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Cloud Networking Adoption Drives Record Earnings and Cumulative Shipments of 10 Million Cloud Networking
Ports

SANTA CLARA, Calif., November 3, 2016 - Arista Networks, Inc. (NYSE: ANET), an industry leader in software-driven
cloud networking solutions for large data center and computing environments, today announced financial results

for its third quarter ended September 30, 2016.
Third Quarter Financial Highlights

e Revenue of $290.3 million, an increase of 8.0% compared to the second quarter of 2016, and an increase of
33.4% from the third quarter of 2015.

® GAAP gross margin of 64.2%, compared to GAAP gross margin of 63.8% in the second quarter of 2016 and
65.2% in the third quarter of 2015.

® Non-GAAP gross margin of 64.6%, compared to non-GAAP gross margin of 64.2% in the second quarter of
2016 and 65.5% in the third quarter of 2015.

® GAAP netincome of $51.3 million, or $0.69 per diluted share, compared to GAAP net income of $28.7 million,
or $0.39 per diluted share, in the third quarter of 2015.

® Non-GAAP net income of $61.2 million, or $0.83 per diluted share, compared to non-GAAP net income of

$42.4 million, or $0.59 per diluted share, in the third quarter of 2015.

"l am pleased with our record Q3 2016 earnings and our cumulative shipments of 10 million cloud networking
ports,” stated Jayshree Ullal, Arista President and CEO. “These milestones highlight Arista's customer enthusiasm for

our new 7000 series products and the inevitable shift from legacy to cloud networking.”

Commenting on the company's financial results, Ita Brennan, Arista’s CFO, said, “We are pleased with our revenue
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and earnings per share performance in the third quarter which reflects broad-based customer demand for our

products.”

Company Highlights

e [ntroduced next-generation, real-time telemetry and analytics capabilities that leverage Arista EOS® and
CloudVision® to deliver deep visibility into workloads, workflows, and workstreams on a network-wide basis,
accelerating completion of day-to-day tasks and reducing operational costs.

e Entered an exciting new strategic partnership with Hewlett Packard Enterprise ("HPE") that expands on the
existing HPE Converged Architecture agreement announced last June. HPE customers and partners will now
have the ability to purchase Arista Networks switching products directly from HPE starting November 7, 2016,
helping deliver on a common vision of secure Hybrid IT solutions and experiences built on industry-leading

software-defined infrastructure.

Financial Outlook

For the fourth quarter of 2016, we expect:

® Revenue between $310 and $320 million.
e Non-GAAP gross margin between 61% to 64%, and
e Non-GAAP operating margin of approximately 26%.

Guidance for non-GAAP financial measures excludes legal expenses of approximately $12 million associated with
the OptumSoft and Cisco litigation, stock-based compensation and other non-recurring expenses. A reconciliation
of non-GAAP guidance measures to corresponding GAAP measures is not available on a forward-looking basis (see

further explanation below).

Prepared Materials and Conference Call Information

Arista executives will discuss third quarter 2016 financial results on a conference call at 1:30 p.m. Pacific time today.
To listen to the call via telephone, dial 1-877-201-0168 in the United States or 1-647-788-4901 from outside the US.
The Conference ID is 93512126.

The financial results conference call will also be available via live webcast on our investor relations website at
investors.arista.com. Shortly after the conclusion of the conference call, a replay of the audio webcast will be

available on Arista’s Investor Relations website.

Forward-Looking Statements


http://arista2017rd.q4web.com/en/solutions/telemetry-analytics
http://arista2017rd.q4web.com/en/products/eos/eos-cloudvision
http://arista2017rd.q4web.com/en/products/eos/eos-cloudvision
http://investors.arista.com/company/investors-relations/investors-home/default.aspx

This press release contains “forward-looking statements” regarding our future performance, including statements
in the section entitled “Financial Outlook,” such as estimates regarding revenue, non-GAAP gross margin and non-
GAAP operating margin for the fourth quarter of fiscal 2016, statements regarding the ongoing shift to cloud
networking, and statements regarding the benefits from the introduction of next-generation telemetry and
analytics capabilities. Forward-looking statements are subject to a number of uncertainties and risks that could
cause actual results to differ materially from those anticipated in the forward-looking statements including risks
associated with: Arista Networks' limited operating history; risks associated with Arista Networks' rapid growth;
Arista Networks' customer concentration; Arista Networks' dispute with Cisco Systems, Inc. including Arista
Networks' ability to obtain a determination that alternative product implementations are not covered by remedial
orders; Arista Networks' dispute with OptumSoft, Inc.; requests for more favorable terms and conditions from our
large end customers; declines in the sales prices of our products and services; changes in customer order patterns
or customer mix; increased competition in our products and service markets, including the data center market;
dependence on the introduction and market acceptance of new product offerings and standards; rapid
technological and market change; the evolution of the cloud networking market and the adoption by end
customers of Arista Networks' cloud networking solutions; and general market, political, economic and business
conditions. Additional risks and uncertainties that could affect Arista Networks can be found in Arista’s Quarterly
Reporting on Form 10-Q filed with the SEC on August 5, 2016, and other filings that the company makes to the SEC
from time to time. You can locate these reports through our website at http://investors.arista.com and on the
SEC's website at www.sec.gov. All forward-looking statements in this press release are based on information
available to the company as of the date hereof and Arista Networks disclaims any obligation to publicly update or
revise any forward-looking statement to reflect events that occur or circumstances that exist after the date on

which they were made.

Non-GAAP Financial Measures

The company reports certain non-GAAP financial measures that exclude stock-based compensation expenses,
expenses associated with the OptumSoft and Cisco litigation, and other non-recurring charges. The company uses
these non-GAAP financial measures internally in analyzing its financial results and believes that the use of these
non-GAAP financial measures is useful to investors as an additional tool to evaluate ongoing operating results and
trends. In addition, these measures are the primary indicators management uses as a basis for its planning and

forecasting for future periods.

Non-GAAP financial measures are not meant to be considered in isolation or as a substitute for comparable GAAP
net income, net income per diluted share, gross margin, or operating margin. Non-GAAP financial measures are
subject to limitations, and should be read only in conjunction with the company's consolidated financial statements

prepared in accordance with GAAP. A description of these non-GAAP financial measures and a reconciliation of the
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company's non-GAAP financial measures to their most directly comparable GAAP measures has been provided in
the financial statement tables included in this press release, and investors are encouraged to review the

reconciliation.

The Company's guidance for non-GAAP financial measures excludes stock-based compensation, expenses
associated with the OptumSoft and Cisco litigation, and other non-recurring charges. The Company has not
reconciled its non-GAAP gross margin or its non-GAAP operating margin guidance to GAAP gross margin or GAAP
operating margin, because we do not provide guidance on GAAP gross margin or GAAP operating margin or the
various reconciling cash and non-cash items between GAAP gross margin and GAAP operating margin and non-
GAAP gross margin and non-GAAP operating margin. Share-based compensation expense is impacted by the
Company’s future hiring and retention needs, as well as the future fair market value of the Company's common
stock, all of which is difficult to predict and subject to constant change. The actual amount of share-based
compensation in the fiscal fourth quarter of 2016 will have a significant impact on the Company’'s GAAP gross
margin and GAAP operating margin. Accordingly, a reconciliation of the non-GAAP financial measure guidance to

the corresponding GAAP measure is not available without unreasonable effort.

About Arista Networks

Arista Networks was founded to pioneer and deliver software-driven cloud networking solutions for large data
center storage and computing environments. Arista’s award-winning platforms, ranging in Ethernet speeds from 10
to 100 gigabits per second, redefine scalability, agility and resilience. Arista has shipped more than ten million cloud
networking ports worldwide with CloudVision and EOS, an advanced network operating system. Committed to open
standards, Arista is a founding member of the 25/50GbE consortium. Arista Networks products are available

worldwide directly and through partners.

ARISTA, EOS, CloudVision, Spline, NetDB and FlexRoute are among the registered and unregistered trademarks of
Arista Networks, Inc. in jurisdictions around the world. Other company names or product names may be

trademarks of their respective owners.

Additional information and resources can be found at www.arista.com
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