxes (subject to ansdjent for foreign te
credits) and withholding taxes in the various coest As of December 31, 2014 , 2013 and 2012 uttakistributed earnings approximated ¢
million , $4.9 million and $1.0 million respectively. The determination of the future ¢arsequences of the remittance of these earrsnys
practicable.

Uncertain Tax Positions

We recognize uncertain tax positions only to theeeixthat management believes that it is moreylikghn not the position will be
sustained. The reconciliation of the beginning anding amount of gross unrecognized tax benefitf Bgcember 31, 2014 , 2013 and 2012
was as follows (in thousands):

Year Ended December 31,

2014 2013 2012
Gross unrecognized tax benefits—beginning balance $ 16,97¢ $ 1396( $  13,32¢
Increases related to tax positions takea prior year 42~ 70 —
Increases related to tax positions takeind current year 4,35k 2,97¢ 634
Decreases related to tax positions takenprior year (437) 32 —
Decreases related to settlements wittgpauthorities — — —
Decreases related to lapse of statutentiations — — —
Gross unrecognized tax benefits—ending balance $ 21320 $§ 1697¢ §  13,96(

As of December 31, 2014 , 2013 and 2012 the totedumt of gross unrecognized tax benefits was $&1ilion , $17.0 millionanc
$14.0 million of which $15.8 million , $13.9 milliband $12.2 million would affect our effective tate if recognized, respectively.

Our policy is to recognize interest and penalties@ed on any unrecognized tax benefits as a coemparf income tax expense. '
accrued interest and penalties of $0.7 million &W5 million in the years ended December 31, 204d 2013, respectively. As
December 31, 2014 and 2013 , we recognized aitiafik interest and penalties of $1.5 million &@.8 million , respectively.

We do not anticipate that the amount of existingeaagnized tax benefits would significantly increas decrease within the nek?
months. Because of the net operating loss and tax coedifyforwards, substantially all of our tax yeagsnain open to federal and state
examination. The majority of our foreign tax retsirare open to audit under the statute of limitatioh the respective foreign countries
which the subsidiaries are located.
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10. Segment Information

We have determined that we operate as one repegabgment. The following table represents reveasedon the customer’s
location, as determined by the customer’s shippihdress (in thousands):

Year Ended December 31,

2014 2013 2012
United States $ 456,69. $ 293,57¢ $ 149,53
Other Americas 8,85: 6,04( 5,05¢
Europe, Middle East and Africa 74,55¢ 40,57° 23,01:
Asia Pacific 44,00° 21,02¢ 15,80:
Total revenue $ 584,10t $ 361,22: $ 193,40¢

Long lived assets, excluding intercompany receesdhvestments in subsidiaries, privately-heldtggnvestments
and deferred tax assets, net by location are suinedaas follows (in thousands):

December 31,

2014 2013
United States $ 67,727 $ 63,55
International 3,831 3,641
Total $ 71,55¢ $ 67,20«

11. Other Related Party Transactions and Balanse

Certain members of our board of directors servéherboards of our customers. During the years ebaéegmber 31, 2014 , 2013 and
2012 , we recognized revenue of $29.6 million ,.$Xillion and $1.1 million , respectively, fromlesa transactions with these related party
customers. Amounts due from these related partypmess were $6.4 million and $3.8 million as of Beber 31, 2014 and 2013 ,
respectively.
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Item 9. Change in and Disagreements With Accountaston Accounting and Financial Disclosure
None

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedur

Management, with the participation of our Chief Extéve Officer ("CEQ") and our Chief Financial Qffir ("CFO"), evaluated tl
effectiveness of our disclosure controls and pracesias of December 31, 2014 . The term “disclosangrols and proceduresg’s defined i
Rules 13a-15(e) and 18db(e) under the Exchange Act, means controls aher girocedures of a company that are designeddorerhe
information required to be disclosed by a compamythie reports that it files or submits under thechiange Act is recorded, proces:
summarized and reported, within the time periodcHjed in the SEG rules and forms. Disclosure controls and proeiirclude, withot
limitation, controls and procedures designed tauemghat information required to be disclosed byoanpany in the reports that it files
submits under the Exchange Act is accumulated amdnanicated to the compasymanagement, including its principal executive
principal financial officers, as appropriate tooalltimely decisions regarding required disclosure.

Based on the evaluation of our disclosure contmald procedures as of December 31, 204dr CEO and CFO concluded that, a
such date, our disclosure controls and procedur=designed at a reasonable assurance level amdfectve to provide reasonable assur:
that information we are required to disclose inorépthat we file or submit under the Exchange i&atecorded, processed, summarized,
reported within the time periods specified in Séms and Exchange Commission (SEC) rules and fpramsl that such information
accumulated and communicated to our managemeitiding our chief executive officer and chief fingadcofficer, as appropriate, to allc
timely decisions regarding required disclosure.

A material weakness is a control deficiency, or boration of control deficiencies, in internal casitover financial reporting such tl
there is a reasonable possibility that a materiabtatement of the annual or interim financial esta¢nts will not be prevented or detected
timely basis. In connection with the audit of ownsolidated financial statements for 2013, we ifiedta material weakness in our intel
control over financial reporting related to our émfory process that were not appropriately desigaed implemented during the ye
Specifically, in conjunction with changes in oupply chain, we did not appropriately capitalize tiwst of freight incurred related to proc
shipped from our contract manufacturers to theridigion centers and we also did not appropriatelyitalize the purchase price variance
inventory.

We have remediated the material weakness in oarnak control over financial reporting by implemiaegta number of measu
designed to address the underlying causes of theriadaveakness. These measures included hiringiawlal accounting and finance persor
with technical accounting and financial reportingperience, enhancing and segregating duties widhimaccounting and finance departm
and enhancing our internal review procedures dutimggfinancial statement close process. We belibae these additional resources
processes and procedures have enabled us to brdsslescope and quality of our controls relatinghe oversight and review of financ
statements and reconciliations and our applicaifaelevant accounting policies.

Changes in Internal Control over Financial Reportm

Except for the remediation efforts described abdvere were no changes in our internal control divemncial reporting identified
connection with the evaluation required by Rule-18&d) and 15dt5(d) of the Securities and Exchange Act of 1934araended, that occur
during the year ended December 31, 2@13t have materially affected, or are reasonaligiyito materially affect, our internal control @
financial reporting.

Inherent Limitations of Internal Controls

Our management, including our CEO and CFO, doesxym#ct that our disclosure controls and procedorresir internal controls ov
financial reporting will prevent or detect all errand all fraud. A control system, no matter howlwesigned and operated, can provide
reasonable, not absolute, assurance that the mgiedif the control system are met. Because oifntherent limitations in all control systems,
evaluation of controls can provide absolute assgrahat all control issues and instances of fraudny, within the Company have be
detected. These inherent limitations include ttadities that judgments in decisianaking can be faulty, and that breakdowns can doecaus
of a simple error or mistake. Additionally, consatan be circumvented by the individual acts of egmarsons, by collusion of two or m
people, or by management override of the contfidis. design of any system of controls also is bas@art upon certain assumptions abou
likelihood of future events, and there can be reuasce that any design will succeed in achievisgtiated goals under all potential fu
conditions. Over time, controls may become inadegb@&cause of changes in conditions, or the degf@®mpliance with the policies
procedures may deteriorate. Because of the inhéneitdtions in a coseffective control system, misstatements due torerdraud may occi
and not be detected.
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Item 9B. Other Information

None
PART IlI

Item 10. Directors, Executive Officers, and Corporge Governance

Information required by this Item is incorporategtdin by reference to the sections entitled “ExigeuDfficers,” “Proposal No. 4
Election of Directors,” “Board of Directors and @orate Governance,” and “Other Matters” in our Rr8xatement.
Item 11. Executive Compensation

Information required by this Item is incorporateetdin by reference to the section entitled "Exe®ittompensation” andBbard o
Directors and Corporate Governance—Non-Employeedbir Compensation” in our Proxy Statement.
Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter

Information required by this Item is incorporatestdin by reference to the sections entitl8é¢urity Ownership of Certain Benefic
Owners and Management” and “Executive CompensatiBauity Compensation Plan Information” in our Pré&&tatement.
Item 13. Certain Relationships and Related Transa@ns and Director Independence

Information required by this Item is incorporatesrdin by reference to the sections entitled "Rel&®arty Transactions” andBbarc
of Directors and Corporate Governance—Director peahelence” in our Proxy Statement.
Item 14. Principal Accountant Fees and Services

Information required by this Item is incorporatedrdin by reference to the section entitled “Propd¢a. 2 — Ratification o
Appointment of Independent Registered Public ActimgnFirm” in our Proxy Statement.

PART IV

Iltem 15. Exhibits and Financial Statement Schedules
Documents filed as part of this Annual Report omrd0-K are as follows:
1. Consolidated Financial Stateme

Our Consolidated Financial Statements are listethen“Index to Consolidated Financial Statemenistler Part I, ltem 8 of th
Annual Report on Form 10-K.

2. Financial Statement Schedt

Financial statement schedules have been omittedubecthey are not required, not applicable, noégurein amounts sufficient
require submission of the schedule, or the requirEdimation is shown in the Consolidated Finan8tdtements or Notes thereto.

3. Exhibits

The documents listed in the Exhibit Index of thian&al Report on Form 1R-are incorporated by reference or are filed wihits
Annual Report on Form 10-K, in each case as indit#tierein (numbered in accordance with ltem 60Regjulation S-K).
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Item 6. Exhibits

See the Exhibit Index following the signature p&mé¢his Annual Report on Form J4or a list of exhibits filed or furnished with ighreport
which Exhibit Index is incorporated herein by refece.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly caussdréport to be signed on its ber
by the undersigned thereunto duly authorized.

Arista Networks, Inc.
(Registrant)
Dated:March 11, 2015 By: /sl Jayshree Ullal
Jayshree Ullal
Chief Executive Officer, President and Director

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pemsbose sighature appears below constitutes anoirgppayshree
Ullal and Kelyn Brannon, jointly and severally, loisher attorney-in-fact, with the power of suhgtdn, for him or her in any and all
capacities, to sigh any amendments to this AnnegaloR on Form 10-K and to file the same, with ekhithereto and other documents in
connection therewith, with the Securities and ExggaCommission, hereby ratifying and confirmingthdit each of said attorneys-in-fact, or
his or her substitute or substitutes, may do oseda be done by virtue hereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on
behalf of the Company and in the capacities anthermates indicated:

Signature Title Date
/sl JAYSHREE ULLAL Chief Executive Officer, President and DirectoritiEipal Executive Officer) March 11, 2015
Jayshree Ullal
/s/ KELYN BRANNON Chief Financial Officer (Principal Accounting andh&ncial Officer) March 11, 2015
Kelyn Brannon
/s/ ANDY BECHTOLSHEIM Founder, Chief Development Officer, Director March 11, 2015
Andy Bechtolsheim
/s/ CHARLES GIANCARLO Director March 11, 2015
Charles Giancarlo
/s ANN MATHER Director March 11, 2015
Ann Mather
/s DAN SCHEINMAN Director March 11, 2015
Dan Scheinman
/sl MARC STOLL Director March 11, 2015
Marc Stoll
/s/ NIKOS THEODOSOPOULOS Director March 11, 2015

Nikos Theodosopoulos
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Number
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4.1
4.2
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101
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10.12 t

10.13 t

10.14

10.15
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10.17%

10.18 %

10.19 t

211
23.1

EXHIBIT INDEX

Description
Amended and Restated Certificate of Incorporatiothe
Registrant.
Bylaws of the Registrant.
Form of the Registrant’'s common stock certificate.
Investors'Rights Agreement, dated October 16, 2004, bet

Registrant and certain holders of Registrant’steaptock
named therein.

Investors’ Rights Agreement, dated January 4, 2Bé&tlyeen
Registrant and certain holders of Registrant’'steaptock
named therein.

Form of Indemnification Agreement between the Regig
and each of its directors and executive officers.
2004 Equity Incentive Plan.

2011 Equity Incentive Plan.

2014 Equity Incentive Plan.

2014 Employee Stock Purchase Plan.

Offer Letter, dated October 17, 2004, by and betwbe
Registrant and Kenneth Duda.

Offer Letter, dated June 8, 2007, by and between th
Registrant and Anshul Sadana.

Offer Letter, dated August 1, 2008, by and betwtben
Registrant and Jayshree Ullal.

Offer Letter, dated March 27, 2013, by and betwi&den
Registrant and Charles Giancarlo.

Offer Letter, dated June 3, 2013, by and between th
Registrant and Ann Mather.

Offer Letter, dated June 21, 2013, by and betwken t
Registrant and Kelyn Brannon.

Severance Agreement, dated July 8, 2013, by anebetthe
Registrant and Kelyn Brannon.

Offer Letter, dated October 3, 2013, by and betwihen
Registrant and Marc Stoll.

Lease between Arista Networks, Inc. and The Indoenpany
LLC, dated August 10, 2012, as amended on Feb2&ry
2013.

Second Amendment to Lease, by and between Arista
Networks, Inc. and The Irvine Company LLC, dately B0,
2014.

License Agreement, dated November 30, 2004, by and
between the Registrant and Optumsoft, Inc.

Manufacturing Services Letter Agreement, dated fayr5,
2007, between the Registrant and Jabil Circuit, Inc

Microsoft Master Product Purchase Agreement, dated
February 8, 2012, between the Registrant and Mifros
Corporation.

Employee Incentive Plan.

List of Subsidiaries of the Registrant.

Consent of Ernst & Young LLP, Independent Registere
Public Accounting Firm.
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Filed

Form File No. Exhibit Filing Date Herewith
10-Q 001-36468 3.1 8/8/2014
10-Q 001-36468 3.2 8/8/2014
S-1/A 333-194899 4.1 4/21/2014

S-1 333-194899 4.2 3/31/2014

S-1 333-194899 4.3 3/31/2014
S-1/A 333-194899 10.1 5/2/2014

S-1 333-194899 10.2 3/31/2014

S-1 333-194899 10.3 3/31/2014
S-1/A 333-194899 10.4 5/2/2014

v

S-1 333-194899 10.6 3/31/2014

S-1 333-194899 10.7 3/31/2014

S-1 333-194899 10.8 3/31/2014

S-1 333-194899 10.9 3/31/2014

S-1 333-194899 10.10 3/31/2014

S-1 333-194899 10.11 3/31/2014

S-1 333-194899 10.12 3/31/2014

S-1 333-194899 10.13 3/31/2014

S-1 333-194899 10.15 3/31/2014
10-Q 001-36468 10.1 8/8/2014

S-1 333-194899 10.16 3/31/2014

S-1 333-194899 10.17 3/31/2014

S-1 333-194899 10.18 3/31/2014
S-1/A 333-194899 10.21 4/21/2014

v




31.1 Certification of the Chief Executive Officer pursudo v
Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 Certification of the Chief Financial Officer pursudo v
Section 302(a) of the Sarbanes-Oxley Act of 2002.

32.1* Certifications of Chief Executive Officer and Chighancial
Officer pursuant to 18 U.S.C. Section 1350, as tatbp 4
pursuant to section 906 of the Sarbanes-Oxley A2062.

101.INS XBRL Instance Document.

101.SCH XBRL Taxonomy Extension Schema Document.

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docute
101.DEF XBRL Taxonomy Extension Definition Linkbase Docunhen
101.LAB XBRL Taxonomy Extension Label Linkbase Document.
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

* The certifications attached as Exhibit 32.1 thatoagpany this Annual Report on Form KOare not deemed filed with the Securities
Exchange Commission and are not to be incorpofajegference into any filing of Arista Networksclrunder the Securities Act of 1933
amended, or the Securities Exchange Act of 1934naanded, whether made before or after the datki®fAnnual Report on Form 1K;

irrespective of any general incorporation langueg@ained in such filing.
T Indicates a management contract or compensalanygp arrangement.

 Portions of this exhibit have been granted canftil treatment by the Securities and Exchanger@ission.
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ARISTA NETWORKS, INC.
2014 EMPLOYEE STOCK PURCHASE PLAN

1. Purpose The purpose of the Plan is to provide employddhe Company and its Designated Companies
an opportunity to purchase Common Stock throughumctated Contributions. The Company intends fo
Plan to have two components: a Code Section 423pGoent (* 423 Componefif and a non€ode Section 4:
Component (*_Nom23 Component). The Companys intention is to have the 423 Component of then
qualify as an “employee stock purchase plamter Section 423 of the Code. The provisions ef 4R2:
Component, accordingly, will be construed so asextend and limit Plan participation in a uniformd
nondiscriminatory basis consistent with the requiats of Section 423 of the Code. In addition, tRiar
authorizes the grant of an option to purchase shar€ommon Stock under the Nd@3 Component that dc
not qualify as an “employee stock purchase plamier Section 423 of the Code; such an optionbelfrante
pursuant to rules, procedures or fdns adopted by the Administrator designed toeaghtax, securities lay
or other objectives for Eligible Employees and @@mpany. Except as otherwise provided herein, the-4R:
Component will operate and be administered in #mesmanner as the 423 Component.

2. Definitions.

(a) “ Administrator” means the Board or any Committee designated bBdhed to administer t
Plan pursuant to Section 14.

(b) “ Affiliate ” means any entity, other than a Subsidiary, in wkiiehCompany has an equity
other ownership interest.

(c) “ Applicable Laws” means the requirements relating to the admirtistnaof equitybase:
awards under U.S. state corporate laws, U.S. federad state securities laws, the Code, any stodhange c
guotation system on which the Common Stock isdisie quoted and the applicable laws of any foraigantry o
jurisdiction where options are, or will be, grantetdler the Plan.

(d) “ Board” means the Board of Directors of the Comp

(e) “ Change in Contral means the occurrence of any of the following ev

(1) A change in the ownership of the Company which cxom the date that any one per
or more than one person acting as a group (* Péjsaaquires ownership of the stoct
the Company that, together with the stock heldumhsPerson, constitutes more than
percent (50%) of the total voting power of the &to€the Company; provided, howe\
that for purposes of this subsection, the acqaisitif additional stock by any one Per:
who is considered to own more than fifty perce®49 of the total voting power of t
stock of the Company will not be considered a CleangControl; or

(i) A change in the effective control of the Companyachtoccurs on the date that a majc
of members of the Board is replaced during anyvev¢ll2) month period by Directc
whose appointment or election is not endorsed imgjrity of the members of the Bo:
prior to the date of the appointment or electioor. purposes of this subsection (ii), if i
Person is considered to be in effective controlttd Company, the acquisition
additional control of the Company by the same Revgitl not be considered a Chang
Control; or




(i) A change in the ownership of a substantiaitipn of the Companyg assets which occl
on the date that any Person acquires (or has achjduring the twelve(12) month per
ending on the date of the most recent acquisitipsuzh person or persons) assets
the Company that have a total gross fair marketevelqual to or more than fifty perc
(50%) of the total gross fair market value of dltlee assets of the Company immedie
prior to such acquisition or acquisitions; providéawever, that for purposes of i
subsection, the following will not constitute a olga in the ownership of a substar
portion of the Companyg’ assets: (A) a transfer to an entity that is @dedl by the
Companys stockholders immediately after the transfer,B)rg transfer of assets by
Company to: (1) a stockholder of the Company (imiatetly before the asset transfer
exchange for or with respect to the Comparstock, (2) an entity, fifty percent (50%
more of the total value or voting power of whichoiwned, directly or indirectly, by ti
Company, (3) a Person, that owns, directly or extly, fifty percent (50%) or more
the total value or voting power of all the outstamgdstock of the Company, or(4)
entity, at least fifty percent (50%) of the totalwe or voting power of which is own:
directly or indirectly, by a Person described iis tubsection (iii)(B)(3). For purposes
this subsection, gross fair market value meanyahee of the assets of the Company
the value of the assets being disposed of, detedmmthout regard to any liabiliti
associated with such assets.

For purposes of this definition, persons will besidered to be acting as a group if they are owoiez
corporation that enters into a merger, consoligatpurchase or acquisition of stock, or similaribess transactic
with the Company.

Notwithstanding the foregoing, a transaction wibtrbe deemed a Change in Control unles:
transaction qualifies as a change in control ewetitin the meaning of Code Section 409A, as it lbasn and may |
amended from time to time, and any proposed or fih&. Treasury Regulations and Internal Revenuei
guidance that has been promulgated or may be pgatad thereunder from time to time.

Further and for the avoidance of doubt, a transaatill not constitute a Change in Control if: (i3
sole purpose is to change the state of the Compangorporation, or (ii) its sole purpose is toateea holdin
company that will be owned in substantially the sgmmoportions by the persons who held the Comsasgturitie
immediately before such transaction.

“ Code” means the U.S. Internal Revenue Code of 1986, anded. Reference to a spec
section of the Code or U.S. Treasury Regulatioretiveder will include such section or regulatiory &alid regulatiol
or other official applicable guidance promulgatater such section, and any comparable provisioangf future
legislation or regulation amending, supplementinguperseding such section or regulation.

(9) “ Committee” means a committee of the Board appointed in acocedavith Section 1
hereof.

(h) “ Common StocK means the common stock of the Company.

0] “ Company” means Arista Networks, Inc., a Delaware corporator any successor thereto.
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“ Compensation” means an Eligible Employe®’base straight time gross earnings,
exclusive of payments for incentive compensatioanuses, commissions and other similar compensadiw
payments for overtime and shift premium. The Adsthator, in its discretion, may, on a uniform
nondiscriminatory basis, establish a differentmigbn of Compensation for a subsequent Offeringdele

(k) “ Contributions” means the payroll deductions and other additiorsinpents that tf
Company may permit to be made by a Participanind the exercise of options granted pursuant t&tae.
() “ Designated Company means any Subsidiary or Affiliate that has beerigieded by th

Administrator from time to time in its sole disdoet as eligible to participate in the Plan. Forpmsges of the 4:
Component, only the Company and its Subsidiarieg b®a Designated Companies, provided, however thaiy
given time, a Subsidiary that is a Designated Caompmder the 423 Component shall not be a Desigrnatanpan
under the Non-423 Component.

(m) “ Director” means a member of the Board.

(n) “ Eligible Employee” means any individual who is an employee providiegvises to th
Company or a Designated Company and is customamlyloyed for at least twenty
(20) hours per week and more than five (5) monihenyy calendar year by the Employer, or any lesseiber of houl
per week and/or number of months in any calendar gstablished by the Administrator (if requiredlenapplicabl
local law) for purposes of any separate OfferindooiEligible Employee participating in the N&23 Component. F
purposes of the Plan, the employment relationshipbe treated as continuing intact while the indival is on sic
leave or other leave of absence that the Employproaes or is legally protected under ApplicableviaWhere th
period of leave exceeds three (3) months and thgidual’s right to reemployment is not guaranteed eithestayut
or by contract, the employment relationship will teemed to have terminated three (3) months and(bnday
following the commencement of such leave. The Adiriator, in its discretion, from time to time mayjor to ar
Enroliment Date for all options to be granted oohs&nrollment Date in an Offering, determine (ooraform ant
nondiscriminatory basis or as otherwise permittgdTibeasury Regulation Section 1.42B-that the definition «
Eligible Employee will or will not include an inddual if he or she: (i) has not completed at lda&t (2) years ¢
service since his or her last hire date (or sushdeperiod of time as may be determined by the iAdtmator in it
discretion), (ii) customarily works not more thaventy
(20) hours per week (or such lesser period of @amenay be determined by the Administrator in itscidition), (iii
customarily works not more than five (5) months g&lendar year (or such lesser period of time asleadetermine
by the Administrator in its discretion), (iv) isheghly compensated employee within the meaningeaftiSn 414(q) ¢
the Code, or (v) is a highly compensated employéhiwthe meaning of Section 414(q) of the Codeh
compensation above a certain level or is an offaresubject to the disclosure requirements of $acti6(a) of th
Exchange Act, provided the exclusion is appliechwispect to each Offering in an identical manealt highly
compensated individuals of the Employer whose Egg#e are participating in that Offering. Each esido shall b
applied with respect to an Offering in a manner plymg with U.S. Treasury Regulation Section 1.4%8)(2)(ii)

(0) “ Employer” means the employer of the applicable Eligible Eogpe(s).

(p) “ Enrollment Daté means the first Trading Day of each Offering Béri

(@) “ Exchange Act means the U.S. Securities Exchange Act of 1934nsnded, including tl
rules and regulations promulgated thereunder.

(n “ Exercise Daté means the first Trading Day on or after Februanat8 August 15 of ea

Purchase Period. Notwithstanding the foregoingfitlse Exercise Date under the Plan will be Febyulr, 2015 (e
February 15 falls on a Sunday and the following idag holiday).
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(s) "Fair Market Valu¢ means, as of any date and unless the Administiatermines otherwis
the value of Common Stock determined as follows:

(1) If the Common Stock is listed on any establishedlsexchange or a national mail
system, including without limitation the New Yorka8k Exchange, NASDAQ Global Sel
Market, the NASDAQ Global Market or the NASDAQ CigpiMarket of The NASDAQ Sto«
Market, its Fair Market Value will be the closingles price for such stock as quoted on

exchange or system on the date of determinatiothéoclosing bid, if no sales were reported
reported inThe Wall Street Journar such other source as the Administrator deenebie]

(i) If the Common Stock is regularly quoted by a redobegh securities dealer but sell
prices are not reported, its Fair Market Value W@ the mean between the high bid and
asked prices for the Common Stock on the date tariahenation (or if no bids and asks w
reported on that date, as applicable, on the lastiig Day such bids and asks were reporte:
reported inThe Wall Street Journar such other source as the Administrator deenebie]

(i) In the absence of an established market for ther@mStock, the Fair Market Val
thereof will be determined in good faith by the Adistrator; or
(iv) For purposes of the Enrollment Date of the firste@hg Period under the Plan,

Fair Market Value will be the initial price to theublic as set forth in the final prospec
included within the registration statement on F@h filed with the Securities and Exchal
Commission for the initial public offering of theo@mon Stock (the “Registration Statement”).

(® “ Fiscal Year’ means the fiscal year of the Compi

(u) “New Exercise Datémeans a new Exercise Date if the Administratartns any Offering
Period then in progress.

(v) “ Offering” means an offer under the Plan of an option that Ineagxercised during an Offeri
Period as further described in Section 4. For pgepmf the Plan, the Administrator may
designate separate Offerings under the Plan (thestef which need not be identical) in which
Employees of one or more Employers will participateen if the dates of the applicable
Offering Periods of each such Offering are idemhigal the provisions of the Plan will
separately apply to each Offering. To the extentnitéed by U.S. Treasury Regulation Section
1.423-2(a)(1), the terms of each Offering needoeoidentical provided that the terms of the
Plan and an Offering together satisfy U.S. Trea&agulation Section 1.423-2(a)(2) and (a)(3)

(w)  “Offering Periods means the periods of approximately twentyfour

(24) months during which an option granted purstathe Plan may be exercised, (i) commencing erfitht Tradin
Day on or after February 15 and August 15 of eaddr ynd terminating on the first Trading Day orafter Februar
15 and August 15, approximately twerior (24) months later; provided, however, thatfire Offering Period unds
the Plan will commence with the first Trading Dag or after the date on which the Securities andhBrge
Commission declares the Compan{Registration Statement effective and will endlanfirst Trading Day on or aft
August 15, 2016, and provided, further, that theoad Offering Period under the Plan will commennd-ebruary 1°
2015. The duration and timing of Offering Periodsynbe changed pursuant to Sections 4 and 19.

(x) “ Parent” means a “parent corporation,” whether now or hées existing, as defined
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in Section 424(e) of the Code.

(y) “ Participant’ means an Eligible Employee that participatesim Plan.
(2) “ Plan” means this Arista Networks, Inc. 2014 EmployeecgtPurchase Plan.
(aa) “ Purchase Perigd means the approximately six (6) month period conuimgnafter on

Exercise Date and ending with the next ExerciseDatcept that the first Purchase Period of angi@i§ Period wil
commence on the Enroliment Date and end with thxé Exeercise Date.

(bb) “ Purchase Pricemeans an amount equal to eiglfitye percent (85%) of the Fair Market Value
a share of Common Stock on the Enrollment Datenathe Exercise Date, whichever is lower; provided/éver, the
the Purchase Price may be determined for subse@ifaing Periods by the Administrator subject tompliance witl
Section 423 of the Code (or any successor rulgarigion or any other Applicable Law, regulationstock exchan¢
rule) or pursuant to Section 19.

(cc) “ Subsidiary” means a “subsidiary corporationywhether now or hereafter existing, as define
Section 424(f) of the Code.

(dd) “ Trading Day’ means a day on which the national stock exchange which the Common Sto
is listed is open for trading.

(ee) “ U.S. Treasury Requlatiofisneans the Treasury regulations of the Code. Referena specif
Treasury Regulation or Section of the Code shalluohe such Treasury Regulation or Section, anydvedgulatiol
promulgated under such Section, and any compaiaioie@sion of any future legislation or regulatiomending
supplementing or superseding such Section or régnla

3. Eligibility .

@) First Offering Period Any individual who is an Eligible Employee immatkly prior to th
first Offering Period will be automatically enrallen the first Offering Period.

(b) Subsequent Offering Periodény Eligible Employee on a given Enroliment Datésequel
to the first Offering Period will be eligible to gizipate in the Plan, subject to the requirementSection 5.

(c) NonU.S. Employees Eligible Employees who are citizens or resideotsa nonU.S.
jurisdiction (without regard to whether they alse aitizens or residents of the United States sideant aliens (withi
the meaning of Section 7701(b)(1)(A) of the Codagy be excluded from participation in the Plan orCffering i
the participation of such Eligible Employees istphbited under the laws of the applicable jurisdiotor if complying
with the laws of the applicable jurisdiction woudduse the Plan or an Offering to violate Sectiod dPthe Code. |
the case of the No#23 Component, Eligible Employee may be excludethfparticipation in the Plan or an Offer
if the Administrator has determined that participatof such Eligible Employee is not advisable cagbicable.

(d) Limitations . Any provisions of the Plan to the contrary nohstanding, no Eligib
Employee will be granted an option under the Piano(the extent that, immediately after the grasuch Eligible
Employee (or any other person whose stock wouldttsbuted to such Eligible Employee pursuant totfea 424(d
of the Code) would own capital stock of the Compamyany Parent or Subsidiary of the Company antfdd
outstanding options to purchase such stock posgeBge percent (5%) or more of the total combineting power ¢
value of all classes of the capital stock of thenpany or of any Parent or Subsidiary of the Company(ii) to the
extent that his or her rights to purchase stocleuatl employee stock purchase plans (as defin&gation 423 of tf
Code) of the Company or any Parent or Subsidiarthef Company accrues at a rate, which exceeds yviiget
thousand dollars ($25,000) worth of stock (detesdiat the Fair Market Value of the stock at theetsuch option
granted) for each calendar year in which such apigooutstanding at any time, as determined in r@zwe witl
Section




423 of the Code and the regulations thereunder.

4. Offering Periods The Plan will be implemented by overlapping GffgrPeriods with a new Offeril
Period commencing on the first Trading Day on éerafFebruary 15 and August 15 each year, or on stiedr date ¢
the Administrator will determine; provided, howeytrat the first Offering Period under the Planl wdmmence wit
the first Trading Day on or after the date uponchiithe Companyg Registration Statement is declared effectivenk
Securities and Exchange Commission and end on Audys2016, and provided, further, that the secOxfigring
Period under the Plan will commence on the firgtdlimng Day on February 17, 2015. The Administratok vave the
power to change the duration of Offering Period€l(iding the commencement dates thereof) with sjoefuture
Offerings without stockholder approval if such chans announced prior to the scheduled beginningheffirs
Offering Period to be affected thereafter; provideawever, that no Offering Period may last mo@nthwentysevel
(27) months.

5. Participation

(@) First Offering Period An Eligible Employee will be entitled to continte participate in tr
first Offering Period pursuant to Section 3(a) onflysuch individual submits a subscription agreet
authorizing Contributions in a form determined Ine tAdministrator (which may be similar to the fc
attached hereto as Exhibit )Ato the Company designated plan administrator (i) no earlier ttreneffectivi
date of the Form 8-registration statement with respect to the isseat Common Stock under this Plan
(i) no later than ten (10) business days followthg effective date of such &registration statement or si
other period of time as the Administrator may deiee (the “ Enrollment Window). An Eligible Employees
failure to submit the subscription agreement during Enrollment Window will result in the autom:
termination of such individual’s participation inet first Offering Period.

(b) Subsequent Offering Period&\n Eligible Employee may participate in the Plaursuant t
Section 3(b) by (i) submitting to the Compasigtock administration office (or its designee)ootbefore a da
determined by the Administrator prior to an ap@ieaEnrollment Date, a properly completed subsion
agreement authorizing Contributions in the formvpmted by the Administrator for such purpose, o)
following an electronic or other enrollment procesldetermined by the Administrator.

6. Contributions

(@) At the time a Participant enrolls in the Plan parguto Section 5, he or she will elect to
Contributions (in the form of payroll deductions atherwise, to the extent permitted by
Administrator) made on each pay day during the @ffePeriod in an amount not exceeding
percent (10%) of the Compensation, which he or rHoeives on each pay day during
Offering Period; provided, however, that should @y play occur on an Exercise Date
Participant will have any payroll deductions made such day applied to his or her acct
under the subsequent Purchase Period or Offerimgpd?eThe Administrator, in its sc
discretion, may permit all Participants in a spedifOffering to contribute amounts to the F
through payment by cash, check or other meansdt ih the subscription agreement pric
each Exercise Date of each Purchase Period. Acipantit’s subscription agreement will rem
in effect for successive Offering Periods unlessiteated as provided in Section 10 hereof.

(b) In the event Contributions are made in the fornpayroll deductions, such payroll deducti
for a Participant will commence on the first pay dallowing the Enrollment Date and will e
on the last pay day prior to the Exercise Dateuchs
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Offering Period to which such authorization is agdble, unless sooner terminated by
Participant as provided in Section 10 hereof; pitedi however, that for the first Offeri
Period, payroll deductions will commence on thstfpay day on or following the end of
Enrollment Window.

(©) All Contributions made for a Participant will beedited to his or her account under the Plar
Contributions will be made in whole percentagesyom Participant may not make &
additional payments into such account.

(d) A Participant may discontinue his or her partidipatin the Plan as provided in Section
Unless otherwise determined by the Administrator,éfach Offering Period, a Participant r
decrease (and may not increase) the rate of hieioiContributions once during the Offer
Period by (i) properly completing and submittingthe Companys stock administration offis
(or its designee), on or before a date determinedhb Administrator prior to an applica
Exercise Date, a new subscription agreement auaihgrthe change in Contribution rate in
form provided by the Administrator for such purpose (ii) following an electronic or oth
procedure prescribed by the Administrator. Foriglaa Participant may decrease his or
Contribution rate to any whole percentage, inclgddo. If a Participant has not followed s
procedures to change the rate of Contributionsrdte of his or her Contributions will contir
at the originally elected rate throughout the OfffgrPeriod and future Offering Periods (un
terminated as provided in Section 10). The Admiatst may, in its sole discretion, limit f
nature and/or number of Contribution rate chanpasmay be made by Participants during
Offering Period, and may establish such other dad or limitations as it deems appropr
for Plan administration. Any change in payroll detilon rate made pursuant to this Section
will be effective as of the first full payroll pexd following five (5) business days after the
on which the change is made by the Participante@mthe Administrator, in its sole discret
elects to process a given change in payroll degiictite more quickly).

(e) Notwithstanding the foregoing, to the extent neags$o comply with Section 423(b)(8) of
Code and Section 3(d), a Participan€ontributions may be decreased to zero percén} &
any time during a Purchase Period. Subject to @eet3(b)(8) of the Code and Section
hereof, Contributions will recommence at the raigioally elected by the Participant effect
as of the beginning of the first Purchase Peridttdualed to end in the following calendar y
unless terminated by the Participant as providesieiction 10.

) Notwithstanding any provisions to the contraryhe Plan, the Administrator may allow Eligi
Employees to participate in the Plan via cash dwuions instead of payroll deductions if
payroll deductions are not permitted under appleddcal law, (ii) the Administrator determir
that cash contributions are permissible under 8ectk3 of the Code and (iii) for Participe
participating in the Non-423 Component.

(g) At the time the option is exercised, in whole opart, or at the time some or all of the Comi
Stock issued under the Plan is disposed of (oratingr time that a taxable event related tc
Plan occurs), the Participant must make adequateisoon for the Company’s or Employer’
federal, state, local or any other tax liabilityyphle to any authority including taxes impose:
jurisdictions outside of the U.S., national insuw@&nsocial security or other tax withhold
obligations, if




any, which arise upon the exercise of the optiotherdisposition of the Common Stock (or
other time that a taxable event related to the Bleurs). At any time, the Company or
Employer may, but will not be obligated to, withtidrom the Participand’ compensation tl
amount necessary for the Company or the Employardet applicable withholding obligatio
including any withholding required to make avaiabb the Company or the Employer any
deductions or benefits attributable to sale oryedidposition of Common Stock by the Eligi
Employee. In addition, the Company or the Emplayay, but will not be obligated to, withhc
from the proceeds of the sale of Common Stock or ather method of withholding t
Company or the Employer deems appropriate to thenéexpermitted by U.S. Treasi
Regulation Section 1.423-2(f).

7. Grant of Option. On the Enrollment Date of each Offering Periodche Eligible Employe
participating in such Offering Period will be gradtan option to purchase on each Exercise Dataglatich Offerin
Period (at the applicable Purchase Price) up toraber of shares of Common Stock determined by uhgicuct
Eligible Employee’s Contributions accumulated priorsuch Exercise Date and retained in the Eligibeployees
account as of the Exercise Date by the applicabterfase Price; provided that in no event will aigiBle Employe
be permitted to purchase during each Purchase dPerme than 3,000 shares of Common Stock (subgeetns
adjustment pursuant to Section 18) and providetthéurthat such purchase will be subject to thetéitrons set forth i
Sections 3(d) and 13. The Eligible Employee mayeptthe grant of such option (i) with respect te tinst Offering
Period by submitting a properly completed subsipagreement in accordance with the requiremen&eotion 5 o
or before the last day of the Enrollment Windowd &) with respect to any subsequent Offering &@&ninder th
Plan, by electing to participate in the Plan inaadance with the requirements of Section 5. The Wdstrator may
for future Offering Periods, increase or decreaséds absolute discretion, the maximum numberhafres of Commc
Stock that an Eligible Employee may purchase dusagh Purchase Period of an Offering Period. Eserof thi
option will occur as provided in Section 8, unléss Participant has withdrawn pursuant to Sect@rirhe option wil
expire on the last day of the Offering Period.

8. Exercise of Option

(@) Unless a Participant withdraws from the Plan avigem in Section 10, his or her option
the purchase of shares of Common Stock will be aes®d automatically on the Exercise Date, anc
maximum number of full shares subject to the optioth be purchased for such Participant at the iapple
Purchase Price with the accumulated Contributioos) this or her account. No fractional shares of Gam
Stock will be purchased; any Contributions accunealan a Participans’ account, which are not sufficien
purchase a full share will be retained in the EBgrdint’s account for the subsequent Purchase Period eridx
Period, subject to earlier withdrawal by the Pgrdat as provided in Section 10. Any other fundsdeger in ¢
Participant’s account after the Exercise Date heéllreturned to the Participant. During a Particifmlifetime
a Participant’s option to purchase shares hereusdasercisable only by him or her.

(b) If the Administrator determines that, on a givenekexse Date, the number of share:
Common Stock with respect to which options are ¢oelzercised may exceed (i) the number of shar
Common Stock that were available for sale underPla@ on the Enroliment Date of the applicable (xify
Period, or (ii) the number of shares of Common Seilable for sale under the Plan on such ExerDiate
the Administrator may in its sole discretion (xpypide that the Company will make a pro rata allmeadf the
shares of Common Stock available for purchase oh Emrollment Date or Exercise Date, as applicahlag
uniform a manner as will be practicable and asilitdetermine in its sole discretion to be equitabimong a
Participants




exercising options to purchase Common Stock on Eixehcise Date, and continue all Offering Peridasntir
effect or (y) provide that the Company will mak@ra rata allocation of the shares available forchase o
such Enrollment Date or Exercise Date, as appkcahl as uniform a manner as will be practicabld as i
will determine in its sole discretion to be equitalamong all participants exercising options tocpas:
Common Stock on such Exercise Date, and terminayeoa all Offering Periods then in effect pursuo
Section 19. The Company may make a pro rata altocaf the shares available on the Enrollment [étany
applicable Offering Period pursuant to the precgdientence, notwithstanding any authorization dlitexhal
shares for issuance under the Plan by the Compatockholders subsequent to such Enroliment Date.

9. Delivery. As soon as reasonably practicable after eachciseebate on which a purchase of shar:
Common Stock occurs, the Company will arrange tekvery to each Participant of the shares purchagesot
exercise of his or her option in a form determitgdthe Administrator (in its sole discretion) angrguant to rule
established by the Administrator. The Company meaynit or require that shares be deposited direitly a broke
designated by the Company or to a designated agetite Company, and the Company may utilize eledtro!
automated methods of share transfer. The Compagyegaire that shares be retained with such brokegent for
designated period of time and/or may establishrqgih@&cedures to permit tracking of disqualifyingpbsitions of suc
shares. No Participant will have any voting, divideor other stockholder rights with respect torekaof Commo
Stock subject to any option granted under the Riatil such shares have been purchased and delivterehle
Participant as provided in this Section 9.

10. Withdrawal

@) A Participant may withdraw all but not less thahthé Contributions credited to his or
account and not yet used to exercise his or heoropinder the Plan at any time by (i) submittingthe
Companys stock administration office (or its designee)ritten notice of withdrawal in the form determil
by the Administrator for such purpose (which maysbeilar to the form attached hereto_as Exhibi, Br (ii)
following an electronic or other withdrawal proceeluletermined by the Administrator. All of the Rapant’s
Contributions credited to his or her account wél jaid to such Participant promptly after receiphatice o
withdrawal and such Participastoption for the Offering Period will be automatigaterminated, and r
further Contributions for the purchase of share & made for such Offering Period. If a Partici
withdraws from an Offering Period, Contributiondlwiot resume at the beginning of the succeedinigr®ig
Period, unless the Participant re-enrolls in trenfh accordance with the provisions of Section 5.

(b) A Patrticipants withdrawal from an Offering Period will not haaay effect upon his or
eligibility to participate in any similar plan thatay hereafter be adopted by the Company or inesati(
Offering Periods that commence after the termimaid the Offering Period from which the Particig
withdraws.

11. Termination of EmploymentUnless a Participargt’ceasing to be an Eligible Employee, for
reason, he or she will be deemed to have electeadtialraw from the Plan and the Contributions ciedlitc
such Participans account during the Offering Period but not yetduto purchase shares of Common £
under the Plan will be returned to such Participantd such Participarst’ option will be automatical
terminated. A Participant whose employment traissfbetween entities through a termination witl
immediate rehire (with no break in service) by the

Company or a Designated Company shall not be tteaseterminated under the Plan; however, if a épan
transfers from an Offering under the 423 Comporerihe Non423 Component, the exercise of the option she
qualified under the 423 Component only to the exitetcomplies with Section 423
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of the Code.

12. Interest No interest will accrue on the Contributions gbaticipant in the Plan, except as ma
required by Applicable Law, as determined by thenPany, and if so required by the laws of a paréicyurisdiction
shall apply to all Participants in the relevantddiig under the
423 Component, except to the extent otherwise by U.S. Treasury Regulation Section 1.423-2(f)

13. Stock

€) Subject to adjustment upon changes in capitalimadiothe Company as provided in Sec
18 hereof, the maximum number of shares of ComntookShat will be made available for sale ur
the Plan will be 651,000 shares of Common Stoaks ph annual increase to be added on the fir¢
of each Fiscal Year beginning with the 2015 Fistear equal to the least of (i) 2,500,000 share
Common Stock, (i) one percent (1%) of the outstagdhares of Common Stock on the last day ¢
immediately preceding Fiscal Year, or (iii) an ambdetermined by the Administrator.

(b) Until the shares are issued (as evidenced by tipeoppate entry on the books of
Company or of a duly authorized transfer agenhef@ompany), a Participant will only have the rg
of an unsecured creditor with respect to such shaned no right to vote or receive dividends or
other rights as a stockholder will exist with resg® such shares.

(©) Shares of Common Stock to be delivered to a Ppatntiunder the Plan will be registere:
the name of the Participant or in the name of i¢?pant and his or her spouse.

14. Administration The Plan will be administered by the Board oraan@ittee appointed by the Boe
which Committee will be constituted to comply wAlpplicable Laws. The Administrator will have fulhd exclusiv:
discretionary authority to construe, interpret apgly the terms of the Plan, to designate sep&#ezings under tF
Plan, to designate Subsidiaries and Affiliates agig@pating in the 423 Component or Nd83 Component,
determine eligibility, to adjudicate all disputethims filed under the Plan and to establish sudteuiures that
deems necessary for the administration of the Rrariuding, without limitation, to adopt such praotees and sub-
plans as are necessary or appropriate to permpaheipation in the Plan by employees who areifpr nationals «
employed outside the U.S., the terms of which glalns may take precedence over other provisioki®fPlan, witl
the exception of Section 13(a) hereof, but unléssravise superseded by the terms of suchptalb; the provisions
this Plan shall govern the operation of such glam). Unless otherwise determined by the Admiatstr, the
Employees eligible to participate in each sub-pldhparticipate in a separate Offering or in theriN423 Componer
Without limiting the generality of the foregoindhet Administrator is specifically authorized to atloples an
procedures regarding eligibility to participatee tefinition of Compensation, handling of Contribas, making ¢
Contributions to the Plan (including, without limiion, in forms other than payroll deductions)abbshment of bar
or trust accounts to hold Contributions, paymenintérest, conversion of local currency, obligatido pay payro
tax, determination of beneficiary designation regunents, withholding procedures and handling oflstertificate
that vary with applicable local requirements. Thénmfnistrator also is authorized to determine thatthe exter
permitted by U.S. Treasury Regulation Section 1-2@R the terms of an option granted under the Blaan Offerin
to citizens or residents of a n@hS. jurisdiction will be less favorable than tieenbs of options granted under the |
or the same Offering to employees resident solelthe U.S. Every finding, decision and determinmatioade by tF
Administrator will, to the full extent permitted bbgw, be final and binding upon all parties.

15. Transferability Neither Contributions credited to a Participarsicsount nor any rights with
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regard to the exercise of an option or to recehares of Common Stock under the Plan may be askignaamsferre
pledged or otherwise disposed of in any way (ottran by will, the laws of descent and distributidn) the
Participant. Any such attempt at assignment, teangledge or other disposition will be withoutesdt, except that tl
Company may treat such act as an election to vathdunds from an Offering Period in accordance V@#ction 1
hereof.

16. Use of FundsThe Company may use all Contributions receivetedd by it under the Plan for €
corporate purpose, and the Company will not begabdid to segregate such Contributions except udéferings o
for Participants in the NoA23 Component for which Applicable Laws requirett@ontributions to the Plan
Participants be segregated from the Compamgneral corporate funds and/or deposited witlindapendent thit
party. Until shares of Common Stock are issuedtidiaants will only have the rights of an unsecucedditor witl
respect to such shares.

17. Reports. Individual accounts will be maintained for eachrtiipant in the Plan. Statements
account will be given to participating Eligible Elopees at least annually, which statements wilfeeh the amoun
of Contributions, the Purchase Price, the numbeshafres of Common Stock purchased and the remacasi
balance, if any.

18. Adjustments, Dissolution, Liquidation, Merg&rChange in Contral

€) Adjustments In the event that any dividend or other distrimat(whether in the form of cas
Common Stock, other securities, or other propertgcapitalization, stock split, reverse stock ¢
reorganization, merger, consolidation, split-upinsgf, combination, repurchase, or exchange of Con
Stock or other securities of the Company, or ottiemnge in the corporate structure of the Compafectafic
the Common Stock occurs, the Administrator, in oreprevent dilution or enlargement of the bersebi
potential benefits intended to be made availabteuthe Plan, will, in such manner as it may deguoitable
adjust the number and class of Common Stock that lmeadelivered under the Plan, the Purchase Pg(
share and the number of shares of Common Stocked\sy each option under the Plan that has nobges
exercised, and the numerical limits of Sectionsd £3.

(b) Dissolution or Liguidation In the event of the proposed dissolution or higdion of th
Company, any Offering Period then in progress Wl shortened by setting a New Exercise Date, afli
terminate immediately prior to the consummatiorseth proposed dissolution or liquidation, unlessvjatec
otherwise by the Administrator. The New ExercisdeDaill be before the date of the Compasnyropose
dissolution or liquidation. The Administrator wiibtify each Participant in writing or electronigalprior to the
New Exercise Date, that the Exercise Date for tagidpants option has been changed to the New Exe
Date and that the Participastoption will be exercised automatically on the Nexercise Date, unless priol
such date the Participant has withdrawn from thiei@fg Period as provided in Section 10 hereof.

(c) Merger or Change in Controln the event of a merger or Change in Contratheautstandin
option will be assumed or an equivalent option stuied by the successor corporation or a Pare
Subsidiary of the successor corporation. In thenevkat the successor corporation refuses to assu
substitute for the option, the Offering Period witgspect to which such option relates will be shoetl b
setting a New Exercise Date on which such OffeRegod shall end. The New Exercise Date will odmefiore
the date of the Compars/'proposed merger or Change in Control. The Admmat will notify eacl
Participant in writing or electronically prior tché New Exercise Date, that the Exercise Date fe
Participant’s option has been changed to the Newerdise Date and that the Participantption will be
exercised automatically on the New Exercise Datéess prior to such date the Participant has wétlvdrfron
the Offering Period as provided in Section 10 hereo
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19. Amendment or Termination

(@) The Administrator, in its sole discretion, may amhesuspend, or terminate the Plan, or any
thereof, at any time and for any reason. If thenR&aterminated, the Administrator, in
discretion, may elect to terminate all outstand®ifering Periods either immediately or uj
completion of the purchase of shares of CommonkStadhe next Exercise Date (which ma
sooner than originally scheduled, if determinedthy Administrator in its discretion), or nr
elect to permit Offering Periods to expire in acarce with their terms (and subject to
adjustment pursuant to Section 18). If the Offetegiods are terminated prior to expiration
amounts then credited to Participahiccounts that have not been used to purchase sbf
Common Stock will be returned to the Participamtghout interest thereon, except as other
required under Applicable Laws, as further sethfom Section 12 hereof) as soon
administratively practicable.

(b)  Without stockholder consent and without limitingcen 18(a), the Administrator will |
entitled to change the Offering Periods or Purchesgods, designate separate Offerings,
the frequency and/or number of changes in the amwaithheld during an Offering Peric
establish the exchange ratio applicable to amauwitkdeld in a currency other than U.S. doll
permit Contributions in excess of the amount destiggh by a Participant in order to adjust
delays or mistakes in the Compasyrocessing of properly completed Contributiorcbes
establish reasonable waiting and adjustment peaodgor accounting and crediting proced
to ensure that amounts applied toward the purclohseommon Stock for each Particip
properly correspond with Contribution amounts, aestablish such other limitations
procedures as the Administrator determines inote gliscretion advisable that are consis
with the Plan.

(c) In the event the Administrator determines thatdhgoing operation of the Plan may resu
unfavorable financial accounting consequencesAthainistrator may, in its discretion and,
the extent necessary or desirable, modify, amenidrominate the Plan to reduce or elimil
such accounting consequence including, but noteuinio:

0] amending the Plan to conform with the safe harbefindion under the Financi
Accounting Standards Board Accounting Standardsiffcation Topic 718 (or ar
successor thereto), including with respect to ae®@ig Period underway at the time;

(i) altering the Purchase Price for any Offering PemodPurchase Period including
Offering Period or Purchase Period underway atithe of the change in Purchase Pr

(i)  shortening any Offering Period or Purchase Peripdsétting a New Exercise De
including an Offering Period or Purchase Period emmady at the time of ti
Administrator action;

(iv)  reducing the maximum percentage of Compensatioargciant may elect to set as
as Contributions; and

(v) reducing the maximum number of Shares a Participeyt purchase during any Offer
Period or Purchase Period.

Such modifications or amendments will not requtcekholder approval or the consent of any Plan
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Participants.

20. Notices All notices or other communications by a Partipto the Company under or in connec
with the Plan will be deemed to have been duly gmen received in the form and manner specifiethbyCompan
at the location, or by the person, designated bytbmpany for the receipt thereof.

21. Conditions Upon Issuance of Shar&hares of Common Stock will not be issued wigpeet to a
option unless the exercise of such option and skeaince and delivery of such shares pursuant cheitttcomply
with all applicable provisions of law, domesticforeign, including, without limitation, the Secuei$ Act of 1933, ¢
amended, the Exchange Act, the rules and regutafwomulgated thereunder, and the requirementspfséocl
exchange upon which the shares may then be liated,will be further subject to the approval of ceeinfor the
Company with respect to such compliance.

As a condition to the exercise of an option, thanpany may require the person exercising such ot
represent and warrant at the time of any such esestbat the shares are being purchased only f@stment an
without any present intention to sell or distribgiech shares if, in the opinion of counsel for @@mpany, such
representation is required by any of the aforerestil applicable provisions of law.

22. Code Section 409A'he 423 Component of the Plan is exempt from th@iegtion of Code Sectic
409A and any ambiguities herein will be interpretedso be exempt from Code Section 409A. In fudhee of th
foregoing and notwithstanding any provision in Bian to the contrary, if the Administrator detergsrthat an optic
granted under the Plan may be subject to Coded®ed4@9A or that any provision in the Plan would s@an optio
under the Plan to be subject to Code Section 488AAdministrator may amend the terms of the Plagia of ai
outstanding option granted under the Plan, or &keh other action the Administrator determines @sessary (
appropriate, in each case, without the Particigacinsent, to exempt any outstanding option oréutytion that me
be granted under the Plan from or to allow any samtions to comply with Code Section 409A, but otdythe exter
any such amendments or action by the Administratould not violate Code Section 409A. Notwithstarmgditme
foregoing, the Company shall have no liability t®articipant or any other party if the option taghase Commc
Stock under the Plan that is intended to be exdropt or compliant with Code Section 409A is notesempt o
compliant or for any action taken by the Adminigtrawith respect thereto. The Company makes naesgmtation th.
the option to purchase Common Stock under the iBlaompliant with Code Section 409A.

23. Term of Plan The Plan will become effective upon the earlgeotcur of its adoption by the Boi
or its approval by the stockholders of the Compdnwill continue in effect for a term of twenty R years, unle:
sooner terminated under Section 19.

24. Stockholder Approval The Plan will be subject to approval by the staglers of the Compa
within twelve (12) months after the date the Pmadopted by the Board. Such stockholder approifabesobtaine:
in the manner and to the degree required underiégipe Laws.

25. Governing Law The Plan shall be governed by, and construeddordance with, the laws of 1
State of California (except its choice-of-law psions).

26. No Right to EmploymentParticipation in the Plan by a Participant shall be construed as givin
Participant the right to be retained as an employe¢he Company or a Subsidiary or Affiliate, asplagable
Furthermore, the Company or a Subsidiary or Ati@ianay dismiss a Participant from employment at @mg, free
from any liability or any claim under the Plan.

27. Severability. If any provision of the Plan is or becomes ordeemed to be invalid, illegal,
unenforceable for any reason in any jurisdictiom®to any Participant, such invalidity, illegaldy
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unenforceability shall not affect the remainingtpaf the Plan, and the Plan shall be construeceafaiced as to su
jurisdiction or Participant as if the invalid, ial or unenforceable provision had not been indude

28. Compliance with Applicable LawsThe terms of this Plan are intended to complywait Applicable
Laws and will be construed accordingly.
29. Automatic Transfer to Low Price Offering Periotio the extent permitted by Applicable Laws, &

Fair Market Value of the Common Stock on any Exarddate in an Offering Period is lower than ther farke
Value of the Common Stock on the Enrollment Dateswéh Offering Period, then all participants in ls@fferinc
Period will be automatically withdrawn from suchf€fng Period immediately after the exercise ofirtlogption or

such Exercise Date and automaticallyereolled in the immediately following Offering Ped as of the first de
thereof.
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EXHIBIT A
ARISTA NETWORKS, INC.
2014 EMPLOYEE STOCK PURCHASE PLAN
SUBSCRIPTION AGREEMENT

Original Application Offering Date

Change in Payroll Deduction Rate

| hereby elect to participate in the Arista Wetks, Inc. 2014 Employee Stock Purchase Plan®(flan”) anc
subscribe to purchase shares of the Comga@gmmon Stock in accordance with this Subscripfigreemer
and the Plan. Capitalized terms used but not otkerdefined herein shall have the meanings assitm#uten
in the Plan.

. | hereby authorize the percentage of my Compensgfiom 1 to 10%) indicated on the E*TRADE Finan
Services, Inc. (“E*TRADE”)website to be deducted from each paycheck durirg Qiffering Period i
accordance with the Plan. (Please note that ntidread percentages are permitted.)

.l understand that said payroll deductions will bewamulated for the purchase of shares of Commock&tbthe
applicable Purchase Price determined in accordaitbehe Plan. | understand that if | do not witadrfrom ai
Offering Period, any accumulated payroll deductiovid be used to automatically exercise my optiamd
purchase Common Stock under the Plan.

. I understand that the Company may elect to termmjraispend or modify the terms of the Plan at ang.tl
agree to be bound by such termination, suspensiorodification regardless of whether notice is give me o
such event, subject in any case to my right to lginvd@thdraw from the Plan in accordance with ther
withdrawal procedures then in effect.

. | have received a copy of the complete Plan anddt®mpanying prospectus. | understand that mycjgatior
in the Plan is in all respects subject to the tesfithe Plan

.l understand that if | am a U.S. taxpayer partitngain an offering under the Section 423 Comporanihe
Plan and | dispose of any shares received by mgupat to the Plan within two (2) years of the OffgrDate
(the first Trading Day of the Offering Period duginvhich | purchased such shares) or one (1) yeaha
Exercise Date, | will be treated for U.S. federalame tax purposes as having received ordinarymecat th
time of such disposition in an amount equal todkeess of the fair market value of the sharesetithe suc
shares were purchased by me over the price thaitllfpr the shares. | hereby agree to notify @menpany il
writing within thirty (30) days after the date afyadisposition of my shares anavlll make adequate provisi
for U.S. federal, state, foreign or other tax walthing obligationsif any, which arise upon the disposition of
Common Stock The Company may, but will not be obligated tothiwold from my compensation the amc
necessary to meet any applicable withholding obbgaincluding any withholding necessary to makaikable
to the Company any tax deductions or benefitshattaible to sale or early disposition of Common Ktog me
If | dispose of such shares at any time after ttgration of the two (2)-year and one {gar holding periods
understand that | will be treated for U.S. fedémabme tax purposes as having received income arilye tim:
of such disposition, and that such income will




be taxed as ordinary income only to the extennadimount equal to the lesser of (a) the excedseofair marke
value of the shares at the time of such disposiier the purchase price which | paid for the shiame (b) 159
of the fair market value of the shares on the filsy of the Offering Period. The remainder of tlangif any
recognized on such disposition will be taxed astabgain.

7. 1 acknowledge that, regardless of any acti&eridby the Company or, if different, my employdre(t Employe
") with respect to any or all income tax, sociatwaty, payroll tax, fringe benefit, or other taglated item
related to my participation in the Plan and legalbplicable to me (* TaRelated Item$), the ultimate liabilit
for all TaxRelated Items is and remains my responsibility mwag exceed the amount actually withheld by
Company or the Employer. Furthermore, | acknowlettgeg the Company and/or the Employer (i) mak
representations or undertakings regarding thenrewatt of any TaxRelated Items in connection with any as
of the options under the Plan, including the gr@nsuch options, the purchase and sale of shar€owimor
Stock acquired under the Plan and/or the receipngfdividends on such shares, and (ii) do not cirraranc
are under no obligation to structure the termdefdgrant of options or any aspect of my particgratn the Pla
to reduce or eliminate my liability for TaRelated Items or achieve any particular tax resultther, if | am c
become subject to TaRelated Items in more than one jurisdiction, | ankiedge that the Company and/or
Employer (or former employer, as applicable) maydmired to withhold or account for TaRelated Items i
more than one jurisdiction.

8. Prior to the purchase of shares of Common Stoclewtid Plan or any other relevant taxable or takhailding
event, as applicable, | agree to make adequategem@ents satisfactory to the Company and/or thel@raptc
satisfy all TaxRelated Items. In this regard, | authorize the Camypand/or the Employer, or their respec
agents, at their discretion, to satisfy any witldad obligations with regard to all TaRelated Items by one o
combination of the following: (1) withholding froomy wages or Compensation paid to me by the Con
and/or the Employer; or (2) withholding from prodeeof the sale of the shares of Common Stock peex
under the Plan either through a voluntary salehoough a mandatory sale arranged by the Companynfy
behalf pursuant to this authorization). Dependimgtlze withholding method, the Company may withhot
account for TaxRelated Items by considering applicable maximuresiain which case | will receive a ¢
refund of any overwithheld amount not remitted to tax authoritiesnoy behalf and will have no entitlemen
the Common Stock equivalent. Finally, | agree ty pathe Company or the Employer any amount of Te
Related Items that the Company or the Employer beayequired to withhold as a result of my partitgain
the Plan that cannot be satisfied by the meansquely described. The Company may refuse to pueckhare
of Common Stock under the Plan on my behalf angfuse to issue or deliver the shares or the padscetthe
sale of shares if | fail to comply with my obligatis in connection with the Tax-Related Items.

9. The Company may, in its sole discretion, decided&diver any documents related to current or ft
participation in the Plan by electronic means. rebg consent to receive such documents by electialivery
and agree to participate in the Plan through afinener electronic system established and mainthime the
Company or another third party designated by the@amy.

10.The Subscription Agreement is governed by the matesubstantive laws but not the choice of law gui
California. For purposes of any action, lawsuit ather proceedings brought to enforce the Subseon
Agreement, relating to it, or arising from it, tharties hereby submit to and consent to the saleeanlusivi
jurisdiction of the state courts of Santa Clara @gu California, or the United States District Cotwr the
Northern District of California, and no other caynivhere this
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grant is made and/or to be performed.

11. Notwithstanding any provision of this Subscriptidgreement, | understand that if | am working ordeast in ¢
country other than the United States, my particgmain the Plan also shall be subject to the Adddil Term
and Conditions for NotJ.S. Participants set forth in Appendix A attachemteto and any special terms
conditions for my country set forth in Appendix Baehed hereto. Further, | understand that if daate to on
of the countries included in Appendix B, the spet@ans and conditions for such country will apfdyme to th
extent the Company determines that the applicaifosuch terms and conditions is necessary or aoleidar
legal or administrative reasons. Appendix A and éghx B constitute part of this Subscription Agresn

12.The provisions of the Subscription Agreement akeable and if any one or more provisions are datexd tc
be illegal or otherwise unenforceable, in wholenopart, the remaining provisions neverthelessldfebinding
and enforceable.

13.1 acknowledge that a waiver by the Company of dnezfcany provision of the Subscription Agreemersdlkshot
operate or be construed as a waiver of any otlmigion of the Subscription Agreement, or of anpsequer
breach by me or any other participant.

14. The Company is not providingny tax, legal or financial advice, nor is the Camp making an
recommendations regarding my participation in thkenPor my acquisition or sale of the underlyingugs o
Common Stock. | am hereby advised to consult wighomin personal tax, legal and financial advisogarding
my participation in the Plan before taking any @ctielated to the Plan.

15.1 hereby agree to be bound by the terms of the.Pltie effectiveness of this Subscription Agreems
dependent upon my eligibility to participate in ®lan.

Employee's ID Number:

Employee's Address

| UNDERSTAND THAT MY PARTICIPATION UNDER THE TERMSOF THIS SUBSCRIPTIOI
AGREEMENT WILL REMAIN IN EFFECT THROUGHOUT SUCCES®E OFFERING PERIODS UNLES
TERMINATED BY ME OR IF | CEASE TO BE AN ELIGIBLE ENPLOYEE.

Dated:

Signature of Employee




APPENDIX A
ARISTA NETWORKS, INC.
2014 EMPLOYEE STOCK PURCHASE PLAN
ADDITIONAL TERMS AND CONDITIONS FOR NON-U.S. PARTIC IPANTS

Capitalized terms used but not otherwise definediheshall have the meaning given to such ternteerArista
Networks, Inc. 2014 Employee Stock Purchase Plan

1. Terms of Plan Participation for N@hS. Participants | understand that this Appendix A contains addii
terms and conditions that, together with the Plasththe Subscription Agreement, govern my partiogpain the Plan
| am working or resident in a country other thaa tUnited States. | further understand that my gadtion in the Plz
also will be subject to any terms and conditionsnfiy country set forth in Appendix B attached heret

2. Conversion of Payroll Deductiorisunderstand that if my payroll deductions or Cimttions under the Pl
are made in any currency other than U.S. dollarsh ayroll deductions or Contributions will be gerted to U.<
dollars on or prior to the Exercise Date using avpiling exchange rate in effect at the time suchversion i
performed, as determined by the Administrator.derstand and agree that neither the Employer moCtmpany (n
any Parent, Subsidiary or Affiliate of the Companyl) be liable for any foreign exchange rate fluation between n
local currency and the U.S. dollar that may aftbet amount of my Contributions, the value of théays granted |
me under the Plan or the value of any amounts alureet under the Plan, including the amount of prdsekie to m
upon the sale of any shares of Common Stock aatjuimder the Plan.

3. Nature of Grant By electing to participate in the Plan, | acknedde, understand and agree that:
€)) the Plan is established voluntarily by the Camypand it is discretionary in nature;

(b) all decisions with respect to future grants of opsi under the Plan, if any, will be at the
discretion of the Company;

(© the grant of options under the Plan shall not ere@atight to employment or be interpreted as fog
an employment or service contract with the Compahg, Employer, or any other Parent, Subsidiar
Affiliate, and shall not interfere with the abilitf the Company or the Employer, as applicabléetminate m
employment (if any);

(d) | am voluntarily participating in the Plan;

(e) the options granted under the Plan and the sh&t@sromon Stock underlying such options, anc
income and value of same, are not intended tocefday pension rights or compensation;

() the options granted under the Plan and the sh&at@sromon Stock underlying such options, anc

income and value of same, are not part of my noonalkpected compensation for any purpose, inctydm
not limited to, calculating any severance, resigmattermination, redundancy, dismissal, endeifvice
payments, bonuses, long-service awards, pensigtimment benefits or similar payments;

(9) the future value of the shares of Common Stock tyidg the options granted under the Pla
unknown, indeterminable and cannot be predictel eattainty;
(h) the shares of Common Stock that | acquire undeiPtha may increase or decrease in value,

below the Purchase Price;




(1) no claim or entitlement to compensation or damadpdl arise from the forfeiture options grante
me under the Plan as a result of the terminatiommgf status as an Eligible Employee (for any re
whatsoever, and whether or not later found to balid or in breach of employment laws in the juitsidn
where | am employed or the terms of my employmgnéement, if any) and, in consideration of the gt
options under the Plan to which | otherwise ameamtitled, | irrevocably agree never to institutel@m agains
the Company, the Employer, or any other Parentsifligry or Affiliate, waive my ability, if any, tbring sucl
claim, and release the Company, the Employer, aydother Parent, Subsidiary or Affiliate from anyck
claim that may arise; if, notwithstanding the favew, any such claim is allowed by a court of cotepi
jurisdiction, | shall be deemed irrevocably to haggeed not to pursue such claim and | agree tousen
and all documents necessary to request dismissatlmirawal of such claim;

()] in the event of the termination of my status ask#igible Employee (for any reason whatsoe
whether or not later found to be invalid or in lofeaof employment laws in the jurisdiction where rh
employed or the terms of my employment agreemeat)yi), my right to participate in the Plan and apyion:
granted to me under the Plan, if any, will terméenaffective as of the date that | no longer amvabi
employed by the Company or one of its Parents, i8iabbes or Affiliates and, in any event, will nbE
extended by any notice period mandated under thetogment laws in the jurisdiction in which | am eloyec
or the terms of my employment agreement, if argyg., active employment would not include a perio
“garden leave’dr similar period pursuant to the employment lamvghie jurisdiction in which | am employed
the terms of my employment agreement, if any);Gloenpany shall have the exclusive discretion to rdste
when | no longer am actively employed for purposemy participation in the Plan (including whetHestill
may be considered to be actively employed whila ¢teave of absence); and

(k) the grant of the option to purchase shares of Cam&tock under the Plan and the benefits evide
by the Subscription Agreement do not create anglement not otherwise specifically provided forthe Plar
or provided by the Company in its discretion, tavdnauch rights or benefits transferred to, or asslivy
another company nor to be exchanged, cashed authstituted for, in connection with a sale of sabsally
all of the Company assets or a merger of the Company in which thegaay is not the surviving corporatic

4. Data Privacy

(@) | hereby explicitly and unambiguously consent ® ¢bllection, use and transfer, in electronic ohe
form, of my personal data as described in the Sifiigin Agreement and any other Plan materig’
Data” ) by and among, as applicable, the Employer, the Gmmymnd its Parents, Subsidiaries
Affiliates for the exclusive purpose of implemamntedministering and managing my participation e
Plan. | understand that Data may include certairrgo@al information about me, including, but
limited to, my name, home address and telephondeymate of birth, social insurance number or @
identification number, salary, nationality, jobléif any shares of Common Stock or directorshipd
the Company, details of all options granted undher Rlan or any other entitlement to shares of Con
Stock awarded, canceled, exercised, vested, unvestaitstanding in my favor.

(b) I understand that Data will be transferred to swthck plan service provider as may be designatt
the Company from time to time (the " Designatedk®rd), which is assisting the Company with
implementation, administration and management ef Rttan. | understand that the recipients of [
may be located in the United States or elsewheard,that a recipient’s country of operatiore(g., the
United States) may have different data privacy lamd protections than my country. | understand t
may request a list with the names and addressespifpotential recipients of Data by contacting
local human resources




representative.

(c) I authorize the Company, the Designated Broker amyg other possible recipients which may assis
Company (presently or in the future) with implenreptadministering and managing the Plan to recy
possess, use, retain and transfer Data, in eleatron other form, for the sole purpose of implenren
administering and managing my participation in tAkan. | understand that Data will be held only
long as is necessary to implement, administer aadage my participation in the Plan. | understandt
| may, at any time, view Data, request additiomdbrmation about the storage and processing of [
require any necessary amendments to Data or refuswithdraw the consents herein, in any ¢
without cost, by contacting in writing my local hamresources representative. Further, | unders
that | am providing the consents herein on a puxeluntary basis. If | do not consent, or if | Ilnteel
to revoke my consent, my employment status or ccanigle the Company or the Employer will not
adversely affected; the only consequence of rejusmwithdrawing my consent is that the Comy
would not be able to grant me options under thenRIaother equity awards, or administer or main
such awards. Therefore, | understand that refusingvithdrawing my consent may affect my abilit
participate in the Plan. For more information onetlconsequences of my refusal to conse
withdrawal of consent, | understand that | may eshiny local human resources representative.

(d) Finally, upon request of the Company or the Employegree to provide an executed data priv
consent form to the Company and/or the Employeraor other agreements or consents that me
required by the Company and/or the Employer) thet Company and/or the Employer may d
necessary to obtain from me for the purpose of adtering my participation in the Plan in complia
with the data privacy laws in my country, eithemnor in the future. | understand and agree thatill
not be able to participate in the Plan if | fail pvovide any such consent or agreement requestete
Company and/or the Employer.

5. Compliance with Law Notwithstanding any other provision of the Plarttee Subscription Agreement, unl
there is an available exemption from any regisirgtqualification or other legal requirement apglile to th
shares of Common Stock, the Company shall not feined to deliver any shares issuable upon purcht
shares under the Plan prior to the completion gfragistration or qualification of the shares unday local
state, federal or foreign securities or exchangeroblaw or under rulings or regulations of theSUSecuritie
and Exchange Commission (* SEL or of any other governmental regulatory body, dompto obtaining an
approval or other clearance from any local, stederal or foreign governmental agency, which regi®n
qualification or approval the Company shall, inatssolute discretion, deem necessary or advishblelerstan
that the Company is under no obligation to registequalify the shares of Common Stock with the SE@n)
state or foreign securities commission or to sggk@val or clearance from any governmental authdat the
issuance or sale of the shares. Further, | agegdlta Company shall have unilateral authorityrt@ad the Ple
and the Subscription Agreement without my conserthé extent necessary to comply with securitiestbe
laws applicable to issuance of shares.

6. Language If | have received the Subscription Agreemenawoy other document related to the Plan trans
into a language other than English and if the meamif the translated version is different than Hreglist
version, the English version will control.

7. Insider Trading By patrticipating in the Plan, | agree to complyhvthe Companys policy on insider trading (
the extent that it is applicable to me). Furthexcknowledge that my country of residence also hee laws ¢
regulations governing insider trading and that dag¥s or regulations may impose additional resti on m
ability to participate in the Plan €.g., acquiring or selling shares of Common Stock) #mat | am solel
responsible for complying with such laws or regolas.
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8. Imposition of Other ReguirementsThe Company reserves the right to impose othquirements on n
participation in the Plan, on any shares of Comi8totk purchased under the Plan, to the extent dmep@n:
determines it is necessary or advisable for legahdministrative reasons, and to require me to sigy

additional agreements or undertakings that mayelsessary to accomplish the foregoing.




APPENDIX B
ARISTA NETWORKS, INC.
2014 EMPLOYEE STOCK PURCHASE PLAN
COUNTRY-SPECIFIC PROVISIONS FOR NON-U.S. PARTICIPANTS

Capitalized terms used but not otherwise definegiheshall have the meaning given to such termghen Ariste
Networks, Inc. 2014 Employee Stock Purchase Plan

Terms and Conditions

| understand that this Appendix B includes addaiaierms and conditions that govern the optionpurxchas
shares of Common Stock granted to me under theiPlamork or reside in one of the countries listeelow. If | am i
citizen or resident of a country other than the onehich | currently am working (or if | am congiged as such f
local law purposes), or if | transfer employment residence to another country after enrolling ie tRlan,
acknowledge and agree that the Company, in itgetisa, will determine the extent to which the terand conditior
herein will be applicable to me.

Notifications

This Appendix B also includes information regardsegurities laws, exchange controls and certaiaraisue
of which | should be aware with respect to my ggstition in the Plan. The information is based lb@ $ecuritie:
exchange control and other laws in effect in thepeetive countries as of January 2015. Such law®ien comple
and change frequently. As a result, the Companymetends that | do not rely on the information iis thppendix B a
the only source of information relating to the camsences of my participation in the Plan becauseirtformatior
included herein may be out of date at the time ltlaaguire shares of Common stock under the Plaulbsequently s
such shares.

In addition, the information contained herein i@l in nature and may not apply to my particsiguatior
and the Company is not in a position to assure fna@y particular result. Accordingly, | am advigedseek appropria
professional advice as to how the relevant lawayrcountry may apply to my individual situation.

Finally, if | am a citizen or resident of a countither than the one in which | currently am workorgresiding
(or if I am considered as such for local law pugs)sor if | transfer employment or residence tother country afte
options have been granted to me under the Plariptbenation contained herein may not be applicdblene in th
same manner.

CANADA
Terms and Conditions

Labor Law Acknowledgment The following provisions replace the acknowledgieontained in Section 3(j)
Appendix A to the Subscription Agreement:

In the event of termination of my status as aniBlgEmployee (for any reason whatsoever, whetheoblate
found to be invalid or in breach of employment lamsthe jurisdiction where | am employed or themisrof my
employment agreement, if any), my right to paratein the Plan, if any, will terminate effective af the date that
the earlier of: (i) the date that | receive writteotice of termination of my employment from the fayer or (ii) the
date that | am no longer actively employed by theplyer, with such date being determined by the Gamy in its sol
discretion, regardless of any notice period orquedf pay in lieu of such notice required undemldaw (including, bt
not limited to statutory law, regulatory law andémmmon law).




The following provisions will apply if | am a resiat of Quebec:

Authorization to Release Necessary Personal Infboma | hereby authorize the Company (including anyeRt
Subsidiary or Affiliate) and the Compasytepresentatives to discuss with and obtain Evaat information from &
personnel, professional or not, involved in the guilsiration and operation of the Plan. | furthethawize the Compatr
and any Parent, Subsidiary or Affiliate and the @any’s Designated Broker to disclose and discuss theWikh thei
advisors. | further authorize the Employer to relceuch information and to keep such informatiomyemployee file.

French Language Provision hereby provide my consent to receive Plan mfation in English through my enrollm
in the Plan. Specifically, | acknowledge as follows

The parties acknowledge that it is their expresshwinat the Subscription Agreement, as well agd@lment:
notices and legal proceedings entered into, givensbituted pursuant hereto or relating directhyrairectly hereto, k
drawn up in English.

Les parties reconnaissent avoir exigé la redacgonanglais de cette conventihSubscription Agreemeri},
ainsi que de tous documents exécutes, avis dotn@®aedures judiciaries intentées, directementirmirectemen
relativement a la présente convention.

Notifications

Securities Law Information | understand that there may be securities lawligajons if | sell shares
Common Stock acquired through the Plan througho&dsrother than a Designated Broker or the sales do¢ tak
place through the facilities of a stock exchangeside Canada on which the shares of Common Stecksted (i.e.,
the New York Stock Exchange).

Foreign Asset/Account Reporting Informatiofroreign property (including options granted untther Plan an
shares of Common Stock) held by Canadian residaotst be reported annually on Form T1135 (Foreigrorime
Verification Statement) if the total value of sucineign property exceeds C$100,000 at any timendutte year. Tt
form must be filed by April 30th of the followingegr.

INDIA

Notifications

Exchange Control Informationindian residents are required to repatriate ashadividends paid on share:
Common Stock acquired under the Plan within 180sdayreceipt and any proceeds from the sale of shelnes ¢
Common Stock to India within 90 days of receipt.odgepatriation, | understand that | will receivéoaeign inwar
remittance certificate (* FIRQ from the bank where | deposit the foreign curreay that | should maintain the Fl
as evidence of the repatriation of funds in thenéwbe Reserve Bank of India or the Employer retguesoof o
repatriation. | understand and agree that it is@sponsibility to comply with applicable exchangatrol laws in India

Foreign Asset/Account Reporting Informatiomndian residents are required to declare theoilg items ii
their annual tax return: (i) any foreign assetsllmsl them (including shares of Common Stock acguinader the Plar
and (i) any foreign bank accounts for which thegvé signing authority. | understand and agree tha my
responsibility to comply with applicable foreignsas tax laws in India and that | should consulihwity personal te
advisor to ensure that | am properly reporting ongign assets and bank accounts.

IRELAND
Notifications

Director Notification Obligation Directors, shadow directors or secretaries ofresm Parent, Subsidiary
Affiliate must notify the Irish Parent, Subsidiayy Affiliate in writing within five business

2




days of receiving or disposing of an interest i@ @ompany €.g., options granted under the Plan, shares of Cor
Stock, and so on), or within five business daybexfoming aware of the event giving rise to thefiatiion requiremetr
or within five business days of becoming a diredosecretary if such an interest exists at the tifrhis notificatio
requirement also applies with respect to the istsref the spouse or children under the age of fle directot
shadow director or secretary (whose interestsheilattributed to the director, shadow directoremrstary).

MALAYSIA
Terms and Conditions

Data Privacy. The following provisions replace the acknowledgetrcontained in Section 4 of Appendix A to the
Subscription Agreement:




aya dengan ini secara eksplicit, secara sukaratatdnpa sebarang
keraguan mengizinkan pengumpulan, penggunaan damgahan, dalam
bentuk elektronik atau lain-lain, data peribadi asgeperti yang dinyatakan
alam Perjanjian Langganan dan apa-apa bahan gdtalan oleh dan di
ntara Majikan, Syarikat dan mana-mana SyarikatulkidAnak Syarikat
tau Syarikat Sekutu kami atau mana- mana pihag&gtang diberi kuasa
leh yang sama untuk membantu dalam pelaksanaatagigran dan
pengurusan penyertaan saya dalam Pelan. Sebelymayd mungkin telah
membekalkan Syarikat dan Majikan dengan, dan Sgtadén Majikan

I may have previously provided the Company andetheloyer [mungkin memegang, maklumat peribadi tertentu tensaya, termasuk,
with, and the Company and the Employer may holdaice etapi tidak terhad kepada, nama saya, alamat ruheai nombor telefon,
personal information about me, including, but riotited to, myjtarikh lahir, nombor insurans sosial atau nombongenalan lain, gaji,
name, home address and telephone number, datetlof $ncial |kewarganegaraan, jawatan, apa-apa Saham Biasa jataatan pengarah
insurance number or other identification numbelasg ang dipegang dalam Syarikat, fakta dan syarat-atypenyertaan saya
nationality, job title, any shares of Common Stock alam Pelan, butir-butir semua opsyen atau apa-agklain untuk Saham
directorships held in the Company, the fact anddétions of myBiasa yang dianugerahkan, dibatalkan, dilaksanakaretak hak, tidak
participation in the Plan, details of all options any other iletak hak ataupun bagi faedah saya (* Ddyauntuk tujuan yang
entitlement to shares of Common Stock awarded etiaulc ksklusif bagi melaksanakan, mentadbir dan mengaruPelan. Saya juga
exercised, vested, unvested or outstanding in woy {4 Data ||memberi kuasa untuk membuat apa-apa pemindahan Belbagaimana
"), for the exclusive purpose of implementing, adistering andyang diperlukan, kepada pembekal perkhidmatan pgddnam yang lain
managing the Plan. ebagaimana yang ditetapkan oleh Syarikat pada rdepan, yang
membantu Syarikat dalam pelaksanaan, pentadbiranpgsmgurusan Pelan
| also authorize any transfer of Data, as may bguieed, to an/atau dengan sesiapa yang didepositkan dengesgge yang

such stock plan service provider as may be desighlay the iperolehi melalui pelaksanaan opsyen (“ Broker gdditetapkan’). Saya
Company in the future, which is assisting the Camypaith the [mengakui bahawa penerima-penerima ini mungkin bedidhegara saya
implementation, administration and management efRtan tau di tempat lain, dan bahawa negara penerimanfglnya, Amerika
and/or with whom any shares acquired upon exerisbe yarikat) mungkin mempunyai undang-undang privat dan

options are deposited (the * Designated BroKel perlindungan yang berbeza daripada negara sayagyanngkin tidak
acknowledge that these recipients may be locateayicountry|boleh memberi tahap perlindungan yang sama kepatta.[baya faham
or elsewhere, and that the recipient’s counteyd., the United [bahawa saya boleh meminta senarai nama dan alaraatrmana

States) may have different data privacy laws armudgmtions to [penerima Data dengan menghubungi wakil sumber niatepatan saya.
my country, which may not give the same level ategtion to ||Saya memberi kuasa kepada Syarikat, Broker yarggdpikan dan mana-
Data. | understand that | may request a list wiik hames and|mana penerima lain yang mungkin membantu Syarikat@ sekarang ate
addresses of any potential recipients of Data hytacting my |pada masa depan) untuk melaksanakan, mentadbinasrguruskan

local human resources representative. | authotiee@ompany|penyertaan saya dalam Pelan untuk menerima, mepmignggunakan,
the Designated Broker and any other possible recigs which |[mengekalkan dan memindahkan Data, dalam bentukehék atau lain-
may assist the Company (presently or in the futwit) lain, semata-mata dengan tujuan untuk melaksanakamtadbir dan
implementing, administering and managing my pgstition in |menguruskan penyertaan saya dalam Pelan. Saya falhhawa Data aka
the Plan to receive, possess, use, retain and team¥ata, in ipegang hanya untuk tempoh yang diperlukan untelaksanakan,
electronic or other form, for the sole purposeroplementing, |mentadbir dan menguruskan penyertaan saya dalanPES&a faham
administering and managing my participation in ffan. | bahawa saya boleh, pada bila-bila masa, melihaadateminta maklumat
understand that Data will be held only as long@sécessary tihambahan mengenai penyimpanan dan pemprosesan matainta bahaw
implement, administer and manage my participatiothe Plan|pindaan-pindaan dilaksanakan ke atas Data atau fenatau menarik

| understand that | may, at any time, view Datajuest balik persetujuan dalam ini, dalam mana-mana kaspa kos, dengan
additional information about the storage and praieg of menghubungi stock@arista.com. Selanjutnya, sayaatmemi bahawa say
Data, require any necessary amendments to Datafuse or |memberikan persetujuan di sini secara sukarelaa ikya tidak bersetuju,
withdraw the consents herein, in any case, witloost, by tau jika saya kemudian membatalkan persetujuan,stgtus pekerjaan
contactingstock@arista.comFurther, | understand that | am|jatau perkhidmatan dan kerjaya saya dengan Majikdaktakan terjejas;
providing the consents herein on a purely voluntzegis. If | atunya akibat buruk jika saya tidak bersetuju ataenarik balik

do not consent, or if | later seek to revoke myseo, my persetujuan saya adalah bahawa Syarikat tidak alawat memberikan
employment status or service and career with thel&yer will opsyen pada masa depan atau anugerah ekuiti Igade saya atau

not be adversely affected; the only adverse coreserpiof mentadbir atau mengekalkan anugerah tersebut. Glelsaya faham
refusing or withdrawing my consent is that the Campwould |bahawa keengganan atau penarikan balik persetugama boleh

not be able to grant future options or other eqaityards to melmenjejaskan keupayaan saya untuk mengambil bahalgiam Pelan.

or administer or maintain such awards. ThereforaptderstandUntuk maklumat lanjut mengenai akibat keengganga smtuk

that refusing or withdrawing my consent may affegtability tojmemberikan keizinan atau penarikan balik keizirsgaya fahami bahawa
participate in the Plan. For more information oreth aya boleh menghubungi wakil sumber manusia temsstga.
consequences of my refusal to consent or withdrafvebnsen
| understand that | may contact my local human veses
representative.

I hereby explicitly, voluntarily and unambiguouslynsent to
the collection, use and transfer, in electronicotiner form, of
my personal data as described in the Subscriptigredment
and any other Plan grant materials by and among, as
applicable, the Employer, the Company and any offazent,
Subsidiary or Affiliate or any third parties authped by the
same in assisting in the implementation, adminigireand
management of my participation in the Plan.




Notifications

Director _Notification. If 1| am a director of a Malaysian Subsidiary offikate, | am subject to certa
notification requirements under the Malaysian Conigs Act. Among these requirements is an obligationotify the
Malaysian Parent, Subsidiary or Affiliate in wrigirwhen | receive or dispose of an interestd., options, shares
Common Stock) in the Company or any related comp@hig notification must be made within 14 daysexfeiving o
disposing of any interest in the Company or angtegl company.

SINGAPORE
Notifications

Securities Law Information The grant of options under the Plan is being maasuant to the Qualifying
Person” exemption under section 273(1)(f) of theg&pore Securities and Futures Act (Chapter 2836 Hal.) (“SFA
"). The Plan has not been lodged or registered asspgetus with the Monetary Authority of Singaporartker, th
options granted under the Plan are subject to@melt7 of the SFA and | am not permitted to selipfer to sell, an
shares of Common Stock in Singapore unless suehasabffer is made pursuant to the exemptions uRdet XIl|
Division (1) Subdivision (4) (other than sectior02®f the SFA.

Director Notification Obligation. Directors, associate directors or shadow directufr a Singapore Pare
Subsidiary or Affiliate are subject to certain fioation requirements under the Singapore CompakiesAmong thes
requirements is an obligation to notify such enitityvriting within two business days of any of telowing events: (i
the acquisition or disposal of an interes.g., options granted under the Plan or shares of Cam8tock) in th
Company or any Parent, Subsidiary or Affiliate) &ny change in previously-disclosed interessy(, upon exercise
options granted under the Plan), of (iii) becomangdjrector, associate director or shadow directer Barent, Subsidia
or Affiliate in Singapore, if the individual holdsich an interest at that time.

UNITED KINGDOM
Terms and Conditions

Tax-Related Items The following provisions supplement Sections @ &nof Appendix A to the Subscripti
Agreement:

If payment or withholding of any income tax liabjliarising in connection with my participation inet Plan i
not made by me to the Employer within ninety (98yslof the end of the U.K. tax year in which ther@wiving rise t
such income tax liability occurred or such othenqukspecified in Section 222(1)(c) of the U.K. émee Tax (Earning
and Pensions) Act 2003 (the “ Due Daxel understand and agree that the amount of any leoted income tax w
constitute a loan owed by me to the Employer, éffecn the Due Date. | understand and agree ligalkoan will bee
interest at the then-current official rate of Heaj®bty's Revenue and Customs, it will be immediately chekr@payabl
by me, and the Company and/or the Employer mayvegcib at any time thereafter by any of the meagdsrred to i
the Plan or Section 8 of Appendix A to the SubsmipAgreement.

Notwithstanding the foregoing, | understand andeagihat if | am a director or an executive officdérthe
Company (within the meaning of such terms for pagsoof Section 13(k) of the Exchange Act), | wok e eligible
for such a loan to cover the income tax liabilltythe event that | am a director or executiveagffiand the income t
is not collected from or paid by me by the Due Datenderstand that the amount of any uncollectedrne tax me
constitute an additional benefit to me on whichitoldal income tax and National Insurance contiigmg may b
payable. | understand and agree that | will beaesible for reporting and paying any income tax doehis addition:
benefit directly to Her Majesty’s Revenue and Costounder the selissessment regime and for reimbursing
Company or the Employer (as appropriate) for tHeevaf any National Insurance contributions duetlaa additione
benefit, which




the Company or the Employer may recover from mainy of the means referred to in Section 8 of AppeAdto the
Subscription Agreement.




EXHIBIT B

ARISTA NETWORKS, INC.

2014 EMPLOYEE STOCK PURCHASE PLAN
NOTICE OF WITHDRAWAL

The undersigned participant in the Offering Penbthe Arista Networks, Inc. 2014 Employee StockdRase Plan th
began on (the " Offering Dateereby notifies the Company that he or she herathydvaws
from the Offering Perlod He or she hereby dir¢lsesCompany to pay to the undersigned as promptjyracticable ¢
the payroll deductions credited to his or her aatauith respect to such Offering Period. The unideesd understan:
and agrees that his or her option for such OffeRrgod will be automatically terminated. The ursilgmed understan
further that no further payroll deductions will bede for the purchase of shares in the currentri@ffderiod and tf
undersigned will be eligible to participate in seeding Offering Periods only by delivering to thengpany a ne
Subscription Agreement.

Name and Address of Participe

Signature:

Date:




Exhibit 21.1
SUBSIDIARIES OF ARISTA NETWORKS, INC.*

Name of Subsidiary Jurisdiction of Incorporation
Arista Technology Limited Ireland
Arista Networks Limited Ireland

* Pursuant to Item 601(b)(21)(ii) of Regulation $Side names of other subsidiaries of Arista Netwphkc. are omitted because, considered ir
the aggregate, they would not constitute a sigaificubsidiary as of December 31, 2014 coverethibyé¢port.



Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference inRbgistration Statement (Form S-8 No. 333-19658@gining to the 2004 Equity Incentive
Plan, the 2011 Equity Incentive Plan, the 2014 &yguicentive Plan and the 2014 Employee Stock RagetPlan of Arista Networks, Inc. of

our report dated March 11, 2015 , with respech&donsolidated financial statements of Arista Neks, Inc. included in this Annual Report
(Form 10-K) for the year ended December 31, 2014 .

/sl Ernst & Young LLI
Redwood City, California

March 11, 2015



Exhibit 31.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Jayshree Ullal, certify that:

1. I have reviewed this Annual Report on FormKLOf Arista Networks, Inc

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgtéde a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nt#adisg with respect to t
period covered by this report;

3. Based on my knowledge, the financial statements,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registran$’ other certifying officer and | are responsible éstablishing and maintaining disclosure contesigl procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatiotatneg to the registrant, including its consolidhtsubsidiaries, is ma
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

(b) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtihis report our conclusio
about the effectiveness of the disclosure contial$ procedures, as of the end of the period coveyetlis report based
such evaluation; and

(c) Disclosed in this report any change in theistegnt’s internal control over financial reporting thatcomed during th
registrant’s most recent fiscal quarter (the regrdts fourth fiscal quarter in the case of an annuabrg that has material
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

5. The registrant’ other certifying officer and | have disclosedséxh on our most recent evaluation of internal @brawer financie
reporting, to the registrant’s auditors and theitaemmmittee of the registrarstboard of directors (or persons performing thevedent
functions):

(a) All significant deficiencies and material weaknesse the design or operation of internal controkmofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refinancia
information; and

(b) Any fraud, whether or not material, that involvesmagement or other employees who have a significalet in the
registrant’s internal control over financial repogt

Date: March 11, 2015

/sl JAYSHREE ULLAL
Jayshree Ullal
Chief Executive Officer, President, and Director
(Principal Executive Officer)




Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Kelyn Brannon, certify that:

1. I have reviewed this Annual Report on FormKLOf Arista Networks, Inc

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgtéde a material fact necessar
make the statements made, in light of the circunt&ts under which such statements were made, nt#adisg with respect to t
period covered by this report;

3. Based on my knowledge, the financial statements,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registran$’ other certifying officer and | are responsible éstablishing and maintaining disclosure contesigl procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

(a) Designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under ¢
supervision, to ensure that material informatiotatneg to the registrant, including its consolidhtsubsidiaries, is ma
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

(b) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtihis report our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveyetlis report based
such evaluation; and

(c) Disclosed in this report any change in theistegnt’s internal control over financial reporting thatcomed during th
registrant’s most recent fiscal quarter (the regrdts fourth fiscal quarter in the case of an annuabrg that has material
affected, or is reasonably likely to materiallyeaft, the registrant’s internal control over finalceporting; and

5. The registrant’ other certifying officer and | have disclosedséxh on our most recent evaluation of internal @brawer financie
reporting, to the registrant’s auditors and theitaemmmittee of the registrarstboard of directors (or persons performing thevedent
functions):

(a) All significant deficiencies and material weaknesse the design or operation of internal controkmofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refinancia
information; and

(b) Any fraud, whether or not material, that involvesmagement or other employees who have a significalet in the
registrant’s internal control over financial repogt

Date: March 11, 2015

/sl KELYN BRANNON
Kelyn Brannon
Chief Financial Officer
(Principal Accounting and Financial Officer)




Exhibit 32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER AND PR INCIPAL FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

I, Jayshree Ullal, certify, pursuant to 18 U.S.€ct®n 1350, as adopted pursuant to Section 9@BecSarbane®xley Act of 2002, th:
the Annual Report of Arista Networks, Inc. on FatBiK for the fiscal year ended December 31, 2fddl¢ complies with the requirements
Section 13(a) or 15(d) of the Securities Exchange & 1934 and that the information contained iohs&nnual Report on Form 1K-fairly
presents in all material respects the financiabdwn and results of operations of Arista Networke.

Date: March 11, 2015

By: /s/ JAYSHREE ULLAL
Name: Jayshree Ullal
Title: Chief Executive Officer and President

(Principal Executive Officer)

I, Kelyn Brannon, certify, pursuant to 18 U.S.Cctian 1350, as adopted pursuant to Section 906eoBarbane®xley Act of 2002, th:
the Annual Report of Arista Networks, Inc. on FattK fiscal year ended December 31, 2Glidly complies with the requirements
Section 13(a) or 15(d) of the Securities Exchange & 1934 and that the information contained iohs&nnual Report on Form 1K-fairly
presents in all material respects the financiab@wn and results of operations of Arista Networke.

Date: March 11, 2015

By: /s/ KELYN BRANNON
Name: Kelyn Brannon
Title: Chief Financial Officer

(Principal Accounting and Financial Officer)



