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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K
(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2014
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the transition period from ___ to

Commission file number: 001-34511

FORTINET, INC.

(Exact name of registrant as specified in its chaer)

Delaware 77-0560389
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)

899 Kifer Road
Sunnyvale, California 94086

(Address of principal executive offices) (Zip Code)

(408) 235-7700
(Registrant’s telephone number, including area code

Securities registered pursuant to Section 12(b) diie Act:

Common Stock, $0.001 Par Value The NASDAQ Stock Market LLC

(Title of each class) (Name of exchange on which registered)
Securities registered pursuant to Section 12(g) die Act: None
Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405cob#éturities Act.  YedX] No O

Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 orti®ecl5(d) of the Act. YesO No
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Indicate by check mark whether the registrant € filed all reports required to be filed by Sewrti® or 15(d) of the Securities Exchange Act of
1934 (“Exchange Act”) during the preceding 12 man(ibr for such shorter period that the registraas$ wequired to file such reports), and (2) has been
subject to such filing requirements for the pastlag@s. Yes[x] No O

Indicate by check mark whether the registrant lnbsntted electronically and posted on its corpo¥diebsite, if any, every Interactive Data File
required to be submitted and posted pursuant te Rb of Regulation S-T (8232.405 of this chapderjng the preceding 12 months (or for such
shorter period that the registrant was requiresltumit and post such files). Ye& No O

Indicate by check mark if disclosure of delinquiélers pursuant to Item 405 of Regulation S-K (82®8% of this chapter) is not contained herein,
and will not be contained, to the best of the rtegig’s knowledge, in definitive proxy or informaiti statements incorporated by reference in Paof Il
this Form 10-K or any amendment to this Form 10{KI

Indicate by check mark whether the registrantle&r@e accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting comp
See the definitions of “large accelerated filegttelerated filer” and “smaller reporting compairyRule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer O

(Do not check if smaller reporting
Non-accelerated filer O company) Smaller reporting company O

Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Actyes O No

The aggregate market value of voting stock helddny-affiliates of the registrant, as of June 3@, 20the last business day of the registrant’s most
recently completed second quarter, was $3,163,363/Jased on the closing price for shares of thst@ant’s common stock as reported by The
NASDAQ Global Select Market on that date). Shafesosmmon stock held by each executive officer, ctivg and holder of 5% or more of t
registrant’s outstanding common stock have beeludgd in that such persons may be deemed to Bi&ii. This determination of affiliate status is
not necessarily a conclusive determination for ofheposes.

As of February 20, 2015 , there were 168,865,4@0eshof the registrant’s common stock outstanding.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s definitive Proxy Statnt relating to its 2018nnual Meeting of Stockholders are incorporateddfgrence into Part |
of this Annual Report on Form 10-K where indicat8dch Proxy Statement will be filed with the Unitethtes Securities and Exchange Commission
(“SEC”) within 120 days after the end of the fisgahr to which this report relates.
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Part |
ITEM 1. Business
Overview

We provide high performance cyber security soligitmsome of the largest enterprise, service pesgidnd government organizations across
the globe, including a majority of the 2014 Fortd®®. Our cyber security solutions are fast andiseand designed to provide broad, high-
performance protection against dynamic securitgats while simplifying the information technolodyT(’) infrastructure of our end-customers
worldwide.

Our flagship integrated network security soluti@msists of our FortiGate physical and virtual agptie products that provide a broad array of
integrated security and networking functions tot@ecbdata, applications, and users from networkl-@mtent-level security threats. These functions,
which can be integrated in a variety of ways, ideldirewall, intrusion prevention (“IPS”) anti-madne, application control, virtual private network
(“VPN"), web-filtering, vulnerability managementtkspam, wireless controller, and wide area nekwWfiVAN") acceleration. Our FortiGate
appliances may be deployed as Next Generation Bile@/NGFW"), Data Center Firewalls (“DCFW”), Unéd Threat Management (“UTM")
systems, Internal Network Firewall (“INFW”), VirtuMachine Firewalls or Cloud Firewalls. Our Forti@appliances range from the FortiGate-20
series for small businesses and branch officdsad-ortiGate-5000 series for large enterprisessandce providers, and are based on our proprietary
technology platform. This platform includes our #81Cs, which are specifically designed for accated processing of security and networking
functions, and our FortiOS operating system, wipiatvides the foundation for all FortiGate secufitgctions. Our FortiGuard security subscription
services provide end-customers with access to dignapaates to our application control, anti-malwanérusion prevention, web filtering, and anti-
spam functionality. Our security services are baseithtelligence gathered by our FortiGuard Lalasrtewhich is comprised of a large team of threat
researchers who detect threats and help protedustomers. By combining multiple proprietary séguand networking functions with our purpose-
built FortiASIC and FortiOS, our FortiGate solutidalivers broad protection against dynamic sectiitgats while reducing the operational burden
and costs associated with managing multiple paindycts.

We complement our FortiGate product line with tleetiManager product family, which enables end-costts to manage the system
configuration and security functions of multiplerifGate devices from a centralized console, as agthe FortiAnalyzer product family, which
enables collection, analysis and archiving of conénd log data generated by our products. Weddfso other product lines that provide additional
protection, such as:

. FortiAP, secure wireless access po

. FortiWeb, security for webased application

. FortiMail, multifeature, high performance messaging seci

. FortiDB, centrally managed databasgeecific security

. FortiClient, endpoint security for desktops,ttggs and mobile devices which is primarily usedonjunction with our FortiGate
appliances;

. FortiScan, endpoint vulnerability assessment antedgation

. FortiSwitch, Ethernet switche

. FortiBridge, bypass appliances to help ensure n&taeailability;

. FortiAuthenticator, scalable secure authenticatimrenterprise network

. FortiADC, Application Delivery Controller (“ADQ’optimizing the availability and performance of loile, cloud, and enterprise
applications;

. FortiSandbox, detecting and mitigating AdvanBexdsistent Threats (“APTg"

. FortiCache, reducing the cost of and impact of eddhternet conter

. FortiDNS, providing secure Domain Name SysteBINS”) caching

. FortiDDoS, protection against Distributed Dervé&fService (“DDOSjattacks; an

. FortiVoice, business telephone communica

We offer virtual appliances for the FortiGate, Rdetnager, FortiAnalyzer, FortiWeb, FortiMail, Fa@iche, and FortiADC product lines that
can be used in conjunction with traditional Fortipbysical appliances, such as FortiGate, Fortidangand FortiAnalyzer, to help ensure the
visibility, management, and protection of physiaatl virtual environments. We also offer on-demadodd:-based versions of FortiGate and FortiwWeb.

During our fiscal year ended December 31, 2014 gereerated total revenue of $770.4 million andmetme of $25.3 million . See Part I,
Item 8 of this Annual Report on Form 10-K for maméormation on our consolidated balance sheetd as o
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December 31, 2014 and 2013 and our consolidatézhstaits of operations, comprehensive income, stddkls’equity, and cash flows for each of
three years ended December 31, 2014, 2013, and 2012

Our principal executive office is located at 899dfiRoad, Sunnyvale, California 94086 and our tetee number at that location is
(408) 235-7700.

Technology and Architecture

Our proprietary FortiASIC hardware architecturettkdS operating system and associated securitynahgorking functions combine to form
a platform that integrates security features arabkes our products to perform sophisticated sgcpritcessing for networks with high throughput
requirements.

FortiASIC

Our proprietary FortiASIC family of Application-Spiéic Integrated Circuits (“ASICs”) is comprised tifree lines of processors: the
FortiASIC content processor (“CP”), the FortiASI€twork processor (“NP”), and the FortiASIC systemaschip (“SOC”). Our custom ASICs are
designed to enhance the sophisticated securityepsiny capabilities implemented in software by Eraéng computation-intensive tasks such as
firewall policy enforcement or IPS anomaly detecti@his architecture provides the flexibility of jlementing accelerated processing of new threat
detection without requiring a new ASIC. The Fortl&SCP is currently included in most of our entryééand all of our mid-range and high-end
FortiGate appliances. The FortiASIC NP is curreiliiuded in some of our mid-range and high-endiGatte appliances, delivering additional
accelerated firewall and VPN performance. EntryeldvwortiGate products (FortiGate 20 to 100 seré®n use the SOC2. Mid-range FortiGate
products (FortiGate 200 to 800 series) use a dgmpaessing unit (“CPU”) and include the NP and TRe high-end FortiGate products (FortiGate
1000 to 5000 series) use multiple CPUs, CPs and NPs

FortiOS

Our proprietary FortiOS operating system providesfoundation for the operation of all FortiGatglégnces, from the core kernel functions
to the security processing feature sets. Forti@Siges (i) multiple layers of security includindhardened kernel layer providing protection for the
FortiGate system, (ii) a network security layeryiding security for end-customers’ network infrastiures, and (iii) application content protection
providing security for end-customers’ workstati@msl applications. FortiOS directs the operationgro€essors and ASICs and provides system
management functions such as command-line and igedplser interfaces.

Key high-level functions and capabilities of Forihclude:

. helping enable FortiGate appliances to be comdid into different security environments such asloternal Network Firewall, Next
Generation Firewall, and the Data Center Firewall;

. configuration of the physical aspects of thel@mge such as ports, ViFand switching

. key network functions such as routing and deploymesdes (network routing, transparent, sniffer,)¢

. implementation of security updates delivering adeahthreat protection, such as IPS, antivirus,application contro

. access to cloutlased web and email filtering databa

. security policy objects and enforcem

. data leak prevention and document finger printary

. realtime reporting and loggin

We make updates to FortiOS available through outi@are technical support services. FortiOS alsabées advanced, integrated routing and
switching, allowing end-customers to deploy Fort&devices within a wide variety of networks, agdlwe providing a direct replacement solution
option for legacy switching and routing equipmédrtiOS implements a suite of commonly used statglbased routing protocols as well as address
translation technologies, allowing the FortiGatplemce to integrate and operate in a wide valétyetwork environments. Additional features
include Virtual Domain (“VDOM"), capabilities andaffic queuing and shaping. These features enaltérdstrators to set the appropriate
configurations and policies that meet their infrasture needs. FortiOS also provides capabilitiesdgging of traffic for forensic analysis purpsse
which are particularly important for regulatory goliance initiatives like payment card industry dsg¢gurity standard (“PCI DSS"). FortiOS is
designed to help control network traffic in orderoptimize performance by including functionalitych as packet classification, queue disciplines,
policy enforcement, congestion management, WANnoigition and caching.
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Products

Our core product offerings consist of our FortiGateduct family, along with our FortiManager cehtreanagement and FortiAnalyzer cen
logging and reporting product families, both of efhiare typically purchased to complement a largéGate deployment.

FortiGate

Our flagship FortiGate physical and virtual apptias offer a broad set of security and networkimgfions, including firewall, intrusion
prevention, anti-malware, VPN, application contwegb filtering, anti-spam and WAN acceleration. RirtiGate models run on our FortiOS operating
system. Substantially all of the FortiGate physaggpliances include our FortiASICs to acceleratgeat and network security features implemented
within FortiOS. FortiGate platforms can be cenyratlanaged through both embedded web-based and amifrima interfaces, as well as through
FortiManager which provides central managementi@cture for up to thousands of FortiGate physasal virtual appliances.

By combining multiple network security functionsanr purpose-built security platform, the FortiGappliances provide broad, high quality
protection capabilities and deployment flexibiltile reducing the operational burden and costsaated with managing multiple point products.
With over 30 models in the FortiGate product liRertiGate is designed to address security requingsrfer small- to mid-sized businesses, large
enterprises, service providers and government argtons worldwide.

Each FortiGate model runs on our FortiOS operatigiem, and substantially all FortiGate physicaliapces include our FortiASICs. The
significant differences between each model argo#r®ormance and scalability targets each modetssgthed to meet, while the security features and
associated services offered are common throughiombaels. The FortiGate-20 through -100 series el®dre designed for perimeter protection for
small- to mid-sized businesses. The FortiGate-Bé8ugh -800 series models are designed for perindet@doyment in mid-sized to large enterprise
networks. And, the FortiGate-1000 throu@l®00 series models deliver high performance ankdisieanetwork security functionality for perimetegta
center and core deployment in large enterprisesandce provider networks.

We also incorporate additional technologies withimtiGate appliances that differentiate our sohgidncluding data leakage protection
(“DLP™), traffic optimization, SSL inspection, theevulnerability management, and wireless contraéehnology.

Fortinet Management and Analysis Products

Our FortiManager and FortiAnalyzer physical anduat products are typically sold in conjunction wé large FortiGate deployment.

FortiManager.Our FortiManager family of products provides a caihtnanagement solution for our FortiGate produotduding the wide
variety of network and security features offerethim FortiOS. One FortiManager product is capalflmanaging thousands of FortiGate units, and
also provides central management for FortiClieffiinsre. FortiManager facilitates the coordinatidrpolicy-based provisioning, device configuration
and operating system revision management, as walkkavork security monitoring and device control.

FortiAnalyzer.Our FortiAnalyzer family of products provides netkdogging, analyzing, and reporting solutions teeturely aggregate
content and log data from our FortiGate devicesathdr Fortinet products as well as third-partyides to enable network logging, analysis and

reporting.

We also offer other physical and virtual applianaed software that protect our end-customers frecarsty threats to other critical areas in
the enterprise, such as messaging, web-based aijptis and databases, and employees’ computershifentevices.

Services

FortiGuard Security Subscription Services

Security requirements are dynamic due to the catigtehanging nature of threats. Our FortiGuardd glmbal threat research team uses
automated and manual processes to identify emethiegts, collects threat samples, and FortiGuattslreplicates, reviews and characterizes attacks

Based on this research, we develop updates fos gignatures, attack definitions,
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scanning engines, and other security solution corapts to distribute to end-customers. Our Forti@s&curity subscription services are designed to
allow us to quickly deliver new threat detectiopahilities to end-customers worldwide as new tlweablve. End-customers purchase FortiGuard
security subscription services in advance, typjoaith terms of one to three years, to obtain astesegular updates for application control, anis,
intrusion prevention, web filtering, and anti-spamctions for our FortiGate products; antivirus,bifédtering and anti-spam functions for our
FortiClient software; antivirus and anti-spam fuowes for our FortiMail products; vulnerability magement for our FortiGate, FortiAnalyzer and
FortiScan products, database functions for ouriBBrappliance, web functions for our FortiWeb apples, and advanced threat protection for our
FortiSandbox products. We provide FortiGuard sewi24 hours a day, seven days a week.

FortiCare Technical Support Services

Our FortiCare services are our technical suppovices for the software, firmware and hardwareun groducts, as well as our extended
product warranty service. In addition to our staddaupport service offering, we offer a premiunvez that offers faster response times and dedati
support oriented towards mission-critical applicas.

For our standard technical support offering for praducts, channel partners often provide firseleupport to the end-customer, especially
for small and mid-sized end-customers, and we gllyiprovide second and third level support to end-customers. We also provide knowledge
management tools and customer self-help portaielfm augment our support capabilities in an efficend scalable manner. We deliver technical
support to partners and end-customers 24 hourg,sdeen days a week through regional technicgi@uenters located worldwide.

Training Services

We offer training services to our end-customers@rahnel partners through our training departmedtaauthorized training partners. We
have also implemented a training certification pang to help ensure an understanding of our produadsservices.

Professional Services

We offer professional services to end-customeragrily for large implementations where expert técahresources are required. Our
professional services consultants help in the desigleployments of our products and work closeityh wnd-customer engineers, managers and other
project team members to implement our productsrdaug to design, utilizing network analysis toa@stack simulation software and scripts.

Customers

We sell our security solutions through channelmead to end-customers of various sizes—from smelinesses to large enterprises,
government organizations, and service providers—aanadss a variety of industries including telecominations, technology, government, financial
services, education, retail, manufacturing, andtheare for a variety of security functions acrasgariety of deployment scenarios. An end-customer
deployment may involve one of our appliances ouffamds, depending on our end-customers’ size anuliserequirements. Many of our customers
also purchase our FortiGuard security subscripggmices and FortiCare technical support servigesinformation regarding our sales by customer
location, see Note 14 to our consolidated finanstialements in Part Il, Item 8 of this Annual Reéor Form 10-K.

During fiscal 2014, fiscal 2013, and fiscal 2018edlistributor, Exclusive Networks Group, whichtdisuted our solutions to a large group of
resellers and end-customers, accounted for 15%, aB#611% of total revenue, respectively.

Sales and Marketing

We primarily sell our products and services dinetl distributors that sell to networking, securiyd enterprise-focused resellers and service
providers, who, in turn, sell to our end-customérsertain cases, we sell directly to governmectibed resellers, very large service providers and
major systems integrator partners who have largehaising power and unique customer deployment désmade work with many of the world’s
leading technology distributors, including ExclusiMetworks Group, Ingram Micro Inc., Fine Tec Cotepuand Arrow Electronics, Inc and enterp
security-focused resellers including Accuvant aisthiret Security.

We support our channel partners with a team of epeed channel account managers, sales profesmma sales engineers who provide
business planning, joint marketing strategy, aredgales and operational sales support. Additionally sales team often helps drive and supporelarg
enterprise and service provider sales throughextdiouch model. Our sales
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professionals and engineers typically work closeith our channel partners and directly engage Veithe end-customers to help address their unique
security and deployment requirements. Our salefe dgc an initial end-customer purchase typicaiipges from three to six months but can be longer
especially for large enterprises, service providers government organizations. To support our Byadidpersed global channel and end-customer
base, we have sales offices in over 30 countrimsnat the world.

Our marketing strategy is focused on building aaml and driving end-customer demand for our sgcsalutions. We execute this strategy
by leveraging a combination of internal marketimgfpssionals and a network of regional and globahoiel partners. Our internal marketing
organization is responsible for messaging, brangingduct marketing, channel marketing, event margecommunications and sales support
programs. We focus our resources on programs, émalsactivities that can be leveraged by partnersdwide to extend our marketing reach, such as
sales tools and collateral, product awards andchieahcertifications, media engagement, trainiegjional seminars and conferences, webinars and
various other demand-generation activities.

In fiscal 2014, we invested in sales and marketingapture market share, particularly in the entsepmarket where enterprise customers
to have a higher lifetime value, and to acceleoairegrowth. We intend to continue investing in sadad marketing in order to capture additional
market share in the high-return enterprise markbich we believe also offers higher lifetime value.

Manufacturing and Suppliers

We outsource the manufacturing of our security iappk products to a variety of contract manufactuamd original design manufacturers.
Our current manufacturing partners include Flextemnternational Ltd., Micré&tar International Co., Ltd., Adlink TechnologygcInSenao Network
Inc., and a number of Taiwdrased manufacturers. We submit purchase ordens tooatract manufacturers that describe the typlecarantities of ou
products to be manufactured, the delivery datectner delivery terms. Once our products are manurfed, they are sent to either our headquarters in
Sunnyvale, California, or to our logistics partireiTaoyuan City, Taiwan, where accessory packagimdjquality-control testing are performed. We
believe that outsourcing our manufacturing andestntial portion of our logistics enables us tou®resources on our core competencies. Our
proprietary FortiASICs, which are the key to thefpenance of our appliances, are fabricated byremhimanufacturers in foundries operated by
United Microelectronics Corporation (“UMC") and Tiean Semiconductor Manufacturing Company Limited§MC”). Faraday Technology
Corporation (using UMC's foundry), Kawasaki Micreetronics America, Inc. (“K-Micro”) (using TSMC’®iindry) and Renesas Electronics
Corporation (“Renesas”) (using UMC's foundry) maantfire our ASICs on a purchase order basis. Acaghgithey are not obligated to continue to
fulfill our supply requirements, and the prices ave charged for the fabrication of our ASICs cduddncreased on short notice.

The components included in our products are sourosad various suppliers by us or more frequentlyolbly contract manufacturers. Some of
the components important to our business, includperific types of central processing units fronelliCorporation (“Intel”), network chips from
Broadcom Corporation (“Broadcom”), Marvell TechngyoGroup Ltd. (“Marvell”) and Intel, and solid-séatirives (silicon-based storage device) from
OCZ Technology Group, Inc. and Samsung Electro@izs Ltd., are available from a limited or sole s@uof supply.

We have no long-term contracts related to the neantufing of our ASICs or other components that gnee any capacity or pricing terms.

Research and Developme

We focus our research and development efforts weldging new products and systems, and adding ratwffes to existing products and
systems. Our development strategy is to identi&yuees, products and systems for both softwarehardivare that are, or are expected to be, impc
to our end-customers. Our success in designingldpwg, manufacturing and selling new or enharpreducts will depend on a variety of factors,
including the identification of market demand f@wnproducts, product selection, timely implemewtatf product design and development, product
performance, effective manufacturing and assemtuggsses and sales and marketing.

Our research and development expense was $122i8miil fiscal 2014 , $102.7 million in fiscal 20E%d $81.1 million in fiscal 2012 .
Intellectual Property

We rely primarily on patent, trademark, copyrightidrade secrets laws, confidentiality proceduresa@ntractual provisions to protect our
technology. As of December 31, 2014 , we had 19ded U.S. and foreign patents and 156 pending U.S.
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and foreign patent applications. We also licensevsoe from third parties for inclusion in our praats, including open source software and other
software available on commercially reasonable terms

Despite our efforts to protect our rights in owtteology, unauthorized parties may attempt to @gpects of our products or obtain and use
information that we regard as proprietary. We gelteenter into confidentiality agreements with amployees, consultants, vendors and customers,
and generally limit access to and distribution of proprietary information. However, we cannot pdevassurance that the steps we take will prevent
misappropriation of our technology. In additiorg thws of some foreign countries do not protectgoprietary rights to as great an extent as ths la
of the United States, and many foreign countrieaatoenforce these laws as diligently as governragancies and private parties in the United States.

Our industry is characterized by the existencelafge number of patents and frequent claims alatlect litigation regarding patent and other
intellectual property rights. Third parties haveexrsed, are currently asserting, and may in theduassert patent, copyright, trademark or other
intellectual property rights against us, our chaagtners or our end-customers. Successful claimsringement by a third party could prevent us
from distributing certain products or performingte@ services or require us to pay substantialatges (including treble damages if we are found to
have willfully infringed patents or copyrights) yaties or other fees. Even if third parties mafgph license to their technology, the terms of any
offered license may not be acceptable and theréattuobtain a license or the costs associatedamyhlicense could cause our business, operating
results or financial condition to be materially aadl/ersely affected. We typically indemnify our endstomers, distributors and certain resellers
against claims that our products infringe the Ietglal property of third parties.

Seasonality

For information regarding seasonality in our sade® the section entitled “—Quarterly Results oé@tons—Seasonality, Cyclicality
and Quarterly Revenue Trends” in Part 1l, Item Thid Annual Report on Form 10-K.

Competition

The markets for our products are extremely comipeténd are characterized by rapid technologicahgle. The principal competitive factors
in our markets include the following:

. product performance, features, effectivenessraperability and reliability;

. our ability to add and integrate new networkimgl gecurity features and technological expertise;
. compliance with industry standards and certifaras;

. price of products and services and total cosivaiership;

. brand recognition;

. customer service and support;

. sales and distribution capabilities;

. size and financial stability of operations; and

. breadth of product line.

Our competitors include Cisco Systems, Inc. (“Ciscduniper Networks, Inc. (“Juniper”), Check PoBwftware Technologies Ltd. (“Check
Point”), Intel (through its acquisition of McAfelmc. (“McAfee”)), F5 Networks, Inc. (“F5 Networks"Pell Inc. (through its acquisition of
SonicWALL, Inc. (“SonicWALL") , BlueCoat Systemsd. (“BlueCoat”), FireEye, Inc. (“FireEye”) and Bahlto Networks, Inc. (“Palo Alto
Networks”), amongst others.

We believe we compete favorably based on our prstiperformance, reliability and breadth, our dbito add and integrate new networking
and security features and our technological exgereveral competitors are significantly largaxehgreater financial, technical, marketing,
distribution, customer support and other resouraesmore established than we are, and have signtfy better brand recognition. Some of these
larger competitors have substantially broader pcodiferings and leverage their relationships basedther products or incorporate functionalityint
existing products in a manner that discouragessuifsem purchasing our products. Based in part esdfcompetitive pressures, we may lower prici
attempt to add incremental features and functignali

Conditions in our markets could change rapidly sigdificantly as a result of technological advaneats or continuing market consolidation.
The development and market acceptance of altemtgthnologies could decrease the demand for odupts or render them obsolete. Our
competitors may introduce products that are lestycgrovide superior performance, market theadorcts better, or achieve greater market
acceptance than us. In addition, our larger corgpstoften have broader product lines, are in tebebsition to withstand any significant reduction
capital spending by end-customers in these markets,
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and will therefore not be as susceptible to dowrgtun a particular market. The above competitivespures are likely to continue to impact our
business. We may not be able to compete successfute future, and competition may harm our bess

Employees

As of December 31, 2014 , our total headcount was2full-time equivalent employees. None of ouglemployees are represented by a
labor union; however, our employees in Belgium&id, France, Italy, and Spain are representealbgative bargaining agreements. We have not
experienced any work stoppages, and we consideetations with our employees to be good.

Available Information

Our web site is located at www.fortinet.com, and iowestor relations web site is located at hftpzéstor.fortinet.com. The information
posted on our website is not incorporated by refaeénto this Annual Report on Form 10-K. Our AninRaport on Form 10-K, Quarterly Reports on
Form 10-Q, Current Reports on Form 8-K and amendsrterreports filed or furnished pursuant to Sexgitt3(a) and 15(d) of the Securities Act, are
available free of charge on our investor relatimed site as soon as reasonably practicable afteleegronically file such material with, or furnigh
to, the SEC. You may also access all of our pubiiigs through the SEC’s website at www.sec.gowtker, a copy of this Annual Report on Form
10-K is located at the SE€Public Reference Room at 100 F Street, NE, Wgghin D.C. 20549. Information on the operationhaf Public Referens
Room can be obtained by calling the SEC at 1-80C-8&30.

We webcast our earnings calls and certain eveniganipate in or host with members of the invessttcommunity on our investor relatic
web site. Additionally, we provide notifications wéws or announcements regarding our financiabpgdnce, including SEC filings, investor events,
press and earnings releases, as part of our invesabions web site. The contents of these weds site not intended to be incorporated by reference
into this report or in any other report or documenetfile.
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ITEM 1A. Risk Factors

Investing in our common stock involves a high degferisk. Investors should carefully consider tbléowing risks and all other information
contained in this Annual Report on Form 10-K, imtthg our consolidated financial statements andrtated notes, before investing in our common
stock. The risks and uncertainties described bel@wnot the only ones we face. Additional risks andertainties that we are unaware of, or that we
currently believe are not material, also may becamgortant factors that affect us. If any of thédwing risks materialize, our business, financial
condition and results of operations could be matgriharmed. In that case, the trading price of @@mmon stock could decline, and investors may
lose some or all of their investment.

Risks Related to Our Business
Our quarterly operating results are likely to vasignificantly and be unpredictable.

Our operating results have historically varied frperiod to period, and we expect that they willtomne to do so as a result of a number of
factors, many of which are outside of our contrad anay be difficult to predict, including:

. the level of demand for our products and servieddch may render forecasts inaccur
. the timing of channel partner and erwstomer orders and our reliance on a concentrafishipments at the end of each qua
. the timing of shipments, which may depend onyrfactors such as inventory levels, logistics, phig delays at ports or otherwise,

our ability to ship new products on schedule anddturately forecast inventory requirements, artdrg@l delays in the
manufacturing process;

. inventory imbalances, such as those related topreducts and the end of life of existing prodt

. the mix of products sold, the mix of revenuensn products and services and the degree to whictucts and services are bundled
and sold together for a package price;

. the budgeting cycles and purchasing practicesiothannel partners and eculstomers

. seasonal buying patterns of our endstomers

. timing and level of our investments in sales andketing;

. the timing of revenue recognition for our salehjch may be affected by both the mix of sale®by“sell-in” versus our “sell-

through” channel partners, and the accuracy aniddimf point of sale reporting by our “sell-throdgthannel partners, which
impacts our ability to recognize revenue;

. the level of perceived threats to network securitiyich may fluctuate from period to peri

. changes in endustomer, distributor or reseller requirements arkat needs and buying practices and pati

. changes in the growth rate of the network secuniykets

. the timing and success of new product and sefnicoductions by us or our competitors or anyeotthange in the competitive

landscape of our industry, including consolidat@mnong our competitors, partners, or end-customers;
. deferral of orders from enzlistomers in anticipation of new products or praduthancements announced by us or our compe

. increases or decreases in our expenses causkatioyations in foreign currency exchange ratesa aignificant portion of our
expenses are incurred and paid in currencies ttharthe U.S. dollar;
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. decisions by potential end-customers to purchaseork security solutions from newer technologyuiders, from larger, more
established security vendors or from their primagjwork equipment vendors;

. price competition, and increased competitiveneggeimeral in our marke

. changes in customer renewal rates for our sen

. changes in the payment terms of services contoaidtee length of services contracts s

. changes in our estimated annual effective tax;

. changes in circumstances and challenges in éssiconditions, including decreased demand, whashmegatively impact our

channel partners’ ability to sell the current intaeg they hold and negatively impact their fututeghases of products from us;

. increased expenses, unforeseen liabilities @ewlowns and any impact on results of operations faognacquisition consummat

. our channel partners may have insufficient foiahresources and may not be able to withstandggsand challenges in business
conditions;

. disruptions in our channel or termination of odatienship with important channel partne

. insolvency, credit, or other difficulties confiting our key suppliers or channel partners, aifigctheir ability to purchase or pay for

our products and services, which could disruptsuply or distribution chain;
. general economic conditions, both in our domesiit fareign markets; al
. future accounting pronouncements or changes iractounting policie

Any one of the factors above or the cumulativeaftéd some of the factors referred to above maylt@s significant fluctuations in our
guarterly financial and other operating resultssMariability and unpredictability could result@ur failing to meet our internal operating plarttoe
expectations of securities analysts or investarafy period. If we fail to meet or exceed sucheztations for these or any other reasons, the rharke
price of our shares could fall substantially andowald face costly lawsuits, including securitiésse action suits. In addition, a significant petege
of our operating expenses are fixed in nature ased on forecasted revenue trends. Accordingdrevent of revenue shortfalls, we are generally
unable to mitigate the negative impact on margirthé short term.

Adverse economic conditions or reduced informatitathnology spending may adversely impact our busi

Our business depends on the overall demand fomiEtion technology and on the economic health ofcourent and prospective customers.
In addition, the purchase of our products is oftestretionary and may involve a significant comna@trmof capital and other resources. Weak global
economic conditions, weak economic conditions inaie geographies, or a reduction in informatiachteology spending regardless of macro-
economic conditions, could adversely impact ouirmss, financial condition and results of operationa number of ways, including longer sales
cycles, lower prices for our products and servibggher default rates among our channel partnedsjaed unit sales and slower or declining growth.

Our billings and revenue growth may slow or may remntinue.

Billings and revenue growth may slow, or we mayegignce a decrease in billings and revenue, famaber of reasons, including a
slowdown in demand for our products or servicesdased competition, a decrease in the growth obweerall market, softness in demand in certain
geographies or industry verticals, such as theieeprovider industry, or if we fail for any reastincontinue to capitalize on growth opportuniti@sir
expenses as a percentage of total revenue magbertihan expected if our revenue is lower thareetgal, and if our investments in sales and
marketing and other functional areas do not réswdxpected billings and revenue growth, and we nmtybe able to sustain profitability in future
periods if we fail to increase billings, revenuedeferred revenue, do not appropriately manageasirstructure, or encounter unanticipated liabgit
Any failure by us to maintain profitability and diwmue our billings and revenue growth could calmegrice of our common stock to materially
decline.
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We rely significantly on revenue from FortiGuard serity subscription and FortiCare technical supposervices which may decline, and because
recognize revenue from FortiGuard security subsdign and FortiCare technical support services owbe term of the relevant service period,
downturns or upturns in sales of FortiGuard secuyisubscription and FortiCare technical support s&@®s are not immediately reflected in full in
our operating results.

Our FortiGuard security subscription and FortiCaehnical support services revenue has historiealbpunted for a significant percentage
our total revenue. Sales of new, or renewals dftieng, FortiGuard security subscription and FortéCchnical support services contracts may decline
and fluctuate as a result of a number of factexduding fluctuations in purchases of FortiGatel@mges, end-customengvel of satisfaction with ot
products and services, the prices of our produndssarvices, the prices of products and servideseaf by our competitors or reductions in our
customers’ spending levels. If our sales of newgaewals of existing FortiGuard security subs@iptind FortiCare technical support services
contracts decline, our revenue and revenue growathdecline and our business will suffer. In additim the event significant customers require
payment terms for FortiGuard security subscriptiofrortiCare technical support services in arreaf®r shorter periods of time than annually, sae
monthly or quarterly, this may negatively impact billings and revenue. Furthermore, we recogniagiGuard security subscription and FortiCare
technical support services revenue monthly oveteha of the relevant service period, which is ¢gtly from one to three years, but in some insta
has been as long as five years. As a result, mittted-ortiGuard security subscription and FortiCeachnical support services revenue we report
guarter is the recognition of deferred revenue fRoriGuard security subscription and FortiCardntecal support services contracts entered into
during previous quarters. Consequently, a dectineeiv or renewed FortiGuard security subscriptioRartiCare technical support services contracts
in any one quarter will not be fully reflected iwvenue in that quarter but will negatively affeat cevenue in future quarters. Accordingly, theeeffol
significant downturns in sales of new, or renevedlexisting, FortiGuard security subscriptions ortfCare technical support services is not reflgcte
in full in our statements of operations until fidyreriods. Our FortiGuard security subscription BadiCare technical support services revenue also
makes it difficult for us to rapidly increase oewenue through additional service sales in anyopeds revenue from new and renewal support set
contracts must be recognized over the applicabiécseperiod.

We generate a majority of revenue from sales tarisitors, resellers and end-customers outside lvé United States, and we are therefore subject
to a number of risks associated with internatiorsdles and operations.

We market and sell our products throughout the dvarid have established sales offices in many patte world. Therefore, we are subject
to risks associated with having worldwide opereatioe are also subject to a number of risks tylyiedsociated with international sales and
operations, including:

. economic or political instability in foreign mari

. greater difficulty in enforcing contracts, accourgseivable collection and longer collection pes;

. changes in regulatory requireme

. difficulties and costs of staffing and managingefgn operation:

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

. costs of compliance with foreign policies, laaved regulations and the risks and costs of non-tange with such policies, laws and
regulations;

. protectionist policies and penalties, and Idaais and requirements that may be adversely imp&theadquartered business’s sales

in certain countries outside of the United States;

. costs of complying with U.S. or other foreign lasrsd regulations for foreign operations, includihg U.S. Foreign Corrupt Practic
Act, the U.K. Bribery Act 2010, import and expodntrol laws, tariffs, trade barriers, and econosanctions;

. other regulatory or contractual limitations am ability to sell our products in certain foreigrarkets, and the risks and costs of non-
compliance;
. heightened risks of unfair or corrupt businesfices in certain geographies and of impropdraudulent sales or sales-related

arrangements that could disrupt the sales tearmghrterminations of employment or
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otherwise, and may adversely impact financial tesag compared to those already reported or faetasd result in restatements
financial statements and irregularities in finahstatements;

. our ability to effectively implement and maintaideguate internal controls to properly manage aerivational sales and operatic
. the potential for political unrest, terrorism, hiisés, war, or natural disaste

. management communication and integration problesslting from cultural differences and geograpligpersion; an

. multiple and possibly overlapping tax structu

Product and service sales may be subject to fogggernmental regulations, which vary substantiithyn country to country. Further, we
may be unable to keep up-to-date with changesvemonent requirements as they change over timurEao comply with these regulations could
result in adverse effects to our business. In nfargign countries, it is common for others to ergagbusiness practices that are prohibited by our
internal policies and procedures or U.S. regulatigpplicable to us. Although we implemented poticied procedures designed to ensure compliance
with these laws and policies, there can be no asserthat all of our employees, contractors, chigperéners and agents will comply with these laws
and policies. Violations of laws or key control jg@s by our employees, contractors, channel pertoieagents could result in litigation, regulatory
action, costs of investigation, delays in reveramgnition, delays in financial reporting, finanaieporting misstatements, fines, penalties, or the
prohibition of the importation or exportation ofrquroducts and services, any of which could haweaterial adverse effect on our business and results
of operations.

If we are not successful in continuing to executarcstrategy to increase our sales to larger «customers, our results of operations may suffer.

An important part of our growth strategy is to mase sales of our products to large enterprisedceeroviders and government
organizations. While we have experienced some ssaling to service providers and enterprisehave experienced less traction selling to certain
government organizations and there can be no as=mithat we will be successful selling to these¢arasr segments. Sales to enterprises, service
providers and government organizations involvesriiat may not be present (or that are presentgssar extent) with sales to small-to-mid-sized
entities. These risks include:

. increased competition from competitors thatitiadally target enterprises, service providers godernment organizations and that
may already have purchase commitments from thodeestomers;

. increased purchasing power and leverage heldrgg endeustomers in negotiating contractual arrangem

. unanticipated changes in the capital resourtes purchasing behavior of large end-customedyiting changes in the volume and
frequency of their purchases;

. more stringent support requirements in our supgErvice contracts, including stricter supposprense times, more complex
requirements, and increased penalties for anyréattumeet support requirements; and

. longer sales cycles and the associated riskstitatantial time and resources may be spent oteatal end-customer that elects not
to purchase our products and services.

Large enterprises, service providers and governargatnizations often undertake a significant evdngprocess that results in a lengthy
sales cycle, in some cases over 12 months. Althewgghave a channel sales model, our sales repatisesttypically engage in direct interaction with
end-customers, along with our distributors andllessg in connection with sales to larger end-cosrs. Due to the lengthy nature, the size and scope
and stringent requirements of these evaluationgypieally provide evaluation products to thesetooeers. We may spend substantial time, effort and
money in our sales efforts without being succedsfproducing any sales. If we are unsuccessfabmverting these evaluations into sales, we may
experience an increased inventory of used produxdspotentially increased write-offs. In additipnoduct purchases by enterprises, service providers
and government organizations are frequently sulbpebtidget constraints, multiple approvals, andamped administrative, processing and other
delays. Furthermore, service providers represenkangest industry vertical and consolidation cawges in buying behavior by larger customers w
this industry could negatively impact our busindssterprises, service providers and governmentrizg#ons typically have longer
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implementation cycles, require greater product fienality and scalability and a broader range ofises, including design services, demand that
vendors take on a larger share of risks, sometietasire acceptance provisions that can lead tdegy de revenue recognition, and expect greater
payment flexibility from vendors. All these factaran add further risk to business conducted wiglsércustomers. If sales expected from a large end-
customer for a particular quarter are not realinetthat quarter or at all, our business, operatésylts and financial condition could be materiaihd
adversely affected.

Managing inventory of our products and product compents is complex. Insufficient inventory may resunh lost sales opportunities or delay:
revenue, while excess inventory may harm our grossgins.

Managing our inventory is complex. Our channelpenrs may increase orders during periods of proshuettages, cancel orders or not place
orders commensurate with our expectations if im@entory is too high, return products or take adage of price protection (if any is available he t
particular partner), or delay orders in anticipatid new products. They also may adjust their ardleresponse to the supply of our products and the
products of our competitors that are availabléntort and in response to seasonal fluctuations ircestbmer demand. Furthermore, if the time
required to manufacture certain products or shiglpcts increases for any reason, this could re@suitventory shortfalls. Management of our
inventory is further complicated by the significamimber of different products and models that wie se

In addition, for those channel partners that haylets of return, inventory held by such channetmqens affects our results of operations. Our
inventory management systems and related supply gfgbility tools may be inadequate to enabldasffectively manage inventory. Inventory
management remains an area of focus as we balamceéd to maintain inventory levels that are sigfffit to ensure competitive lead times against the
risk of inventory obsolescence because of rapidgnging technology and customer requirements. lfilmnately determine that we have excess
inventory, we may have to reduce our prices antevdown inventory, which in turn could result imder gross margins. Alternatively, insufficient
inventory levels may lead to shortages that résudelayed revenue or loss of sales opportunifiegether as potential end-customers turn to
competitors’ products that are readily availabler &ample, we have in the past experienced invgstwortages due to more demand for certain
products than we had forecasted. If we are unabdéféctively manage our inventory and that of cuannel partners, our results of operations coe
adversely affected.

We are dependent on the continued services andgraréince of our senior management, the loss of afiysnom could adversely affect our
business, operating results and financial condition

Our future performance depends on the continuedcgsrand continuing contributions of our seniomagement to execute on our business
plan, and to identify and pursue new opportuniied product innovations. The loss of services ahivers of senior management, particularly Ken
Xie, our Co-founder and Chief Executive Officer avitthael Xie, our Cdounder, President and Chief Technology Officed any of our senior salt
leaders or functional area leaders, could signifigedelay or prevent the achievement of our dgwelent and strategic objectives. The loss of the
services, or distraction, of our senior managerfarany reason could adversely affect our busirfgssncial condition and results of operations.

If we are unable to hire, retain and motivate quédid personnel, our business will suffe

Our future success depends, in part, on our aldigontinue to attract and retain highly skilleetgpnnel. The loss of the services of any of
our key personnel, the inability to attract or iretgualified personnel, or delays in hiring reqdifgersonnel, particularly in engineering and satesy
seriously harm our business, financial conditiod egsults of operations. From time to time, we egpee turnover in our management-level
personnel. None of our key employees has an em@oyagreement for a specific term, and any of ayleyees may terminate their employment at
any time. Our ability to continue to attract anthie highly skilled personnel will be critical tapfuture success. Competition for highly-skilled
personnel is frequently intense, especially inltlvations where we have a substantial presenceeed for highly-skilled personnel such as the San
Francisco Bay Area and Vancouver, Canada. We magensuccessful in attracting, assimilating oriréta® qualified personnel to fulfill our current
future needs. Also, to the extent we hire persofroel competitors, we may be subject to allegatitwas they have been improperly solicited or
divulged proprietary or other confidential inforrioat.

The average sales prices of our products may deseeavhich may reduce our gross profits and adveyseipact our financial results and the
trading price of our common stock.

The average sales prices for our products mayrdefiir a variety of reasons, including competifivieing pressures, discounts we offer, a
change in our mix of products, anticipation of iheoduction of new products or promotional progsaf@ompetition continues to increase in the
market segments in which we participate, and weexpompetition to further increase in the futdirereby leading to increased pricing pressures.
Larger competitors with more diverse product offgs
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may reduce the price of products that compete outls in order to promote the sale of other prodactaay bundle them with other products.
Additionally, although we price our products andveees worldwide in U.S. dollars, currency fluctioais in certain countries and regions may
negatively impact actual prices that partners arsaners are willing to pay in those countries aglons. Furthermore, we anticipate that the awerag
sales prices and gross profits for our productsdeitrease over product life cycles. We cannotrasgou that we will be successful in developing and
introducing new offerings with enhanced functiotyatin a timely basis, or that our product offeringéntroduced, will enable us to maintain our
prices and gross profits at levels that will allog/to maintain profitability.

Reliance on a concentration of shipments at the esfdhe quarter could cause our billings and reveato fall below expected leve

As a result of customer-buying patterns and theresffof our sales force and channel partners td oreexceed quarterly quotas, we have
historically received a substantial portion of egadlarter’'s sales orders and generated a substpati#dn of each quarter’s billings and revenudryr
the last two weeks of the quarter. For exampleaw@arage over the past eight quarters, our shipnaemisg the last two weeks of each quarter
accounted for approximately 33% of aggregate Ilgflifor each quarter. If expected orders at theoéraahy quarter are delayed for any reason,
including the failure of anticipated purchase osdermaterialize, our logistics partners’ inabilityship products prior to quarter-end to fulfillrphase
orders received near the end of the quarter, durdéato manage inventory to meet demand, our litgho release new products on schedule, any
failure of our systems related to order review pratessing, any delays in shipments based on t@meliance requirements, or any shipment delays
based on labor disputes at shipping ports, ounggland revenue for that quarter could fall betaw expectations or those of securities analysis an
investors, resulting in a decline in our stock eric

Unless we continue to develop better market awassnaf our company and our products and to improead generation, our revenue may not
continue to grow.

Increased market awareness of our capabilitiepeardlicts and increased lead generation are edgentiar continued growth and our
success in all of our markets, particularly for uge enterprise, service provider and governroggdnization market. We have historically had
relatively low spending on certain marketing adids. While we have recently been increasing ovestments in sales and marketing, it is not clear
that these investments will continue to resulhicréased revenues. If our investments in additisal@ls personnel or if our marketing programs ate n
successful in continuing to create market awareofsar company and products, our business, firurcindition and results of operations will be
adversely affected, and we will not be able to eohisustained growth.

We rely on third-party channel partners to generagebstantially all of our revenue. If our partnergil to perform, our ability to sell our products
and services will be limited, and if we fail to @pitize our channel partner model going forward, ooperating results will be harmed.

Substantially all of our revenue is generated tghosales by our channel partners, which includeiligors and resellers. We depend upon
our channel partners to generate sales opportsigitid manage the sales process. To the extenhannel partners are unsuccessful in selling our
products, or we are unable to enter into arrangésneith, and retain, a sufficient number of higlality channel partners in each of the regions in
which we sell products, and keep them motivatesktbour products, our ability to sell our produatsl operating results will be harmed. The
termination of our relationship with any signifi¢arthannel partner may adversely impact our saldsogerating results.

We provide sales channel partners with specifigrams to assist them in selling our products andritivize them to sell our products, but
there can be no assurance that these programisendlifective. In addition, our channel partners m@ynsuccessful in marketing, selling and
supporting our products and services and may paechreore inventory than they can sell. Our chanaghprs generally do not have minimum
purchase requirements. Some of our channel pamm&yshave insufficient financial resources to wigimel changes and challenges in business
conditions. In addition, if our channel partnetigacial condition or operations weaken it couldatésely impact their ability to sell our produatda
services. They may also market, sell and suppodynts and services that are competitive with cumd, may devote more resources to the marketing,
sales and support of such products. They may @ge imcentives to promote our competitors’ prodethe detriment of our own. They may cease
selling our products altogether. We cannot assatetlyat we will retain these channel partners at te will be able to secure additional or
replacement partners or that existing channel pestwill continue to perform. The loss of one omrenof our significant channel partners or the falu
to obtain and ship a number of large orders eaahtgputhrough them could harm our operating resDitsing fiscal 2014, fiscal 2013, and fiscal 2012,
Exclusive Networks Group, which distributed ounsiins to a large group of resellers and end-custspaccounted for 15%, 12%, and 11% of our
total revenue, respectively. In addition, any nedes channel partner will require extensive trajramd may take several months or more to achieve
productivity. Our channel partner sales structunglat subject us to lawsuits, potential liabilitydan
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reputational harm if, for example, any of our chelrpartners misrepresent the functionality of owdpicts or services to end-customers or our channe
partners violate laws or our corporate policies. 8pend on our global channel partners to complly applicable legal and regulatory requirements.
To the extent that they fail to do so, that couddéna material adverse effect on our businessatipgrresults, and financial condition. If we faul
optimize our channel partner model or fail to managisting sales channels, our business will bewsgy harmed.

Actual, possible or perceived defects or vulnerdlgs in our products or services, the failure ofioproducts or services to prevent a virus or
security breach, or misuse of our products couldrhaour reputation and divert resource

Because our products and services are complexhiénay contained and may contain defects or ernartsatre not detected until after their
commercial release and deployment by our custorbafects or vulnerabilities may impede or blockwaak traffic or cause our products or services
to be vulnerable to electronic break-ins or cateentto fail to help secure networks. We cannot enthat our products will prevent all security
threats. Because the techniques used by compuikeitsato access or sabotage networks change fréyjaend generally are not recognized until
launched against a target, we may be unable toipaté these techniques. In addition, defectsrrgin our FortiGuard security subscription update
or our FortiGate appliances could result in a failaf our FortiGuard services to effectively updatel-customers’ FortiGate appliances and thereby
leave customers vulnerable to attacks. Furthernmanesolutions may also fail to detect or prevanises, worms or similar threats due to a number of
reasons such as the evolving nature of such thaadtshe continual emergence of new threats thahaefail to add to our FortiGuard databases in
time to protect our end-customers’ networks. OutiBoiard or FortiCare data centers and networks atsyy experience technical failures and
downtime, and may fail to distribute appropriatelages, or fail to meet the increased requirememntsitocustomer base. Any such technical failure,
downtime, or failures in general may temporarilypermanently expose our end-customers’ networksijrig their networks unprotected against the
latest security threats.

An actual, possible or perceived security breadhnfection of the network of one of our end-custosyeegardless of whether the breach is
attributable to the failure of our products or seeg to prevent the security breach, could advweébct the market's perception of our security
products and services and, in some instances,cdulgdo potential liability that is not contractiydimited. We may not be able to correct any ségu
flaws or vulnerabilities promptly, or at all. Ourgolucts may also be misused by end-customersrar gghrties who obtain access to our products. For
example, our products could be used to censorteraecess to certain information on the Interne¢hSuse of our products for censorship could result
in negative press coverage and negatively affecteputation, even if we take reasonable measarpsetzent any improper shipment of our products
or if our products are provided by an unauthorided-party. Any actual, possible, or perceivedei¢s$, errors or vulnerabilities in our products, or
misuse of our products, could result in:

. expenditure of significant financial and proddetzelopment resources in efforts to analyze, cgrediminate or work-around errors
or defects or to address and eliminate vulneradslit

. loss of existing or potential eralistomers or channel partn

. delayed or lost revent

. delay or failure to attain market accepta

. negative publicity, which will harm our reputaticemc

. litigation, regulatory inquiries or investigatie that may be costly and harm our reputation imngbhme instances, subject us to

potential liability that is not contractually lineid.

Our business and operations have experienced growtid if we do not appropriately manage any futuyeowth, or are unable to improve our
systems and processes, our operating results weilhbgatively affectec

Our business has grown over the last several yagsely heavily on information technology systeim$ielp manage critical functions such
as order processing, revenue recognition, finaricracasts, inventory and supply chain managenmmahtrade compliance reviews. Certain of these
systems were developed by us for our internal ngeaa such may have a higher risk of failure oraoceive the same level of support as systems
purchased from and supported by external technatogypanies. In addition, we have been slow to adogtimplement certain automated functions,
which could have a negative impact on our busiressexample, a large part of our order processgligs on the manual processing of emails
internally and receipt of customer purchase orteaugh email and, to a lesser extent, throughtreleic data interchange

14




Table of Contents

from our customers. Combined with the fact thatmagy receive a majority of our orders in the last feeeks of any given quarter, a significant
interruption in our email service or other systarsld result in delayed order fulfillment and dexged revenue for that quarter. To manage any future
growth effectively, we must continue to improve angband our information technology and financiélaetructure, operating and administrative
systems and controls, and continue to manage heataapital and processes in an efficient maniermay not be able to successfully implement
requisite improvements to these systems, contralgpaocesses, such as system access and changgemanacontrols, in a timely or efficient
manner. We purchased a new enterprise resourceipipsystem during the second quarter of fiscal2@%e are in the early stages of implementing
the new system and, as a result, we have incunedvél continue to incur additional costs in contien with implementing the system. In addition,
we may experience some disruption during the systgmementation process. Our failure to improve systems and processes, or their failure to
operate in the intended manner, may result in maiility to manage the growth of our business anakcturately forecast our revenue, expenses and
earnings, or to prevent certain losses. In addithom systems and processes may not prevent arta@gtterrors, omissions or fraud. Our productivity
and the quality of our products and services mag bk adversely affected if we do not integrateteaid our new employees quickly and effectively.
Any future growth would add complexity to our orgzation and require effective coordination throughour organization. Failure to manage any
future growth effectively could result in increasaabts and harm our results of operations.

If our estimates or judgments relating to our crithl accounting policies are based on assumptionattbthange or prove to be incorrect, o
operating results could fall below expectationss#curities analysts and investors, resulting in @atine in our stock price.

The preparation of financial statements in confeymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the amounts reportétticonsolidated financial statements and accoyipgmotes. We base our estimates on historical
experience and on various other assumptions théielieve to be reasonable under the circumstaasgsovided in “Management’s Discussion and
Analysis of Financial Condition and Results of Gggiems” in this Annual Report on Form 10-K, theuks of which form the basis for making
judgments about the carrying values of assetsiahiliies that are not readily apparent from otheurces. Our operating results may be adve
affected if our assumptions change or if actualuirstances differ from those in our assumptionschvbould cause our operating results to fall below
the expectations of securities analysts and invgstesulting in a decline in our stock price. $igant assumptions and estimates used in prepatir
consolidated financial statements include thossedlto revenue recognition, stock-based comp@amsatipense, valuation of inventory, warranty
liabilities, goodwill and other long-lived assets/estments, accounting for income taxes, litigatmd settlement costs and other loss contingencies
sales returns and allowances, reserve for bad detitthe accounting for business combinations.

We offer retroactive price protection to certain otir major distributors, and if we fail to balancéneir inventory with end-customer demand for our
products, our allowance for price protection may madequate, which could adversely affect our resubf operations

We provide certain of our major distributors wittice protection rights for inventories of our pratiiheld by them. If we reduce the list pr
of our products, certain distributors receive refsior credits from us that reduce the price of suoducts held in their inventory based upon the ne
list price. Future credits for price protection Mdépend on the percentage of our price reducfimnthe products in inventory and our ability tomage
the levels of our major distributors’ inventoridfsfuture price protection adjustments are higlnamt expected, our future results of operationsccbal
materially and adversely affected.

Because we depend on several t-party manufacturers to build our products, we asesceptible to manufacturing delays that could peew us
from shipping customer orders on time, if at allnd may result in the loss of sales and customers] ¢éird-party manufacturing cost increases
could result in lower gross margins.

We outsource the manufacturing of our security iappk products to a variety of contract manufantupartners and original design
manufacturing partners.

Our reliance on our third-party manufacturers iiafend elsewhere reduces our control over the maatwing process, exposing us to risks,
including reduced control over quality assurancedpct costs and product supply and timing. Any wufiacturing disruption by our third-party
manufacturers could impair our ability to fulfilkders. If we are unable to manage our relationshifisthese third-party manufacturers effectively,
if these third-party manufacturers experience delmcreased manufacturing letwhes, disruptions, capacity constraints or qualdptrol problems i
their manufacturing operations, or fail to meet future requirements for timely delivery, our atyilio ship products to our customers could be
impaired and our business would be seriously harmed
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These manufacturers fulfill our supply requiremesmighe basis of individual purchase orders. Weehavlong-term contracts or
arrangements with certain of our third-party maotifeers that guarantee capacity, the continuatigradicular payment terms or the extension of
credit limits. Accordingly, they are not obligategcontinue to fulfill our supply requirements, aheé prices we are charged for manufacturing ses
could be increased on short notice. If we are reguio change third-party manufacturers, our ghititmeet our scheduled product deliveries to our
customers would be adversely affected, which coalgse the loss of sales and existing or potenigtbeners, delayed revenue or an increase in our
costs which could adversely affect our gross margdur individual product lines are generally mastifired by only one manufacturing partner. Any
production or shipping interruptions for any regssuch as a natural disaster, epidemic, capaditstades, quality problems, or strike or other labor
disruption, at one of our manufacturing partnershapping ports or locations would severely affeles of our product lines manufactured by that
manufacturing partner. Furthermore manufacturingy oereases for any reason could result in lowesgmargins.

Our proprietary FortiASIC, which is the key to therformance of our appliances, is fabricated bytremh manufacturers in foundries opere
by UMC and TSMC. Faraday (using UMC'’s foundry), Kewb (using TSMC'’s foundry) and Renesas (using UMfdundry) manufacture our ASICs
on a purchase order basis, and UMC and TSMC dgumriantee any capacity and could reject orders ffaraday, KMicro or Renesas or could try
increase pricing. Accordingly, the foundries aré¢ eldigated to continue to fulfill our supply regeinents, and due to the long lead time that a new
foundry would require, we could suffer temporantarg term inventory shortages of our FortiASIOagd| as increased costs. Our suppliers may also
prioritize orders by other companies that ordehbigrolumes of products. If any of these supplieagerially delays its supply of ASICs or specific
product models to us, or requires us to find aeradite supplier and we are not able to do so anedyt and reasonable basis, or if these foundries
materially increase their prices for fabricationoof ASICs or specific product models, our businesald be harmed.

In addition, our reliance on third-party manufaetsrand foundries limits our control over enviromtaé regulatory requirements such as the
hazardous substance content of our products anefthe our ability to ensure compliance with thedpean Union’s (“EU”) Restriction of Hazardous
Substances Directive (“RoHS”) and other similardait also exposes us to the risk that certain ralseand metals, known as “conflict minerals,” that
are contained in our products have originated énDbmocratic Republic of the Congo or an adjoirdagntry. As a result of the passage of the Dodd-
Frank Wall Street Reform and Consumer ProtectioncA@010, the SEC adopted new disclosure requinésrfer public companies whose products
contain conflict minerals that are necessary tduhetionality or production of such products. Untleese rules, we are required to obtain sourcing
data from suppliers, perform supply chain due dilice, and file annually with the SEC a specialdisdlosure report on Form SD covering the prior
calendar year. We have incurred and expect to iadditional costs to comply with the rules, inchglicosts related to the determination of the origin
source and chain of custody of the conflict minetaded in our products and the adoption of conticterals-related governance policies, processes
and controls. Moreover, the implementation of ghesmpliance measures could adversely affect thecism, availability, and pricing of materials
used in the manufacture of our products to thendxtet there may be only a limited number of sigyplthat are able to meet our sourcing
requirements. There can be no assurance that Whendible to obtain such materials in sufficienamfities or at competitive prices. We may also
encounter customers who require that all of thepgmmants of our products be certified as conflieefrlf we are not able to meet customer
requirements, such customers may choose to nohasewur products, which could impact our salestla@dalue of portions of our inventory.

Because some of the key components in our prodaoisie from limited sources of supply, we are susit#ptto supply shortages, long lead times
components, and supply changes, each of which caligtupt or delay our scheduled product delivertesour customers, result in inventory
shortage, and may result in the loss of sales andtomers, and increased component costs may resutiwer gross margins

We and our contract manufacturers currently purelsaseral key parts and components used in thefaate of our products from limited
sources of supply. We are therefore subject toiseof shortages and long lead times in the suppihese components and the risk that component
suppliers discontinue or modify components useaslinproducts. We have in the past experiencedaemdurrently experiencing, shortages and long
lead times for certain components. Certain of ouitéd source components for particular appliarases suppliers of those components include:
specific types of central processing units fronellnddvanced Micro Devices, Inc., and RMI/Netlo@orporation, network chips from Broadcom
Corporation, Marvell Technology Group Ltd. and Inend hard drives from Western Digital Technolsgiec. The introduction by component
suppliers of new versions of their products, pattidy if not anticipated by us or our contract macturers, could require us to expend significant
resources to incorporate these new component®intproducts. In addition, if these suppliers werdiscontinue production of a necessary part or
component, we would be required to expend significasources and time in locating and integrateémlacement parts or components from another
vendor. Qualifying additional suppliers for limitsdurce parts or components can be time-consurmid@xpensive.
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Our manufacturing partners have experienced load tienes for the purchase of components incorpdriate our products. Lead times for
components may be adversely impacted by factossdriof our control, such as natural disastersaner factors. Our reliance on a limited numbe
suppliers involves several additional risks, inahggd

. a potential inability to obtain an adequate suplyequired parts or components when requ
. financial or other difficulties faced by our supgh

. infringement or misappropriation of our intelledtpaoperty

. price increase

. failure of a component to meet environmental oeotiegulatory requiremen

. failure to meet delivery obligations in a timelysfaon; ani

. failure in component qualit

The occurrence of any of these events would beipliste to us and could seriously harm our busin&sg.interruption or delay in the supply
of any of these parts or components, or the inghid obtain these parts or components from alteresaurces at acceptable prices and within a
reasonable amount of time, would harm our abibtyneet our scheduled product deliveries to ouritligors, resellers and end-customers. This could
harm our relationships with our channel partnesemd-customers and could cause delays in shipofientr products and adversely affect our results
of operations. In addition, increased componentscosuld result in lower gross margins.

We are exposed to fluctuations in currency exchangées, which could negatively affect our financiabndition and results of operations.

A majority of our operating expenses are incurretside the United States. These expenses are deat@uiiin foreign currencies and are
subject to fluctuations due to changes in foreigmency exchange rates, particularly changes ifEtive and Canadian dollar. Although we have been
hedging currency exposures relating to certainfz@aheet accounts, if we stop hedging againsoathese risks or if our attempts to hedge against
these currency exposures are not successful,mmdial condition and results of operations cod@dbiversely affected. In addition, our sales catdi
are primarily denominated in U.S. dollars and tfees while substantially all of our revenue is sabject to foreign currency risk, it does not sesg
a hedge to our foreign currency-denominated opegakpenses. In addition, a strengthening of ti& dollar could increase the real cost of our
products to our customers outside of the UniteteStavhich could also adversely affect our finahctadition and results of operations.

We are subject to governmental export and imporhtols that could subject us to liability, restriicin on sales, and/or impair our ability to compete
in international markets.

Because we incorporate encryption technology intoppoducts, certain of our products are subjett.®. export controls and may be
exported outside the United States only with tligied export license or through an export licezwsseption. If we were to fail to comply with U.S.
export licensing, U.S. Customs regulations and imnpagulations, U.S. economic sanctions and otbantries’ import and export laws, we could be
subject to substantial civil and criminal penaltiesluding fines for the company and incarcerafmmresponsible employees and managers, and the
possible loss of export or import privileges. Imd@idn, if our channel partners fail to obtain appriate import, export or re-export licenses ompuiés,
for orders placed by partners as stocking orderexXample, we may also be adversely affected throaegutational harm and penalties and we ma)
be able to provide support related to appliancespshl pursuant to such orders. Obtaining the nacggxport license for a particular sale may be
time-consuming and may result in the delay or tifssales opportunities.

Furthermore, U.S. export control laws and econaaitctions prohibit the shipment of certain prodtetsd.S. embargoed or sanctioned
countries, governments and persons. Even thoughkeeprecautions to prevent our product from bsimgped to U.S. sanctions targets, our products
could be shipped to those targets by our channmi&igra, despite such precautions. Any such shipemritd have negative consequences including
government investigations and penalties and rejpattharm. In addition, various countries reguthte import of certain encryption technology,
including import permitting/licensing requiremerasd have enacted laws that could limit our abtlitglistribute our products or could limit our
customers’ ability to implement our products ingaaountries. Changes in our products or changesport and import regulations may create delays
in the introduction of our products in internatibnzarkets, prevent our customers with

17




Table of Contents

international operations from deploying our produgibbally or, in some cases, prevent the exparnport of our products to certain countries,
governments or persons altogether. Any changeporéxr import regulations, economic sanctionsetaited legislation, shift in the enforcement or
scope of existing regulations, or change in thentes, governments, persons or technologies tdd®t such regulations, could result in decreased
use of our products by, or in our decreased aliitgxport or sell our products to, existing orgdtal customers with international operations. Any
decreased use of our products or limitation onaduility to export or sell our products would likedglversely affect our business, financial condition
and results of operations.

If we fail to comply with environmental requiremesit our business, financial condition, operating ngis and reputation could be adverse
affected.

We are subject to various environmental laws agdlegions including laws governing the hazardougeni@ content of our products and
laws relating to the recycling of electrical andattonic equipment. The laws and regulations tactviwe are subject include the EU, RoHS and the
Waste Electrical and Electronic Equipment Direc(f&EEE Directive”) as well as the implementing iglgtion of the EU member states. Similar
laws and regulations have been passed or are geimd@hina, South Korea, Norway and Japan and reagnlacted in other regions, including in the
United States, and we are, or may in the futuresbigject to these laws and regulations.

The EU RoHS and the similar laws of other jurisdics ban the use of certain hazardous materials @sitead, mercury and cadmium in the
manufacture of electrical equipment, including products. We have incurred costs to comply witlséhlaws, including research and development
costs, costs associated with assuring the suppigrapliant components and costs associated wittimgrdff noncompliant inventory. We expect to
continue to incur costs related to environmentakland regulations in the future. With respech®EU RoHS, we and our competitors rely on an
exemption for lead in network infrastructure equgm It is possible this exemption will be revokedhe near future. If this exemption is revokdd, i
there are other changes to these laws (or theirgratation) or if new similar laws are passedtireojurisdictions, we may be required to reenginee
our products to use components compatible withethhegulations. This reengineering and componenrgtitution could result in additional costs to us
or disrupt our operations or logistics.

The EU has also adopted the WEEE Directive, whitjuires electronic goods producers to be respa&blthe collection, recycling and
treatment of such products. Although currently BUrinternational channel partners are responsiyl¢hie requirements of this directive as the
importer of record in most of the European coustimewhich we sell our products, changes in intetgtion of the regulations may cause us to incur
costs or have additional regulatory requirementsénfuture to meet in order to comply with thiseditive, or with any similar laws adopted in other
jurisdictions.

Our failure to comply with these and future envir@ntal rules and regulations could result in redwsades of our products, increased costs,
substantial product inventory write-offs, reputaibdamage, penalties and other sanctions.

A portion of our revenue is generated by sales twgrnment organizations, which are subject to a nioen of challenges and risk:

Sales to U.S. and foreign federal, state and lgoaérnmental agency end-customers have accountedpfartion of our revenue in past
periods, and we may in the future increase salgsvernment organizations. Sales to governmenmnizgtions are subject to a number of risks. Se
to government organizations can be highly competitexpensive and time consuming, often requiriggiicant upfront time and expense, with long

sales cycles and without any assurance that wenivila sale.

Government demand, sales, and payment for our ptedmd services may be negatively impacted by numsdactors and requirements
unique to selling to government agencies, such as:

. public sector budgetary cycl

. funding authorizations and requirements uniqugdvernment agencies, with funding or purchasétlyctions or delays adversely
affecting public sector demand for our products,

. geopolitical matters, ai

. rules and regulations applicable to certain govenmnsale:
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The rules and regulations applicable to sales t@igonent organizations may also negatively impalessto other organizations. To date, we
have had limited traction in sales to U.S. fedgmlernment agencies, and any future sales to gmesrhorganizations is uncertain. All of our sales t
government organizations have been made indirduthugh our distribution channel. Government orgatibons may have contractual or other legal
rights to terminate contracts with our distributarsl resellers for convenience or due to a defantt,any such termination may adversely impact our
future results of operations. For example, if tigributor receives a significant portion of itveamue from sales to such government organizatien, t
financial health of the distributor could be subsigly harmed, which could negatively affect outure sales to such distributor. Governments
routinely investigate and audit government contnettadministrative processes, and any unfavorabtbt could result in the government refusing to
continue buying our products and services, a réoluctf revenue or fines or civil or criminal liaiyl if the audit uncovers improper or illegal adties.
Any such penalties could adversely impact our tesafloperations in a material way. Finally, pusbsby the U.S. government may require certain
products to be manufactured in the United Statesogimer high cost manufacturing locations, and veg mot manufacture all products in locations
meet the requirements of the U.S. government.

False detection of viruses or security breachedaise identification of spam or spyware could adsely affect our business.

Our antivirus and our intrusion prevention servioesy falsely detect viruses or other threats tbhatat actually exist. This risk is heightened
by the inclusion of a “heuristics” feature in oupgucts, which attempts to identify viruses anceothreats not based on any known signatures but
based on characteristics or anomalies that magatelihat a particular item is a threat. When ogkeustomers enable the heuristics feature in our
products, the risk of falsely identifying virusesdaother threats significantly increases. Thessefpbsitives, while typical in the industry, maypeir
the perceived reliability of our products and miagrefore adversely impact market acceptance opgducts. Also, our anti-spam and anti-malware
services may falsely identify emails or programsiawanted spam or potentially unwanted programalternatively fail to properly identify unwant
emails or programs, particularly as spam emailspgware are often designed to circumvent anti-spaspyware products. Parties whose emails or
programs are blocked by our products may seek sedmgainst us for labeling them as spammers orameywr for interfering with their business. In
addition, false identification of emails or prograias unwanted spam or potentially unwanted prograaysreduce the adoption of our products. If our
system restricts important files or applicationsdshon falsely identifying them as malware or sather item that should be restricted, this could
adversely affect end-customers’ systems and caaserial system failures. Any such false identificatof important files or applications could result
in negative publicity, loss of end-customers arldssancreased costs to remedy any problem, arity ditigiation.

If our internal network system is compromised bynsputer hackers, public perception of our productsdaservices will be harme

We will not succeed unless the marketplace is dentfi that we provide effective network securitytpotion. Because we provide network
security products, we may be a more attractiveetaiay attacks by computer hackers. Although weehaat experienced significant damages from
unauthorized access by a third party of our intemaéwork, if an actual or perceived breach of re#security occurs in our internal systems it doul
adversely affect the market perception of our potsland services. In addition, such a securitydireauld impair our ability to operate our business
including our ability to provide FortiGuard secyrgubscription and FortiCare technical supportises/to our end-customers. If this happens, our
revenue could decline and our business could suffer

Our ability to sell our products is dependent oretlquality of our technical support services, andrdailure to offer high quality technical support
services would have a material adverse effect onsales and results of operation

Once our products are deployed within our end-ensts’ networks, our end-customers depend on otnteal support services, as well as
the support of our channel partners, to resolveissuyes relating to our products. If we or our cte@martners do not effectively assist our custanire
deploying our products, succeed in helping ouramsts quickly resolve post-deployment issues, aadige effective ongoing support, our ability to
sell additional products and services to existimgt@mers would be adversely affected and our répataith potential customers could be damaged.
Many large end-customers, service provider and gorent organization end-customers require highesi$eof support than smaller end-customers
because of their more complex deployments. If viledaneet the requirements of our larger end-austs, it may be more difficult to execute on our
strategy to increase our penetration with entegpriservice providers and government organizatidas result, our failure to maintain high quality
support services would have a material adverseteffe our business, financial condition and resofltgperations.
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We could be subject to changes in our tax rateg gdoption of new U.S. or international tax legisian or exposure to additional tax liabilities.

We are subject to taxes in the United States antemus foreign jurisdictions, where a number of eulysidiaries are organized. Our
provision for income taxes is subject to volatityd could be adversely affected by several factoasiy of which are outside of our control, inchugt

. earnings being lower than anticipated in coestthat have lower tax rates and higher than gatied in countries that have higher
tax rates;

. the mix of earnings in countries with differingtstimry tax rates or withholding tax

. changes in the valuation of our deferred tax asseddiabilities

. expiration of, or lapses in the research and deweémnt tax credit law

. transfer pricing adjustmen

. an increase in non-deductible expenses for taggses, including certain stock-based compensatipense, write-offs of acquired

in-process research and development, and impairaiey@odwill;

. tax costs related to intercompany realignmi

. tax assessments resulting from income tax audiprelated tax interest or penalties that coigdicantly affect our provision fc
income taxes for the period in which the settlentakes place;

. a change in our decision to indefinitely reinvesefgn earning:
. changes in accounting principles
. changes in tax laws and regulations includingsgile changes in the United States to the taxafi@arnings of our foreign

subsidiaries, and the deductibility of expenseabattable to foreign income, or the foreign taxditeules, or changes to the U.S.
income tax rate, which would necessitate a revianaif our deferred tax assets and liabilities.

Significant judgment is required to determine theognition and measurement attribute prescribélddrinancial Accounting Standards
Board (“FASB”) standard. In addition, the standapplies to all income tax positions, including pential recovery of previously paid taxes, which
if settled unfavorably could adversely impact otovision for income taxes or additional paid-in italp Further, as a result of certain of our ongoin
employment and capital investment actions and camerits, our income in certain foreign countriesubject to reduced tax rates and in some ca
wholly exempt from tax. Our failure to meet thesentnitments could adversely impact our provisionifimome taxes. In addition, we are subject to
the examination of our income tax returns by treriml Revenue Service (“IRS”) and other tax autlesr: We regularly assess the likelihood of
adverse outcomes resulting from such examinatimagtermine the adequacy of our provision for inedaxes.

Although we currently do not have a valuation abmee, we may in the future be required to estalboligh We will continue to assess the
need for a valuation allowance on the deferrecht®et by evaluating both positive and negativeesdd that may exist.

Forecasting our estimated annual effective tax ragecomplex and subject to uncertainty, and therayrbe material differences between our
forecasted and actual tax rate

Forecasts of our income tax position and effediierate are complex, subject to uncertainty antbgie updates because our income tax
position for each year combines the effects of awhprofits earned and losses incurred by us ifoua tax jurisdictions with a broad range of in@m
tax rates, as well as changes in the valuatiorefdrded tax assets and liabilities, the impactasfous accounting rules and changes to these aunkbs
tax laws, the results of examinations by variousatathorities, and the impact of any acquisitiamsibess combination or other reorganization or
financing transaction. To forecast our global t@ey we estimate our pre-tax profits and lossgsifisdiction and forecast our tax expense by
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jurisdiction. If the mix of profits and losses, @bility to use tax credits, or effective tax rabggjurisdiction is different than those estimatedt actua
tax rate could be materially different than foreéedswhich could have a material impact on ourltesaf business, financial condition and results of
operations.

As a multinational corporation, we conduct our besk in many countries and are subject to taxatiomany jurisdictions. The taxation of ¢
business is subject to the application of multgohel sometimes conflicting tax laws and regulatiassvell as multinational tax conventions. Our
effective tax rate is highly dependent upon theggaphic distribution of our worldwide earnings oss$es, the tax regulations and tax holidays in each
geographic region, the availability of tax creditel carryforwards, and the effectiveness of ouptarning strategies. The application of tax lawd a
regulations is subject to legal and factual intetgtion, judgment and uncertainty. Tax laws theweselre subject to change as a result of changes in
fiscal policy, changes in legislation, and the etioih of regulations and court rulings. Consequern#ixing authorities may impose tax assessments or
judgments against us that could materially impaxttax liability and/or our effective income taxee

In addition, we may be subject to examination afiaaome tax returns by the IRS and other tax aitibs. If tax authorities challenge the
relative mix of U.S. and international income, @uture effective income tax rates could be advgraéfected. While we regularly assess the likelit
of adverse outcomes from such examinations anddbgquacy of our provision for income taxes, tharelze no assurance that such provision is
sufficient and that a determination by a tax aduthavill not have an adverse effect on our businéssncial condition and results of operations.

Our inability to acquire and integrate other busisses, products or technologies could seriously hamm competitive position.

In order to remain competitive, we may seek to aegadditional businesses, products, or technotogiel intellectual property, such as
patents. If we identify an appropriate acquisittamdidate, we may not be successful in negotidtiagerms of the acquisition, financing the
acquisition, or effectively integrating the acqugiteusiness, product, technology or intellectuapprty into our existing business and operations. We
may have difficulty incorporating acquired techrgits, intellectual property or products with ouiséirg product lines and maintaining uniform
standards, controls, procedures and policies. Qerdiigence may fail to identify all of the prolis, liabilities or other shortcomings or challengés
an acquired business, product or technology, inctussues with intellectual property, product dgyadr product architecture, regulatory compliance
practices, revenue recognition or other accourgiagtices or employee or customer issues, and wenataaccurately forecast the financial impact of
an acquisition. In addition, any acquisitions we able to complete may be dilutive to revenue gnaavid earnings and may not result in any synergies
or other benefits we had expected to achieve, wtneid result in impairment charges that could ldesgantial. For example, in the second quarter of
2014, we recognized an impairment charge of $2ldomifor intangible assets from our acquisition@dyote Point Systems, Inc. Acquisitions durir
quarter may result in increased operating expeasésdversely affect our results of operationgtfat period or future periods compared to the tesul
that we have previously forecasted or achievedhEurcompleting a potential acquisition and inégigig acquired businesses, products, technologies
or intellectual property could significantly diverianagement time and resources.

Our business is subject to the risks of warrantgiohs, product returns, product liability and produdefects.

Our products are very complex and, despite tegtiitg to their release, have contained and mayaionindetected defects or errors,
especially when first introduced or when new varsiare released. Product errors have affectedettiermance of our products and could delay the
development or release of new products or new @essof products, adversely affect our reputatioth @ end-customersvillingness to buy produci
from us, and adversely affect market acceptangeaeption of our products. Any such errors oryela releasing new products or new versions of
products or allegations of unsatisfactory perforogacould cause us to lose revenue or market sharease our service costs, cause us to incur
substantial costs in redesigning the products,ecasgo lose significant ermsstomers, subject us to liability for damages @indrt our resources frol
other tasks, any one of which could materially addersely affect our business, results of operatsom financial condition. Our products must
successfully interoperate with products from otherdors. As a result, when problems occur in a ot may be difficult to identify the sources of
these problems. The occurrence of hardware andiaterrors, whether or not caused by our produootdd delay or reduce market acceptance o
products, and have an adverse effect on our bissaretfinancial performance, and any necessargioga may cause us to incur significant expenses.
The occurrence of any such problems could harnbosiness, financial condition and results of openat

Although we have limitation of liability provisioria our standard terms and conditions of sale, thay not fully or effectively protect us
from claims as a result of federal, state or Ié@ak or ordinances or unfavorable judicial decisionthe
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United States or other countries, and in some gistances we may be required to indemnify a custamiel, without a limitation on liability, for
certain liabilities, including potential liabilitiethat are not contractually limited. The sale smgport of our products also entail the risk ofdurct
liability claims. We maintain insurance to protagainst certain claims associated with the useiopooducts, but our insurance coverage may not
cover such claim at all or may not adequately cewsrclaim asserted against us, and in some irssamay subject us to potential liability that ig no
contractually limited. In addition, even claimsthitimately are unsuccessful could result in axpenditure of funds in litigation and divert
management’s time and other resources.

Our business is subject to the risks of earthquaki®, power outages, floods and other catastropbkivents, and to interruption by manmade
problems such as civil unrest, labor disruption, éterrorism.

A significant natural disaster, such as an eartkgufire, power outages, floods, or other catastiopvents could have a material adverse
impact on our business, operating results and ¢iadnondition. Our corporate headquarters aretémtan the San Francisco Bay Area, a region known
for seismic activity. In addition, natural disasteould affect our manufacturing vendors, suppligregistics providers’ ability to perform service
such as obtaining product components and manufagtproducts on a timely basis and assisting wiipraents on a timely basis. In the event our or
our service providers’ information technology sysseor manufacturing or logistics abilities are leretl by any of the events discussed above,
shipments could be delayed, resulting in us misBimancial targets, such as revenue and shipmegets for a particular quarter. In addition, regib
instability, civil unrest, labor disruptions, adfterrorism and other geo-political unrest couddige disruptions in our business or the businesarof
manufacturers, logistics providers, partners, a-eustomers or the economy as a whole. For examgglently, ports in the west coast of the United
States have experienced work slowdowns relatedgoiog union labor contract negotiations. Given typical concentration of sales at each quarter
end, any disruption in the business of our manufacs, logistics providers, partners or end-custartteat impacts sales at the end of our quartddcou
have a significant adverse impact on our quarteylts. To the extent that any of the above resultlelays or cancellations of customer ordershe
delay in the manufacture, deployment or shipmemiuwfproducts, our business, financial conditiod eesults of operations would be adversely
affected.

Risks Related to Our Industry

The network security market is rapidly evolving attte complex technology incorporated in our prodagehakes them difficult to develop. If we do
not accurately predict, prepare for and respond prptly to technological and market developments artthnging end-customer needs, our
competitive position and prospects will be harmed.

The network security market is expected to contitouevolve rapidly. Moreover, many of our end-caséos operate in markets characterized
by rapidly changing technologies and business plah&h require them to add numerous network acpesgs and adapt increasingly complex
enterprise networks, incorporating a variety ofdware, software applications, operating systemsnamaorking protocols. In addition, computer
hackers and others who try to attack networks eyniplcreasingly sophisticated techniques to gairessto and attack systems and networks. The
technology in our products is especially complegase it needs to effectively identify and resptindew and increasingly sophisticated methods of
attack, while minimizing the impact on network merhance. Additionally, some of our new products andancements may require us to develop
hardware architectures and ASICs that involve cemptxpensive and time consuming research and af@weint processes. Although the market
expects rapid introduction of new products or pricdenhancements to respond to new threats, théogement of these products is difficult and the
timetable for commercial release and availabiktyincertain and there can be long time periodsdmweleases and availability of new products. We
have in the past and may in the future experiememticipated delays in the availability of new pwots and services and fail to meet previously
announced timetables for such availability. If veerabt quickly respond to the rapidly changing aigdnous needs of our end-customers by developing
and releasing and making available on a timelysoasw products and services or enhancements thaéspond adequately to new security threats,
our competitive position and business prospectsh@iharmed.

Our URL database for our web filtering service méail to keep pace with the rapid growth of URLs antly not categorize websites in accordance
with our end-customers expectations.

The success of our web filtering service dependthermreadth and accuracy of our URL databaseoAgh our URL database currently
catalogs millions of unique URLSs, it contains oalportion of the URLSs for all of the websites thet available on the Internet. In addition, thaltot
number of URLs and software applications is growiggidly, and we expect this rapid growth to coméirin the future. Accordingly, we must identify
and categorize content for our security risk catiegaat an extremely rapid rate. Our databaseeuithblogies may not be able to keep pace with the
growth in the number of websites, especially thengng amount of content utilizing foreign languagesl the increasing sophistication of malicious
code and the delivery mechanisms associated wtvase, phishing and other hazards associated hthriternet. Further,
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the ongoing evolution of the Internet and compugngironments will require us to continually impeothe functionality, features and reliability ofrou
web filtering function. Any failure of our databasi® keep pace with the rapid growth and technoldgihange of the Internet could impair the market
acceptance of our products, which in turn couldrhaur business, financial condition and resulteggrations.

In addition, our web filtering service may not hesessful in accurately categorizing Internet goplieation content to meet our end-
customers’ expectations. We rely upon a combinatfcsutomated filtering technology and human reviewategorize websites and software
applications in our proprietary databases. Our@mstemers may not agree with our determinationsghdicular URLs should be included or not
included in specific categories of our databagesddition, it is possible that our filtering preses may place material that is objectionableair th
presents a security risk in categories that aremgdly unrestricted by our customers’ Internet aathputer access policies, which could result irhsuc
material not being blocked from the network. Cosedr, we may miscategorize websites such that aégsetenied to websites containing information
that is important or valuable to our customers. Arigcategorization could result in customer diséattion and harm our reputation. Any failure to
effectively categorize and filter websites accogdio our end-customers’ and channel partners’ gagiens could impair the growth of our business.

If our new products and product enhancements do achieve sufficient market acceptance, our resudfsoperations and competitive position w
suffer.

We spend substantial amounts of time and monegsearch and develop new products and enhancedn&di our existing products to
incorporate additional features, improved functlidpar other enhancements in order to meet outarners’ rapidly evolving demands for network
security in our highly competitive industry. Whee wevelop a new product or an enhanced version ekisting product, we typically incur expenses
and expend resources upfront to market, promotesatthe new offering. Therefore, when we develod introduce new or enhanced products, they
must achieve high levels of market acceptancederao justify the amount of our investment in depéng and bringing them to market.

Our new products or product enhancements coulddaittain sufficient market acceptance for mamsoms, including:

. delays in releasing our new products or enhancesrierthe marke

. failure to accurately predict market demandeimts of product functionality and to supply produttat meet this demand in a timely
fashion;

. failure of our sales force and partners to focuselting new product

. inability to interoperate effectively with thetworks or applications of our prospective engtomers

. inability to protect against new types of attacksezhniques used by hack

. actual or perceived defects, vulnerabilities, es@rfailures

. negative publicity about their performance or effemess

. introduction or anticipated introduction of competiproducts by our competitc

. poor business conditions for our exustomers, causing them to delay IT purchi

. easing of regulatory requirements around secuaity

. reluctance of customers to purchase products incating open source softwe

If our new products or enhancements do not achaeeguate acceptance in the market, our competitisgion will be impaired, our revenue
will be diminished and the effect on our operatiagults may be particularly acute because of tp@ifsiant research, development, marketing, sales
and other expenses we incurred in connection Wwigmew product or enhancement.
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Demand for our products may be limited by marketrgeption that individual products from one venddndt provide multiple layers of securit
protection in one product are inferior to point sation network security solutions from multiple veods.

Sales of most of our products depend on increasethdd for incorporating broad security functiomaiiit one appliance. If the market for
these products fails to grow as we anticipate business will be seriously harmed. Target custommeng view “all-in-one” network security solutions
as inferior to security solutions from multiple \wkems because of, among other things, their peimetiat such products of ours provide security
functions from only a single vendor and do notwllessers to choose “best-of-breed” defenses fromngntive wide range of dedicated security
applications available. Target customers might pimeive that, by combining multiple security ftiogs into a single platform, our solutions create
“single point of failure” in their networks, whiahneans that an error, vulnerability or failure of puoduct may place the entire network at risk. In
addition, the market perception that “all-in-onelgions may be suitable only for small and medgired businesses because such solution lacks the
performance capabilities and functionality of otkelutions may harm our sales to large enterpsisesice provider, and government organization end-
customers. If the foregoing concerns and percepti@ome prevalent, even if there is no factuakldasthese concerns and perceptions, or if other
issues arise with our market in general, demandnidti-security functionality products could be sesly limited, which would limit our growth and
harm our business, financial condition and rexfitgperations. Further, a successful and publiciaegeted attack against us exposing a “singletpoin
of failure” could significantly increase these cents and perceptions and may harm our businesseaunlis of operations.

We face intense competition in our market and weymack sufficient financial or other resources toamtain or improve our competitive position.
The market for network security products is intépsempetitive, and we expect competition to intBns the future. Our competitors
include companies such as Blue Coat, Check PoistoCDell/SonicWall, F5 Networks, FireEye, Intekifee, Juniper, Palo Alto Networks, and

others.

Many of our existing and potential competitors grgabstantial competitive advantages such as:

. greater name recognition and longer operating tést;

. larger sales and marketing budgets and reso!

. broader distribution and established relatiopshvith distribution partners and endstomers
. access to larger customer ba

. greater customer support resour

. greater resources to make acquisiti

. lower labor and development costs;

. substantially greater financial, technical and otlesource:

In addition, some of our larger competitors havessantially broader product offerings and levertigsr relationships based on other prod
or incorporate functionality into existing produatsa manner that discourages users from purchasingroducts. These larger competitors often have
broader product lines and market focus and arebigti@r position to withstand any significant retituc in capital spending by end-customers in these
markets. Therefore, these competitors will not swsceptible to downturns in a particular markito, many of our smaller competitors that
specialize in providing protection from a singledyof network security threat are often able tavéelthese specialized network security products to
the market more quickly than we can. Some of owallemncompetitors are using thighrty chips designed to accelerate performancedi@ons in out
markets could change rapidly and significantly assalt of technological advancements or continuragket consolidation. Our current and potential
competitors may also establish cooperative relatigpgs among themselves or with third parties they farther enhance their resources. In addition,
current or potential competitors may be acquiredhiryl parties with greater available resourcesl{sas Juniper’s acquisition of NetScreen
Technologies Inc., Intel's acquisition of McAfeeckfee’s acquisition of Stonesoft, Check Point’'suisiion of Nokia Corporations’ security
appliance business and Dell's acquisition of SorAdt\\), and new competitors may arise pursuant taugitions of network security companies or
divisions. As a result of such acquisitions, contjoet in our market may
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continue to increase and our current or potentieletitors might be able to adapt more quicklyaw nechnologies and customer needs, devote
greater resources to the promotion or sale of ghr@ducts and services, initiate or withstand sl price competition, take advantage of actjois

or other opportunities more readily or develop arpand their product and service offerings morelkjyithan we do. In addition, our competitors r
bundle products and services competitive with et other products and services. Customers magpacbese bundled products and services rather
than separately purchasing our products and senvige to budget constraints or economic downtwrganizations may be more willing to
incrementally add solutions to their existing netkveecurity infrastructure from competitors thaméplace it with our solutions. These competitive
pressures in our market or our failure to compétrgvely may result in price reductions, fewestamer orders, reduced revenue and gross margins
and loss of market share.

If functionality similar to that offered by our prducts is incorporated into existing network infrasicture products, organizations may deci
against adding our appliances to their network, whiwould have an adverse effect on our business.

Large, well-established providers of networkingipqent such as Cisco, F5 Networks, and Juniper,aifed may continue to introduce,
network security features that compete with oudpats, either in stand-alone security productssadditional features in their network infrastruetu
products. The inclusion of, or the announcemeitroihtent to include, functionality perceived todimilar to that offered by our security solutians
networking products that are already generally piszkas necessary components of network architeotay have an adverse effect on our ability to
market and sell our products. Furthermore, evéimeiffunctionality offered by network infrastructyysoviders is more limited than our products, a
significant number of customers may elect to aceeph limited functionality in lieu of adding apgatices from an additional vendor such as us. Many
organizations have invested substantial persomukfinancial resources to design and operate ttetworks and have established deep relationships
with other providers of networking products, whitlay make them reluctant to add new componentsionietworks, particularly from other vendors
such as us. In addition, an organizat®eXisting vendors or new vendors with a broad ypebdffering may be able to offer concessions watre no
able to match because we currently offer only netveecurity products and have fewer resources iemy of our competitors. If organizations are
reluctant to add additional network infrastructtrem new vendors or otherwise decide to work wiitkitt existing vendors, our business, financial
condition and results of operations will be advisrsdfected.

Risks Related to Intellectual Property
Our proprietary rights may be difficult to enforceyhich could enable others to copy or use aspeétsur products without compensating us.

We rely primarily on patent, trademark, copyrightidrade secrets laws and confidentiality proceslarel contractual provisions to protect
our technology. Valid patents may not issue fromprnding applications, and the claims eventudlgmaed on any patents may not be sufficiently
broad to protect our technology or products. Asyéxl patents may be challenged, invalidated oumivented, and any rights granted under these
patents may not actually provide adequate defeqsiviection or competitive advantages to us. Patpplications in the United States are typically
published until at least 18 months after filing, iorsome cases, not at all, and publications séalieries in industry-related literature lag betantlal
discoveries. We cannot be certain that we werditsieto make the inventions claimed in our pendigent applications or that we were the firsile
for patent protection. Additionally, the processbtaining patent protection is expensive and tamesuming, and we may not be able to prosecute all
necessary or desirable patent applications atsonadle cost or in a timely manner. In additiooerg changes to the patent laws in the United State
may bring into question the validity of certaintsadre patents and may make it more difficult anstlyao prosecute patent applications. As a result,
we may not be able to obtain adequate patent piatear effectively enforce our issued patents.

Despite our efforts to protect our proprietary t&lunauthorized parties may attempt to copy asp#atur products or obtain and use
information that we regard as proprietary. We galteenter into confidentiality or license agreensawith our employees, consultants, vendors and
customers, and generally limit access to and Hidon of our proprietary information. However, w&nnot assure you that the steps taken by us will
prevent misappropriation of our technology. Policimauthorized use of our technology or productifficult. In addition, the laws of some foreign
countries do not protect our proprietary rightasogreat an extent as the laws of the United Statesmany foreign countries do not enforce thass
as diligently as government agencies and privateesan the United States. From time to time, legdion by us may be necessary to enforce our
patents and other intellectual property rightgrmtect our trade secrets, to determine the vglatid scope of the proprietary rights of othertoor
defend against claims of infringement or invalidiBuch litigation could result in substantial ccetsl diversion of resources and could negatively
affect our business, operating results and findicoiadition. If we are unable to protect our prepaiy rights (including aspects of our software and
products protected
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other than by patent rights), we may find oursektes competitive disadvantage to others who neéthour the additional expense, time and effort
required to create the innovative products thaetenabled us to be successful to date.

Our products contain third-party open source soft@acomponents, and failure to comply with the terwisthe underlying open source software
licenses could restrict our ability to sell our pdacts.

Our products contain software modules licensedstbyuthird-party authors under “open source” ligensncluding the GNU Public License,
the GNU Lesser Public License (LGPL), the BSD Lemrthe Apache License and others. From time te, tihere have been claims against comp:
that distribute or use open source software i fh@iducts and services, asserting that open scofo@are infringes the claimants’ intellectual
property rights. We could be subject to suits bsties claiming infringement of intellectual properights in what we believe to be licensed open
source software. Use and distribution of open sosaftware may entail greater risks than use ofitparty commercial software, as open source
licensors generally do not provide warranties dieotontractual protections regarding infringen@aims or the quality of the code. Some open sc
licenses contain requirements that we make availsdairce code for modifications or derivative wonkscreate based upon the type of open source
software we use. If we combine our proprietarywsafe with open source software in a certain manmercould, under certain open source license
required to release the source code of our pra@gyieoftware to the public. This would allow oungaetitors to create similar products with lower
development effort and time and ultimately coulsutein a loss of product sales for us.

Although we monitor our use of open source softviaravoid subjecting our products to conditionsdeenot intend, the terms of many open
source licenses have not been interpreted by USitatks courts, and there is a risk that thesedescould be construed in a way that could impose
unanticipated conditions or restrictions on outighbio commercialize our products. In this evemg could be required to seek licenses from third
parties to continue offering our products, to mgkaerally available, in source code form, our pietpry code, to re-engineer our products, or to
discontinue the sale of our products if re-engimgecould not be accomplished on a timely basig,afrwhich could adversely affect our business,
operating results and financial condition.

Claims by others that we infringe their proprietatgchnology or other litigation matters could harour business.

Patent and other intellectual property disputescaramon in the network security industry. Thirdtfggs are currently asserting, have asserted
and may in the future assert claims of infringenwdnntellectual property rights against us. Thegynalso assert such claims against our@msiemer
or channel partners whom we typically indemnifyiagaclaims that our products infringe the inteliest property rights of third parties. As the numr
of products and competitors in our market increasesoverlaps occur, infringement claims may insee@ny claim of infringement by a third-party,
even those without merit, could cause us to inabstantial costs defending against the claim amddodistract our management from our business. In
addition, litigation may involve patent holding cpamies, non-practicing entities, or other adveedenqt owners who have no relevant product revenue
and against whom our own patents may thereforeigedittle or no deterrence or protection.

Although third parties may offer a license to thtethnology, the terms of any offered license matybre acceptable, and the failure to obte
license or the costs associated with any licens&laause our business, financial condition andlte®f operations to be materially and adversely
affected. In addition, some licenses may be notusie, and therefore, our competitors may havessto the same technology licensed to us.

Alternatively, we may be required to develop nofiiiging technology, which could require significaime, effort and expense and may
ultimately not be successful. Furthermore, a sigfaéslaimant could secure a judgment or we magado a settlement that prevents us from
distributing certain products or performing certa@rvices or that requires us to pay substantiakdges (including treble damages if we are found to
have willfully infringed such claimant’'s patentsaopyrights), royalties or other fees. Any of thesents could seriously harm our business, financia
condition and results of operations.

From time to time we are subject to lawsuits claignpatent infringement. We are also subject torditigation in addition to patent
infringement claims, such as employment-relatégditon and disputes, general commercial litiggtemd could become subject to other forms of
litigation and disputes, including stockholdergdtion. If we are unsuccessful in defending anyhsiaims, our operating results and financial
condition and results may be materially and advesiected. For example, we may be required to qaystantial damages and could be prevented
from selling certain of our products. Litigationitivor without merit, could negatively impact owrdiness, reputation, and sales in a material fashio

We have several on-going patent lawsuits and, aémen-practicing entity patent holding companiaséisent us
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letters proposing that we license certain of tpatents. Given this and the proliferation of lawsin our industry and other similar industriestiwgh
non-practicing entities and operating entities,expect that we will be sued for patent infringemiarthe future, regardless of the merits of anyhsuc
lawsuits. The cost to defend such lawsuits andaaiverse result in such lawsuits could have a natadverse effect on our results of operations and
financial condition.

We rely on the availability of third-party licenses

Many of our products include software or otherlietgual property licensed from third parties. layrbe necessary in the future to renew
licenses relating to various aspects of these mtsdur to seek new licenses for existing or nevdpets. There can be no assurance that the necessary
licenses would be available on acceptable ternag,afl. The inability to obtain certain licensesother rights or to obtain such licenses or rigits
favorable terms, or the need to engage in litigategarding these matters, could result in delaygaduct releases until equivalent technologylman
identified, licensed or developed, if at all, antegrated into our products and may have a matdigrse effect on our business, operating resuitd
financial condition. Moreover, the inclusion in qunoducts of software or other intellectual propdidcensed from third parties on a nonexclusivesas
could limit our ability to differentiate our prodiscfrom those of our competitors.

Risks Related to Ownership of our Common Stock

As a public company, we are subject to complianiéiatives that will require substantial time fromour management and result in significant
increased costs that may adversely affect our ofiagaresults and financial condition.

The Sarbanes-Oxley Act of 2002, the Ddeldnk Wall Street Reform and Consumer Protection &fc2010, as well as other ru
implemented by the SEC and The NASDAQ Stock Marikepose various requirements on public companiesuding requiring changes in corpol
governance practices. These and proposed corpggmaéznance laws and regulations under considerat@y further increase our compliance cos
compliance with these various legal and regulatequirements diverts our managemsrdttention from other business concerns, it cdalde i
material adverse effect on our business, finaraaldition and results of operations. The Sarb&hdsy Act requires, among other things, that
assess the effectiveness of our internal contrel éimancial reporting annually and disclosure colstand procedures quarterly. We completec
evaluation of our internal controls over finanai@porting for fiscal 2014 as required by Sectiod 40the Sarbane@xley Act of 2002. Although o
assessment, testing and evaluation resulted isangolusion that as of December 31, 2014, our imlezantrols over financial reporting were effect
we cannot predict the outcome of our testing iodi015 or future periods. In May 2013, the Contemitof Sponsoring Organizations of the Treac
Commission (“*COSQ”) issued an updated versionfriternal Control - Integrated Framework (“2012uifework”),which was originally issued
1992 to help organizations design, implement araduaste the effectiveness of internal controls. ABDecember 31, 2014, we completed our trans
to the 2013 Framework. We expect the continuingiireqnents of the new framework to increase ourljegounting and financial compliance cc
make some activities more difficult, tineensuming and costly, and place a significant bumle our personnel, systems and resources. Ifnbemia
controls or disclosure controls are ineffectivefuture periods, our business and reputation coeldhdrmed. We may incur additional expenses
commitment of managemesttime in connection with further evaluations, bathwhich could materially increase our operatingenses ar
accordingly reduce our operating results.

Changes in financial accounting standards may causgverse unexpected fluctuations and affect our oejed results of operations.

A change in accounting standards or practices anglng interpretations of existing accounting proncements, such as changes to standard:
related to revenue recognition which are effectoreus beginning on January 1, 2017, the increasedf fair value measure, and financial instrurs
could have a significant effect on our reportedficial results or the way we conduct our businésge do not ensure that our systems and processes
are aligned with the new standards, we could erteouwifficulties generating quarterly and annuahbficial statements in a timely manner, which
would have an adverse effect on our business andhility to meet our reporting obligations.

If securities or industry analysts stop publishimgsearch or publish inaccurate or unfavorable reseh about our business, our stock price a
trading volume could decline.

The trading market for our common stock will depémgart on the research and reports that secsigtiéndustry analysts publish about us or
our business. If we do not maintain adequate reReaverage or if one or more of the analysts wiwers us downgrades our stock or publishes
inaccurate or unfavorable research about our bssjrmeir stock price would likely decline. If onemore of these analysts ceases coverage of our
company or fails to publish reports on us regulatBmand for our stock could decrease, which coale our stock price and trading volume to
decline.
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The trading price of our common stock is likely be volatile.

The market price of our common stock is subjeetitte fluctuations in response to, among other thitige risk factors described in this
periodic report, and other factors such as rumofkictuations in the valuation of companies perediby investors to be comparable to us or
announcements regarding our share repurchase pragrd the timing and amount of shares we purchaderuthe program. For example, in fiscal
2014, the closing price of our common stock rarfgech $19.02 to $31.31.

Furthermore, the stock markets have experiencee prid volume fluctuations that have affected amdicue to affect the market prices of
equity securities of many companies. These fluainatoften have been unrelated or disproportiotatee operating performance of those companies.
These broad market and industry fluctuations, dkagegeneral economic, political, and market ctiads, such as recessions, interest rate changes ot
international currency fluctuations, may negativaffect the market price of our common stock.

In the past, many companies that have experienaladility in the market price of their stock havedn subject to securities class action
litigation. We may be the target of this type d¢ifjiation in the future. Securities litigation agstinis could result in substantial costs and divert
management’s attention from other business concestnish could seriously harm our business.

Anti-takeover provisions contained in our certificaté incorporation and bylaws, as well as provisions@elaware law, could impair a takeover
attempt.

Our certificate of incorporation, bylaws and Delagvkaw contain provisions that could have the gftéaendering more difficult, delaying or
preventing an acquisition deemed undesirable byoard of directors. Our corporate governance decusinclude provisions:

. providing for a classified board of directorsagle members serve staggered thyes:-terms

. authorizing “blank check” preferred stock, whiobuld be issued by the board without stockholg@raval and may contain voting,
liquidation, dividend and other rights superiootar common stock;

. limiting the liability of, and providing indemnifation to, our directors and office
. limiting the ability of our stockholders to call@dibring business before special meeti
. requiring advance notice of stockholder propesal business to be conducted at meetings oftoakisolders and for nominations of

candidates for election to our board of directors;

. providing that certain litigation matters may obky brought against us in state or federal courtisérState of Delawal
. controlling the procedures for the conduct and dalieg of board and stockholder meetings;
. providing the board of directors with the exgreswer to postpone previously scheduled annualingseand to cancel previously

scheduled special meetings.

These provisions, alone or together, could delgyevent hostile takeovers and changes in controhanges in our management.

As a Delaware corporation, we are also subjectdgigions of Delaware law, including Section 203fté Delaware General Corporation ¢
which prevents some stockholders holding more fl# of our outstanding common stock from engagingeirtain business combinations without
approval of the holders of a substantial majoritalbof our outstanding common stock.

Any provision of our certificate of incorporatiom bylaws or Delaware law that has the effect ogliglg or deterring a change in control

could limit the opportunity for our stockholdersrexeive a premium for their shares of our comntonks and could also affect the price that some
investors are willing to pay for our common stock.
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ITEM 1B. Unresolved Staff Comments
Not applicable.

ITEM 2.  Properties

In March 2014, we moved our corporate headquarte899 Kifer Road, Sunnyvale, California, where aven approximately 164,000 square
feet of office and building space.

Internationally, we lease approximately 14,000 sedeet of data center space and a total of apprately 98,000 square feet of office space
in two buildings in Burnaby, Canada under variaasks that expire between July 2015 and July 20408pximately 24,000 square feet and 31,000
square feet of office space in Ottawa, Canada uadeaise that expires in May 2015 and June 20%Beotively; approximately 19,000 square feet of
office space in Sophia, France under a lease dmites in December 2017; and approximately 26,@@ee feet of office space in Beijing, China
under a lease that expires in August 2015. Welafse sales and support offices in Australia, AasBelgium, the Czech Republic, Egypt, Finland,
Germany, Hong Kong, India, Indonesia, Israel, ltdgpan, Korea, Malaysia, Mexico, the Netherlahtsy Zealand, Philippines, Poland, Russia, S
Arabia, Singapore, Spain, Sri Lanka, Sweden, Sw#rd, Taiwan, Thailand, United Arab Emirates, #mel United Kingdom. We believe that our
existing properties are sufficient and suitabletfa conduct of our business.

For information regarding the geographical disbomset of our property and equipment, see Note Blitaonsolidated financial statements
in Part 11, Item 8 of this Annual Report on Form-KO

ITEM 3. Legal Proceedings

We are subject to various claims, complaints agellactions that arise from time to time in themak course of business. We believe that
possibility that any of these claims, complaint$egral proceedings will result in a material lossémote. There can be no assurance that exigting o
future legal proceedings arising in the ordinaryrse of business or otherwise will not have a nitadverse effect on our business, consolidated
financial position, results of operations or cdshws.
ITEM 4. Mine Safety Disclosure

Not applicable.

29




Table of Contents
Part Il
ITEM 5. Market for Registrant’ s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie

Our common stock is traded on The NASDAQ Globaé&eMarket under the symbol “FTNT.” The followingjie sets forth, for the time
periods indicated, the high and low closing sakésepof our common stock, as reported on The NASDBIQbal Select Market.

2014 2013
High Low High Low
Fourth Quarter $ 3131 $ 23.4¢  $ 21.9¢ $ 16.7¢
Third Quarter $ 26.7¢  $ 23.6¢ $ 21.4:  $ 17.2¢
Second Quarter $ 25.1: % 20.3¢  $ 229t $ 16.5:
First Quarter $ 23.8¢ $ 19.02 % 25.0C $ 19.0¢

Holders of Recorc

As of February 20, 2015 , there were 69 holdergodrd of our common stock. A substantially greatenber of holders of our common
stock are “street name” or beneficial holders, vehsisares are held by banks, brokers and othercidanstitutions.

Dividends

We have never declared or paid cash dividends onapital stock. We do not anticipate paying anshadividends in the foreseeable future.
Any future determination to declare cash dividewidsbe made at the discretion of our board of dioes and will depend on our financial condition,
operating results, capital requirements, genersiness conditions and other factors that our boadirectors may deem relevant.

Stock Performance Grap!

This performance graph shall not be deemed “filéal” purposes of Section 18 of the Exchange Adhaarporated by reference into any
filing of Fortinet under the Securities Act of 19338 amended (tt*Securities Act’ ), or the Exchange Act, except as shall be expresdiforth by
specific reference in such filing.

The following graph shows a comparison from Noveni® 2009 through December 31, 201f the cumulative total return for our comn
stock, the NASDAQ Composite Index, and the NASDA@ruter Index. Such returns are based on histaesalts and are not intended to suggest
future performance. Data for The NASDAQ Compositgelx and The NASDAQ Computer Index assume reinverstiof dividends. We have never
declared or paid cash dividends on our capitakstec do we anticipate paying any such cash divdden the foreseeable future.
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COMPARISON OF CUMULATIVE TOTAL RETURN*
Among Fortinet, Inc., The NASDAQ Composite Index ad
The NASDAQ Computer Index
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Fortinet, Inc. $ 10C $ 184 $ 24  $ 23¢ $ 21€ $ 34¢
NASDAQ Composite $ 10C % 117  $ 115§ 13¢ % 184 $ 20¢
NASDAQ Computer $ 10C $ 117  $ 11€  $ 132 $ 178 21C

* $100 invested on December 31, 2009 in stock dexnincluding reinvestment of dividends.
Sales of Unregistered Secuiritit

None.
Purchases of Equity Securities by the Issuer andildted Purchasers

Share Repurchase Program

On December 6, 2013, our board of directors autkdra Share Repurchase Program (the “Programf@ptarchase up to $200.0 million of
our outstanding common stock through December 314 20n October 17, 2014, our board of directotereded the Program through December 31,
2015. Under the Program, share repurchases mayte by us from time to time in privately negotiatethsactions or in open market transactions.
The Program does not require us to purchase a mminumber of shares, and may be suspended, modifi@idcontinued at any time without prior
notice. In fiscal 2014 , we repurchased 1.6 milbires of common stock under the Program in omgkehtransactions for an aggregate purchase
price of $38.6 million. The timing and amounts leése purchases were based on market conditionstl@dfactors, including price, and regulatory
requirements. The share repurchases were financaddilable cash balances. As of December 31, 28122.5 million remained available for future

share repurchases under the Program.
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The following table provides information with regpéo the shares of common stock we repurchasedgltive three months ended December
31, 2014 (in thousands, except share and per shaoants):

Approximate Dollar Value of

Total Number of Shares Shares that May Yet Be
Total Number of Shares Average Price i%ﬁ:j:ggda;::groérF(;Ub"CIy Purchased Under the Plans or
Period Purchased Paid per Share gram Programs
October 1 - October 31, 2014 178,960 $ 24.7¢ 178,96 $ 123,42¢
November 1 - November 30, 2014 35,000 % 26.71 35,000 % 122,49
December 1 - December 31, 2014 — % — — 3 122,49:

ITEM 6. Selected Financial Data

The following selected consolidated financial degaforth below was derived from our historical ited consolidated financial statements
should be read in conjunction with the sectiortittManagement’s Discussion and Analysis of FinalnCondition and Results of Operations” and
“Financial Statements and Supplementary Data,"athdr financial data included elsewhere in this dadrReport on Form 10-K. Our historical results
of operations are not indicative of our future tesaf operations.

Year Ended December 31,
2014 2013 2012 2011 2010
(in thousands, except per share amounts)

Consolidated Statement of Operations Data:

Total revenue $ 770,36« $ 61529° $ 533,63¢ $ 43357t % 324,69t
Operating income $ 59,32 $ 72,090 $ 100,470 $ 88,90 $ 55,34:
Net income $ 2534: $ 4427 % 66,83t $ 62,49: $ 41,24*
Net income per share

Basic $ 0.1t % 0271 % 04z % 041 % 0.2¢

Diluted $ 0.1t % 0.2¢ $ 04C $ 03 $ 0.2¢
Weighted-average shares outstanding:

Basic 163,83: 162,43! 158,07 152,58: 140,72¢

Diluted 169,28¢ 168,18: 166,32¢ 163,78: 156,40t

As of December 31,
2014 2013 2012 2011 2010
(in thousands)

Consolidated Balance Sheet Data:
Cash, cash equivalents and investments $ 991,74. $ 843,04¢ $ 739,58t $ 538,68 $ 387,46(
Total assets $ 1,424,77. $ 1,168,46. $ 975,49° $ 734,74 % 545,42:
Total stockholders’ equity $ 675,96t $ 585,76( $ 510,93: $ 358,35: $ 232,45:
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ITEM 7. Management’s Discussion and Analysis dfinancial Condition and Results of Operations

In addition to historical information, this AnnuRleport on Form 10-K contains forwatdeking statements within the meaning of Sectioh
of the Securities Act and Section 21E of the Exgbaict. These statements include, among otherghstgtements concerning our expectations
regarding:

. variability in sales in certain product categoriggem year to year and between quarte

. expected impact of sales of certain produ

. the proportion of our revenue that consists of product and service and other revenue, and theafiillings between products a
services;

. the impact of our product innovation strate:

. growing our sales to large enterprises, serviceviters, and government organizatiol

. trends in revenue, costs of revenue, and gross img

. trends in our operating expenses, including persbonsts, research and development expense, sademarketing expense and

general and administrative expense, and expectaitiegarding these expenses as a percentage ofuey

. continued investments in research and developmesiténgthen our technology leadership position tiredimpact of those
investments;

. continued investments in sales and marketing teedmarket share gains and the impact of those imaggs;

. expectations regarding uncertain tax benefits andedfective tax rate

. expectations regarding spending related to captgdenditures

. competition in our market:

. the sufficiency of our existing cash, cash equivaland investments to meet our cash needs feasat the next 12 montt

. as well as other statements regarding our futurerapons, financial condition and prospects andibess strategie:

These forward-looking statements are subject ttagerisks and uncertainties that could cause octual results to differ materially from
those reflected in the forward-looking statemeRgtors that could cause or contribute to suchedédhces include, but are not limited to, those
discussed in this Annual Report on Form 10-K angdrticular, the risks discussed under the headRigk Factors” in Part I, Item 1A of this Annual
Report on Form 1-K and those discussed in other documents we fiifethe SEC. We undertake no obligation to revispublicly release the results
of any revision to these forward-looking stateme@igen these risks and uncertainties, readerscargtioned not to place undue reliance on such
forward-looking statements.

Business Overvie\

We provide high performance cyber security soligithsome of the largest enterprises, service gessiand government organizations
across the globe, including a majority of the 26bdtune 100. Our cyber security solutions are dask secure and designed to provide broad, high-
performance protection against dynamic securitgats while simplifying the IT infrastructure of oemmd-customers worldwide.

Our core product platform is the FortiGate physarad virtual appliance, which ships with a setfdal security services, including firewall,
VPN, application control, intrusion prevention, widtering and advanced threat protection (“ATPThese security services are enabled by FortiG
which provides extensive threat research and aagldbud

33




Table of Contents

network to deliver protection services to eachiBate appliance. FortiGate also has extensive m&tag capability such as switching, routing, native
internet protocol version 6 (“IPv6”) and differembdes of deployment. FortiManager provides cemta@hagement and FortiAnalyzer provides
reporting and analytics. The FortiGate platform barextended to provide enhanced capabilitiesekample, it can be used as a wireless controlk
access points. An external sandbox can also behatiefor local ATP analysis.

Customers select the functions or combination nEfiwns that best meet their specific security negpents such as a high-speed DCFW at
the network core, a NGFW at the edge, or a broahlll ddlution at branch sites. We derive a substantigbrity of product sales from our FortiGate
appliances, which range from the FortiGate-20 @D-4eries, designed for small businesses, Fortidado -800 series for mid-sized enterprises, to
the FortiGate-1000 to -5000 series for large emigep and service providers. Our network secut#yfgrm also includes our FortiGuard security
subscription services, which end-customers cancsiliasto in order to obtain access to dynamic ugsltd application control, anti-virus, intrusion
prevention, web filtering, and anti-spam functigtyalEnd-customers can also choose to purchas@¥awet technical support services for our products.
End-customers also often use FortiManager andAimatyzer products in conjunction with a FortiGatptbyment to provide centralized management
and analysis and reporting capabilities.

We complement our core FortiGate product line wither appliances and software that offer additigmatection from security threats to
other critical areas of the enterprise, such asnngless access point, advanced threat protectemyre email gateway, web application firewalls,
application delivery controllers, databases segrioduct, DDoS security product, and endpoint sgcproduct for employee computers and mobile
devices. Sales of these complementary products draven in recent quarters, although these proditidtsepresented less than 10% of our total
revenue in fiscal 2014.

Financial Highlights

e We recorded total revenue of $770.4 millionigtél 2014 , an increase of 25% compared to fid8aB . Product revenue was $360.6 milljon
an increase of 30% compared to fiscal 2013 . Sesvaénd other revenue was $409.8 million in fis€dl2, an increase of 22% compared to
fiscal 2013 .

e Cash, cash equivalents and investments were. $98illion as of December 31, 2014 , an increasgld8.7 million , or 18% , from
December 31, 2013 .

« Deferred revenue was $558.8 million as of Decan®i, 2014 , an increase of $126.1 million , 2%rom December 31, 2013

*  We generated cash flows from operating actiii€$196.6 million in fiscal 2014 , an increasebd.2 million , or 33% , compared to fiscal
2013.

*  We received $20.0 million pursuant to a six-yeaitual covenant-not-to-sue and release agreenignPalo Alto Networks, Inc. in January
2014.

*  We repurchased 1.6 million shares of commonkstwaler our previously-announced Share Repurchagdm for an aggregate purchase
price of $38.6 million in fiscal 2014.

Revenue grew as a result of our focus on growthcamdtrategy to increase sales capacity and innvestr marketing activities during fiscal
2014. We also continued to gain traction with salvezcently introduced FortiGate products, inclgditemand for certain of our high speed, low
latency next-generation enterprise data centerggquoducts.

During fiscal 2014 , we made significant investnsentsales and marketing to increase brand awasemesgrow our global sales force and
distribution channels to expand our global preséruth geographically and by industry segment. Whinae to focus on selling to large customers,
such as enterprise, service providers and governonganizations worldwide. As a result, we had éased sales from large enterprises and enterprise
data center deployments, with particular strengttiné telecommunication, technology, governmerd, farancial sectors.

In fiscal 2014, sales of high-end FortiGate prodEbrtiGate-1000 to -5000 series) increased deaterprise adoption of our high-end
appliances such as the FortiGate-1500D and 37088 p&rcentage of our FortiGate related billingsifttigh-end products increased from 34% in
fiscal 2013 to 38% in fiscal 2014, while the michge products decreased from 29% in fiscal 2013%% i fiscal 2014 and the entry-level products
decreased from 38% in fiscal 2013 to 36% in fi&t4.
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We also continue to invest in research and devedoptio strengthen our technology leadership positide believe that continued product
innovation has strengthened our technology andtessin market share gains, as evidenced by otwdottion of the FortiGate-1500D and -3700D
enterprise security appliances.

In fiscal 2014 , operating expenses increased 32¥%pared to fiscal 2013The increase was primarily driven by our accééstgace of hirin
and marketing investments to support our growtvasontinued to invest in expanding our sales axyermarketing capabilities, developing new
products and scaling our customer support orgdoizéd meet the needs of our customer base. Heatldoaluding full time equivalent employees,
increased to 2,854 as of December 31, 2014 frof8223 of December 31, 2013.

Business Mode

Our sales strategy is based on a distribution matereby we primarily sell our products and sersideectly to distributors who sell to
resellers and service providers, who, in turn, tgetlur end-customers. In certain cases, we geitty to government-focused resellers, large servi
providers and major systems integrators, who hagréfieant purchasing power and unique custometalgpent requirements. Typically, FortiGuard
security subscription services and FortiCare temdirsupport services are purchased along with bysipal and virtual appliances. We invoice at the
time of our sale for the total price of the produahd subscription and technical support servared the invoice generally becomes payable within 30
to 90 days. We generally recognize product reveniont based on the allocated revenue value afet devenue for the sale of new, and renewal of
existing, FortiGuard security subscription and F2ate technical support services contracts. Wegeize the related services revenue over the service
period, which is typically one to three years frtma date the end-customer registers for thesecg=r{ihe date on which the services can first be us
by the customer), although it can be as long asyaars. Sales of new and renewal services increasgeferred revenue balance, which contributes
significantly to our positive cash flow from opédaats.

Key Metrics

We monitor the key financial metrics set forth lvelim help us evaluate growth trends, establish btsjgneasure the effectiveness of our
and marketing efforts, and assess operationaigifites. The following table summarizes revenuérded revenue, billings (non-GAAP), cash, cash
equivalents and investments, net cash providedobyating activities, and free cash flow (non-GAAR)e discuss revenue below under “—
Components of Operating Results,” and we discusgash, cash equivalents, and investments, anckshtprovided by operating activities below
under “—Liquidity and Capital Resources.” Deferreglenue, billings (non-GAAP), and free cash flowr(fGAAP) are discussed immediately below
the following table.

Year Ended or As of December 31,

2014 2013 2012
(in thousands)
Revenue $ 770,36: $ 615,29° $ 533,63¢
Deferred revenue $ 558,75 $ 43262 $ 363,18!
Increase in deferred revenue $ 126,12¢ $ 69,44: $ 68,35:
Billings (non-GAAP) $ 896,49 $ 684,190 $ 601,99:
Cash, cash equivalents and investments $ 991,74: $ 843,04 $ 739,58t
Net cash provided by operating activities $ 196,58. $ 147,38: $ 183,86t
Free cash flow (non-GAAP) $ 164,38! $ 133,50° $ 161,78:

Deferred revenueDur deferred revenue consists of amounts that bege invoiced but that have not yet been recograzeévenue. The
majority of our deferred revenue balance consiste@unamortized portion of services revenue ffeortiGuard security subscription and FortiCare
support service contracts. We monitor our deferesénue balance because it represents a significetion of revenue to be recognized in future
periods.

Billings (Non-GAAP)We define billings as revenue recognized duringréop plus the change in deferred revenue fronb#gnning to the
end of the period less any deferred revenue bateexguired from business combinations during thiemgeWe consider billings to be a useful metric
for management and investors because deferredueyeihich is impacted by billings, is an importardicator of the health and visibility of our
business, and revenue from previously deferred atsdwas historically represented a majority ofréaeenue that we recognize in any particular
period. There are a number of
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limitations related to the use of billings as opgmb$o revenue calculated in accordance with GAARL Millings include amounts that have not yet
been recognized as revenue. Second, we may cadilétgs in a manner that is different from peempanies that report similar financial measures.
Management compensates for these limitations byigirg specific information regarding GAAP reverared evaluating billings together with
revenue calculated in accordance with GAAP. A redition of billings to revenue, the most direclgmparable financial measure calculated and
presented in accordance with GAAP, is provided welo

Year Ended December 31,
2014 2013 2012
(in thousands)

Billings:

Revenue $ 770,36 % 615,29 $ 533,63¢
Increase in deferred revenue 126,12¢ 69,44: 68,35:
Less deferred revenue balance acquired in busaoesbination — (550 —

Total billings (Non-GAAP) $ 896,49. $ 684,19 $ 601,99:

Free cash flow (Non-GAAPYVe define free cash flow as net cash provided leyaing activities less capital expenditures. Wiesader free
cash flow to be a liquidity measure that providssful information to management and investors atlmiamount of cash generated by the business
that, after the acquisition of property and equiptnean be used for strategic opportunities, indgdnvesting in our business, making strategic
acquisitions, repurchasing outstanding common staeét strengthening the balance sheet. Analydigefcash flow facilitates comparisons of our
operating results to competitors’ operating resltBmitation of using free cash flow as opposedtie GAAP measure of net cash provided by
operating activities as a means for evaluatingdiiqu s that free cash flow does not representtthal increase or decrease in the cash, cashalguois
and investments balances for the period becaeselitdes cash used for capital expenditures andpawvided by or used for other investing and
financing activities. We compensate for this lirtia by providing information about our capital exglitures and other investing and financing
activities on the face of the cash flow statemet @ander “—Liquidity and Capital Resources.” A raciiation of free cash flow to net cash provided
by operating activities, the most directly compéedmancial measure calculated and presenteddardance with GAAP, is provided below:

Year Ended December 31,
2014 2013 2012
(in thousands)

Free Cash Flow:

Net cash provided by operating activities $ 196,58. $ 147,38: % 183,86t
Less purchases of property and equipment (32,19) (23,87 (22,089
Free cash flow (Non-GAAP) $ 164,38! $ 133500 §$ 161,78:

Components of Operating Results
Revenue

We generate the majority of our revenue from safesur products and FortiGuard security subscriptiad FortiCare technical support
services. Revenue is recognized when persuasiderssé of an arrangement exists, delivery has ocedwnr services have been rendered, the sales
price is fixed or determinable and collectabiliyréasonably assured.

Our total revenue is comprised of the following:

. Product revenu. Product revenue is generated from sales of quifaaqres. The substantial majority of our prodestanue has been
generated by our FortiGate line of appliances,weadlo not expect this to change in the foresedablee. Product revenue also
includes revenue derived from sales of FortiManggertiAnalyzer, FortiSwitch, FortiMail, FortiDB,dftiWeb, FortiAP, FortiScan,
FortiCarrier, FortiBalancer, FortiCache, FortiVai¢®rtiBridge, FortiDDoS, FortiDNS, FortiSandboxqrEADC, and
FortiAuthenticator appliances, and our FortiCliend virtual domain, or VDOM, software. For arrangeits which include end-
customer acceptance criteria, revenue is recogniged acceptance. We recognize product revenuales ® distributors that have
no general right of return and direct sales to emstomers upon shipment, once all other revenuegreidon criteria have been met.
Certain distributors that stock our products are
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granted stock rotation rights, limited rights ofur, as well as rebates for sales of our prodddis.arrangement fee for this group of
distributors is not fixed and determinable whendpieis are shipped and revenue is therefore defanédecognized upon sell-
through. As a percentage of total revenue, we éxqacproduct revenue may vary from quarter-to-tpravased on seasonal and
cyclical factors discussed below under “—Quart&bsults of Operations” but generally may remairekttively comparable levels ,
as services revenue becomes a larger portion diusiness as our customers renew existing serear@sacts and we expand our
customer base.

Services revenueServices revenue is generated primarily fromiBordrd security subscription and FortiCare techrsoaport
services for software updates, maintenance releaskpatches, Internet access to technical coriedephone and Internet access to
technical support personnel and hardware suppudtFartiGuard security subscription services reldateapplication control,
antivirus, intrusion prevention, web filtering, eBapam and vulnerability management updates. Wegrdze revenue from
FortiGuard security subscription and FortiCare técdl support services over the service performgueecend. Our typical contractual
support and subscription term is one to three y&desalso generate a small portion of our revenoim fprofessional services and
training services, and we recognize this revenubeservices are provided. As a percentage dfr®tanue, we expect our services
revenue to remain at comparable levels or incraasmir customers renew existing service contratsxe expand our customer
base. Our services revenue growth rate dependéicagly on the growth of our customer base arelrémewal of service contracts
by our customers.

Beginning in fiscal 2014, we combined ratable atitebrevenue with services revenue to presentdh#med amounts as services
and other revenue in the consolidated statemerdperfitions. The related cost of revenue and gnasg have also been combined
to conform to the current period presentation. Blatand other revenue is not material and is npeeted to become material in the
future.

Our total cost of revenue is comprised of the follwg:

Cost of product revenueA substantial majority of the cost of producteaue consists of costs of materials used in pramiucas

well as costs paid to our third-party contract nfaoturers. Our cost of product revenue also indwigplies, shipping costs,
personnel costs associated with logistics and tyuadintrol, warranty costs, facility-related costgcess and obsolete inventory costs,
and impairment of intangible assets, if applicaBlersonnel costs include salaries, benefits anddes) as well as stock-based
compensation.

Cost of services revenu€ost of services revenue is primarily comprisegadaries, benefits and bonuses, as well as diaskd
compensation associated with our FortiGuard Lallscam FortiCare technical support teams. Cost ofise revenue also includes
replacement products and supplies, facility-relatests, including depreciation expense, and prifieakservices and training teams.
We expect our cost of services revenue will inaeesligihtly as a percentage of revenue as we cantminvest in FortiGuard
security subscription and FortiCare technical supgervices to meet the needs of our customer dadeservice levels expected by
our enterprise customers.

Gross profit. Gross profit as a percentage of revenue, or gnasgin, has been and will continue to be affetigd variety of factors,
including the average sales price of our produig,excess inventory write-offs, product costs,mtbe of products sold and the mix of revenue
between products and services. We believe our bgoss margin for the near term will remain atdls comparable or slightly lower to that achieved

in fiscal 2014 .

Services revenue has a positive effect on our gutads margin given the higher services gross mamgmpared to product gross margins.
During fiscal 2014 service margins remained retdjiconsistent compared to fiscal 2013.

Operating expenseOur operating expenses consist of research arelgfsment, sales and marketing and general andnéstnattive expense
Personnel costs are the most significant compaofespierating expenses and consist of salaries fiter®nuses, sales commissions, and stock-basec
compensation. We expect personnel costs to contiminerease in absolute dollars as we hire newieyeps.

Research and developm¢. Research and development expense consists fsirabsalaries, benefits and bonuses, as well@akst
based compensation. Additional research and dewedopexpenses include ASIC and system prototypgsantification-related
expenses, depreciation of capital equipment arititfac
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related expenses. The majority of our researchdandlopment is focused on both software developmedithe ongoing
development of our hardware platform. We recordedkarch and development expenses as incurredleDelopment teams are
primarily located in Canada and the United States.

. Sales and marketingSales and marketing expense is the largest coempafi our operating expenses and primarily cossibt
salaries, benefits, bonuses and commissions, daasvstock-based compensation. Additional saleswantteting expenses include
promotional and other marketing expenses, trawgiretiation of capital equipment and facility-rethexpenses. We intend to hire
additional personnel focused on sales and markatidgexpand our sales and marketing efforts woddvin order to capture
additional market share in the high-return entsgrmarket, where customers tend to provide a higléme value.

. General and administrativeGeneral and administrative expense consistslafiss, benefits and bonuses, as well as stockdbase
compensation, as well as professional fees, degif@ciof capital equipment and software, and feikelated expenses. General and
administrative personnel include our executiveafiice, human resources, information technology egal lorganizations. Our
professional fees principally consist of outsidgale auditing, accounting, tax, information teclogyl and other consulting costs.

Interest incomelnterest income consists of income earned on ash,aash equivalents and investments. We havericiity invested our
cash in money market funds, commercial paper, catpalebt securities, municipal bonds, certificatiedeposit and term deposits, and U.S.
government and agency debt securities.

Other expense, neOther expense, net consists primarily of foregohange and related hedging gains and lossedgh@echange gains
and losses relate to foreign currency exchangeaasaorement. The hedging gains and losses aredétaterr settled balance sheet hedges.

Provision for income taxe¥Ve are subject to tax in the United States as agetither tax jurisdictions or countries in which eamduct
business. Earnings from our non-U.S. activitiessattgect to income taxes in the local country whdoh generally lower than U.S. tax rates, and may
be subject to U.S. income taxes. Our effectivergae differs from the U.S. statutory rate primadiye to foreign income subject to different tavesat
than the U.S., research and development tax creditsholding taxes, nondeductible stock-based amsption expense and adjustments related to ou
intercompany transfer pricing.

The income tax provision for fiscal 2014 was cors@di primarily of domestic income taxes, foreigrome taxes, foreign withholding taxes,
and income tax reserves. Our effective tax ratecqimates the U.S. federal statutory tax rates fllesmpact of state taxes, research and developmer
tax credits (when applicable), foreign withholdilag, nondeductible stock-based compensation expérségn income subject to lower tax than the
U.S., and adjustments related to intercompany feampsicing.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial caaditind results of operations are based upon panéial statements, which have been
prepared in accordance with GAAP. These principdgsiire us to make estimates and judgments thedtafie reported amounts of assets, liabilities,
revenue, cost of revenue, expenses, and relateldslises. Our estimates include those relatedvientge recognition, stock-based compensation
expense, valuation of inventory, warranty liabél#j investments, goodwill and other long-lived tsaead accounting for income taxes. We base our
estimates on historical experience and on varithisr@assumptions that we believe to be reasonaluleruhe circumstances. To the extent that there
are material differences between these estimatbsamnactual results, our future financial statetsevill be affected.

We believe that of our significant accounting piels; which are described in Note 1 to our constdiddinancial statements included in Part
I, Item 8 of this Annual Report on Form ¥Q-the following accounting policies involve a greladegree of judgment and complexity. Accordinghg.
believe these are the most critical to fully untiard and evaluate our financial condition and tesefl operations.

Revenue Recognition

We derive the majority of our revenue from saleswf hardware, software, FortiGuard security supton services and FortiCare technical

support services, and other services through camrmedl partners and a direct sales force.

38




Table of Contents

Revenue is recognized when all of the followingesia have been met:

. Persuasive evidence of an arrangement exBinding contracts or purchase orders are geneualyl to determine the existence ¢
arrangement.
. Delivery has occurred or services have been rertiDelivery occurs when we fulfill an order and tilad risk of loss has been

transferred. Services revenue is deferred and nézed ratably over the contract service period civhis typically
from one to three years and is generally recognigexh delivery or completion of service.

. Sales price is fixed or determinable assess whether the sales price is fixed orrdetable based on the payment terms associatec
with the transaction and when the sales price ésnael final.

. Collectability is reasonably assuredVe assess collectability based primarily on dvealithiness as determined by credit checks,
analysis, and payment history.

We recognize product revenue for sales to distitsuthat have no general right of return and disat#s to end-customers upon shipment,
based on general revenue recognition accountirdagae once all other revenue recognition criteslgetbeen met. Certain distributors are granted
stock rotation rights, limited rights of return,\asll as rebates for sales of our products. Thengement fee for this group of distributors is not
typically fixed or determinable when products angped and revenue is therefore deferred and réoedmipon sell-through. For sales that include
end-customer acceptance criteria, revenue is rézagjnpon acceptance.

Substantially all of our products have been selddmbination with services, which consist of ségigubscriptions and technical support
services. Security services provide access to miivius, intrusion prevention, web filtering, aadti-spam functionality. Support services include
rights to unspecified software upgrades, maintemaeleases and patches, telephone and Internetsatocechnical support personnel, and hardware
support. We recognize revenue from these servatably over the contractual service period. Revealaed to subsequent renewals of these service:
are recognized over the term of the renewal agraeme

We offer certain sales incentives to channel pastr&e reduce revenue for estimates of sales reurd allowances and record reductions to
revenue for rebates and estimated commitment®tktatprice protection and other customer incerginograms. Additionally, in limited
circumstances, we may permit end-customers, digtrib and resellers to return our products, sulbgeearying limitations, for a refund within a
reasonably short period from the date of purché&eestimate and record reserves for sales incenting sales returns based on historical experience

Our sales arrangements typically contain multipéenents, such as hardware, subscription, techsiggbort and other services. The majority
of our hardware appliance products contain our atpeg system software that together function tiveelthe essential functionality of the product.r(
products and services generally qualify as sepaate of accounting. We allocate revenue to eaghai accounting based on an estimated selling
price using vendor-specific objective evidence (QF) of selling price, if it exists, or third-pargvidence (“TPE”) of selling price. If neither VSOE
nor TPE of selling price exist for a deliverables use our best estimate of selling price (“BESBthat deliverable. Revenue allocated to each
element is then recognized when the basic reveseggnition criteria are met for each element.

We determine VSOE of fair value for elements oharangement based on the historical pricing ancbdisting practices for those services
when sold separately. In establishing VSOE, weiredbat a substantial majority of the selling pador a service fall within a reasonably narrow
pricing range, generally evidenced by a substantggbrity of such historical stand-alone transawi€alling within a reasonably narrow range as a
percentage of list price. We are typically not ableletermine TPE for our products or services. Ttetermined based on competitor prices for
similar deliverables when sold separately, whichererally unavailable. For our hardware applianaesuse BESP as our selling price. For our
support and other services, we generally use VSOdtaselling price estimate. When we are unabéstablish a selling price using VSOE for our
support and other services, we use BESP in ouratllin of arrangement consideration. We determia&B for a product or service by considering
multiple historical factors including, but not litad to, cost of products, gross margin objectipeisjng practices, geographies, customer classgs an
distribution channels that fall within a reasonatéyrow range as a percentage of list price.

For multiple-element arrangements where softwaligetables are included, revenue is allocated ¢orthn-software deliverables and to the
software deliverables as a group using the relasignated selling prices of each of the deliverslih
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the arrangement based on the estimated selling pigcarchy. The amount allocated to the softwatiwerables is then allocated to each software
deliverable using the residual method when VSOfaiofvalue exists. If evidence of VSOE of fair valaf one or more undelivered elements does not
exist, all software allocated revenue is defermdi r@cognized when delivery of those elements @couwhen fair value can be established. When the
undelivered element for which we do not have VS®faio value is support, revenue for the entirmagement is recognized ratably over the support
period. The same residual method and VSOE of tlirevprinciples apply for our multiple element agaments that contain only software elements.

Stock-Based Compensation Expense

Employees Stock Optione estimate the fair value of employee stock optiawarded to our employees using the Black-ScHdkssen
(“Black-Scholes”) pricing model. For all employdaeck options, we recognize expense, net of estidatéeitures, over the requisite service period
using the straight-line method. Our option pricingdel requires the input of subjective assumptiorduding the expected stock price volatility,
expected term, and forfeiture rate. The assumptisas in our option pricing model represent manageis best estimates. These estimates involve
inherent uncertainties and the application of mansnt’s judgment. During fiscal 2014, stock optignsnted to employees were not significant. A
10% change in any of these assumptions would na aaignificant impact on our stock-based comp@rsaxpense.

Employee Stock Purchase Pl&ie estimate the fair value of the rights to acqetoek under our employee stock purchase plan (FESP
using the Black-Scholes pricing model and is amerthe fair value over the requisite service peusitig the straight-line method. The pricing model
requires the input of the fair value of our comnstock and subjective assumptions, including thesetga term of the award, the expected volatility of
the price of our common stock, risk-free intereses, and the expected dividend yield of our comstook. Our ESPP provides for consecutive six-
month offering periods and we use our own histbrctatility data in the valuation of ESPP shad 0% change in any of these assumptions would
not have a material impact on our stock-based casgi®mn expense.

Restricted Stock Unit8Ve account for the fair value of restricted stooksi(“RSUs”) awarded to employees and membersioboard of
directors using the closing market price of our oo stock on the date of grant. RSUs are payaldbares of our common stock as the periodic
vesting requirements are satisfied. RSUs genevally over a four-year period if the employees, @mors, or directors, as applicable, remain wéh u
for the duration of the vesting period. For all RSWe recognize expense, net of estimated forfsfuover the requisite service period using the
straight-line method.

Performance Stock UnitBerformance Stock Units (“PSUs”) are RSUs thataionoth service-based and market-based vestingjtcms.
PSUs vest over a specified service period upomsdkisfaction of certain market-based vesting caomt and settle into shares of our common stock
upon vesting over a two- or three-year period. fRirevalue of a PSU is calculated using the Mongel@€simulation model on the date of grant and is
based on the market price of our common stock erd#te of grant modified to reflect the impacttef tarket-based vesting condition, including the
estimated payout level based on that condition.dé/aot adjust compensation cost for subsequentgesain the expected outcome of the market-
based vesting conditions.

Valuation of Inventory

Inventory is recorded at the lower of cost (usimg first-in, first-out method) or market, after gige appropriate consideration to
obsolescence and inventory in excess of anticipatede demand. In assessing the ultimate recoiléyatf inventory, we make estimates regarding
future customer demand, the timing of new prodattbductions, economic trends and market conditifrtke actual product demand is significantly
lower than forecasted, we could be required toreeadditional inventory write-downs which would tlearged to cost of product revenue. Any write-
downs could have an adverse impact on our grosginsaand profitability.

Accounting for Income Taxes
We record income taxes using the asset and Ilyliléthod, which requires the recognition of defeitiaex assets and liabilities for the
expected future tax consequences of events thatlheen recognized in our financial statementsxordaurns. In estimating future tax consequences,

generally all expected future events other tharctements or changes in the tax law or rates areideresl. Valuation allowances are provided when
necessary to reduce deferred tax assets to therwuexpected to be realized.
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We operate in various tax jurisdictions and argexitio audit by various tax authorities. We pravidr tax contingencies whenever it is
deemed more likely than not that a tax asset has imepaired or a tax liability has been incurreddeents such as tax claims or changes in tax laws.
Tax contingencies are based upon their technicatsneelevant tax law and the specific facts amdumnstances as of each reporting period. Changes
in facts and circumstances could result in matetiahges to the amounts recorded for such taxngerities.

We account for uncertain tax positions in accoréamith GAAP, which defines the confidence leveltthdax position must meet in order to
be recognized in the financial statements. Theefgects of a position are recognized only if itngore likely than not” to be sustained based sotely
its technical merits as of the reporting date. \Wesider many factors when evaluating and estimatimgax positions and tax benefits, which may
require periodic adjustments and which may not gtely anticipate actual outcomes.

As part of the process of preparing our consoldifiteancial statements, we are required to estimatéaxes in each of the jurisdictions in
which we operate. We estimate actual current t@ogxre together with assessing temporary diffeseresulting from differing treatment of items,
such as accruals and allowances not currently digdifor tax purposes. These differences resulteferred tax assets, which are included in our
consolidated balance sheets. In general, defeawedssets represent future tax benefits to bewedevhen certain expenses previously recognized in
our consolidated statements of operations becomectible expenses under applicable income tax lawss or credit carryforwards are utilized.

In assessing the realizability of deferred tax @ssepanagement considers whether it is more likedy not that some portion or all of the
deferred tax assets will be realized. The ultinmagdization of deferred tax assets is dependemn tpgeneration of future taxable income durireg th
periods in which those temporary differences becdeductible. We continue to assess the need fatuation allowance on the deferred tax assets by
evaluating both positive and negative evidencertet exist. Any adjustment to the net deferredasset valuation allowance would be recorded ii
income statement for the period that the adjustriset¢termined to be required.

We make estimates and judgments about our futdedla income that are based on assumptions thabassstent with our plans and
estimates. Should the actual amounts differ fromestimates, the amount of our tax expense antlitie$ could be materially impacted.
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Results of Operation

The following tables set forth our results of opienas for the periods presented and as a percenfam@ total revenue for those periods. The
period-to-period comparison of financial resulted necessarily indicative of financial resultd®achieved in future periods.

Year Ended December 31,
2014 2013 2012
(in thousands)

Consolidated Statement of Operations Data:

Revenue:
Product $ 360,55¢ $ 278,04t $ 248,94¢
Services and other 409,80t 337,25: 284,69:
Total revenue 770,36¢ 615,29 533,63
Cost of revenue:
Product 151,30( 114,61: 93,97:
Services and other 79,70¢ 66,03: 53,44¢
Total cost of revenue 231,00¢ 180,64« 147,42(
Gross profit:
Product 209,25¢ 163,43! 154,97
Services and other 330,09 271,21¢ 231,24
Total gross profit 539,35! 434,65 386,21
Operating expenses:
Research and development 122,88 102,66( 81,07¢
Sales and marketing 315,80: 224,99: 179,15!
General and administrative 41,34 34,91 25,51
Total operating expenses 480,03: 362,56¢ 285,74«
Operating income 59,32« 72,09( 100,47}
Interest income 5,39: 5,30¢ 5,00¢
Other expense—net (3,169 (1,45%) (485)
Income before income taxes 61,54¢ 75,94: 104,99¢
Provision for income taxes 36,20¢ 31,66¢ 38,16(
Net income $ 2534 3% 4427 $ 66,83¢
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Revenue:
Product
Services and other
Total revenue
Cost of revenue:
Product
Services and other
Total cost of revenue
Gross profit:
Product
Services and other
Total gross profit
Operating expenses:
Research and development
Sales and marketing
General and administrative
Total operating expenses
Operating income
Interest income
Other expense—net
Income before income taxes
Provision for income taxes

Net income

Fiscal Years 2014 and 2013

Revenue

Revenue:

Product

Services and other
Total revenue

Revenue by geography:
Americas

Europe, Middle East and Africa

(“EMEA")

Asia Pacific and Japan (“APAC")

Total revenue

Year Ended December 31,

2014 2013 2012
(as percentage of total revenue)

47 % 45 % 47 %

53 55 53

10C 10C 10C

20 18 18

1C 11 1C

3C 29 28

58 5¢ 62

81 8C 81

7C 71 72

16 17 15

41 36 33

5 6 5

62 59 53

8 12 19

1 = 1

8 12 20

5 5 7
3% 7% 13 %

Year Ended December 31,
2013
% of
Amount Revenue Amount Revenue Change % Change
(in thousands, except percentages)

360,55¢ 47% $ 278,04¢ 45% $ 82,51: 30%

409,80¢ 53 337,25 55 72,55¢ 22
770,36« 10C% 615,29° 10(% $ 155,06° 25%
324,65¢ 42% $ 252,78t 41% $ 71,87: 28%

270,53 35 208,97¢ 34 61,55¢ 29

175,16¢ 23 153,53: 25 21,63¢ 14
770,36¢ 10C% $ 615,29 10(% $ 155,067 25%

Total revenue increased by $155.1 million , or 2586fiscal 2014 compared to fiscal 2013 . The Aigees region contributed the largest
portion of our revenue growth on an absolute dddisis and all three regions showed growth on eepésige basis. Product revenue increasekBRyE

million , or 30% , compared to fiscal 2013 . Thergmse in product
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revenue was primarily driven by greater sales velumour FortiGate product due to increased denfiandur high-end products from large enterprise
and service provider customers.

Services and other revenue increased by $72.6millor 22% , in fiscal 2014 compared to fiscal2@Le to the recognition of revenue from
our growing deferred revenue balance consistingoofiGuard security subscription and FortiCare técdl support contracts sold to a larger customer
base as well as the renewals of similar contraatsia earlier periods.

Cost of revenue and gross margin

Year Ended December 31,
2014 2013 Change % Change
(in thousands, except percentages)

Cost of revenue:

Product $ 151,300 $ 114,61.  $ 36,68¢ 32%

Services and other 79,70¢ 66,03: 13,67 21
Total cost of revenue $ 231,00¢ % 180,64: % 50,36¢ 28%
Gross margin (%):

Product 58.(% 58.8% (0.8%

Services and other 80.t 80.4 0.1
Total gross margin 70.(% 70.€% (0.6%

Total gross margin decreased by 0.6 percentagéspoifiscal 2014 compared to fiscal 2013, as pobdross margins declined. Product
gross margin decreased by 0.8 percentage poifiscal 2014 compared to fiscal 2013 due to an meean warranty-related costs of $3.2 million and
impairment charges related to certain intangibtetssof $2.4 million. We also experienced incredssidht costs of $2.0 million, higher excess
inventory write-offs of $1.4 million, increased pennel-related costs of $0.9 million, and increasexlipancy-related costs of $0.8 million.

Services and other gross margin remained relato@hgistent during fiscal 2014 as compared to [fi8843. Cost of services and other
revenue increased by $13.7 million primarily duat$9.5 million increase in personnel costs, inclgétockbased compensation, related to headc
increases, a $1.4 million increase in depreciatdb].1 million increase in occupanlated costs, and a $0.8 million increase in @sitmal service:

Operating expenses

Year Ended December 31,
2014 2013

% of % of
Amount Revenue Amount Revenue Change % Change

(in thousands, except percentages)

Operating expenses:

Research and development $ 122,88( 16% $ 102,66( 17% $ 20,22( 20%

Sales and marketing 315,80: 41 224,99 36 90,81: 40

General and administrative 41,34 5 34,91 6 6,43¢ 18
Total operating expenses $ 480,03: 62% $ 362,56+ 5% $ 117,46 3205

Research and development

Research and development expense increased by ®Rod , or 20% , in fiscal 2014 compared to 862013 primarily due to an increase of
$12.0 million in personnel costs as a result oféased headcount to support the development ofonesiuicts and continued enhancements of our
existing products. In addition, stock-based compgos increased by $4.0 million, product develophepenses, such as supplies and third-party
testing and prototypes, increased by $3.4 millamtupancy-related costs and depreciation expersesised by $2.8 million, and professional services
costs increased by $1.0 million. These increases partially offset by a $3.0 million decrease stimmated contingent consideration. For discussfon o
the contingent consideration, see Note 2 of thestwt our consolidated financial statements in Pdtem 8 of this Annual
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Report on Form 10-K. We intend to continue to inveur research and development organizatiorekpéct research and development expense as &
percentage of total revenue to remain at compatatdds in fiscal 2015.

Sales and marketing

Sales and marketing expense increased by $90.@milbr 40% , in fiscal 2014 compared to fiscal 20 primarily due to an increase of
$58.8 million in personnel costs as we continueith¢oease our sales headcount in order to drivéirased market share gains globally. Marketing-
related expenses increased by $12.9 million aswested significantly in marketing to capture madteare, particularly in the enterprise market,
including costs related to tradeshows and leadrgépa campaigns. In addition, we incurred increasestock-based compensation expense of $7.2
million, depreciation and other expenses of $4 Hiani travel expenses of $4.2 million, suppliest@2 million and occupancy-related cost of $1.0
million. As a percentage of total revenue, salasraarketing expenses increased as we acceleraéovésstment in our sales force and marketing
campaigns to drive future growth. We intend to ouorg to make investments in our sales resourceindnagtructure and marketing, which are critical
to support growth and expect sales and marketipgrese as a percentage of total revenue to inciediseal 2015.

General and administrative

General and administrative expense increased Byrfiflion , or 18% , in fiscal 2014 compared tacfis2013 . Personnel costs, including
stockbased compensation, increased by $6.8 million,easamtinued to increase our headcount in ordenppart our expanding business. In additi
professional services fees increased $0.8 milppantjally offset by a decrease of $1.3 million iccapancy-related costs including depreciation and

supplies. We expect general and administrative rsgéo increase slightly as a percentage of tetarnue in fiscal 2015.

Interest income and other expen— net

Year Ended December 31,

2014 2013 Change % Change
(in thousands, except percentages)
Interest income $ 539 $ 530¢ $ 87 2%
Other expense—net (3,169) (1,455 (1,719 11¢€

The $0.1 million increase in interest income ircéis2014 compared to fiscal 2013 was primarily tlumterest earned on higher invested
balances of cash, cash equivalents and investmBmgschange in other expense—net, for fiscal 20tkdncompared to fiscal 2013, was the result of
higher foreign exchange losses and the impacteéwaaluation of the functional currency selectibrertain of our international subsidiaries.

Provision for income taxe

Year Ended December 31,

2014 2013 Change % Change
(in thousands, except percentages)
Provision for income taxes $ 36,20t $ 31,66¢ $ 4,53¢ 14%
Effective tax rate (%) 59% 42% 17% —

Our effective tax rate was 59% for fiscal 2014mpared with an effective tax rate of 42% for fise@ll3 . The provision for income taxes for
fiscal 2014was comprised primarily of U.S. federal and statee$, other foreign income taxes, foreign withhaddiaxes, discrete events resulting fi
an increase in tax reserves, as well as the iroius stock-based compensation benefits and trapsfing allocations which impact jurisdictional
income taxed at various tax rates. The increafieeieffective tax rate in fiscal 2014 was primadlye to an increase in estimated tax liability tedeto
foreign operations, an increase in tax reservegy@ease in non-tax deductible stock-based congtemsexpense, and limitations on utilizing foreign
withholding tax credits.

It is our policy to classify accrued interest amhalties related to unrecognized tax benefitsénpttovision for income taxes. As of December
31, 2014, we had accrued $1.7 million for estimatéerest related to uncertain tax provisions coreg&o an accrual of $1.0 million as of December
31, 2013.
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Within the next twelve months, we do not believeréhwill be a decrease in uncertain tax benefés¢buld significantly impact our effective
tax rate.

Fiscal Years 2013 and 2012

Revenue
Year Ended December 31,
2013 2012
% of % of
Amount Revenue Amount Revenue Change % Change
(in thousands, except percentages)
Revenue:
Product $ 278,04¢ 45% $ 248,94¢ 47% $ 29,09¢ 12%
Services and other 337,25: 55 284,69: 53 52,56( 18
Total revenue $ 615,29° 10% $ 533,63 10% $ 81,65¢ 15%
Revenue by Geography:
Americas $ 252,78t 41% $ 217,05¢ 41% $ 35,73( 16%
EMEA 208,97¢ 34 184,17" 35 24,80« 13
APAC 153,53. 25 132,40t 24 21,12« 16
Total revenue $ 615,29° 10% $ 533,63¢ 10% $ 81,65¢ 15%

Total revenue increased by $81.7 million, or 158jscal 2013 compared to fiscal 2012. The Amerieggon contributed the largest portion
of our revenue growth on an absolute dollar basisal three regions showed growth on a percerttages. The growth in EMEA was slightly lower
due to a slowdown in the macroeconomic environnretttat area. Product revenue increased by $29libmior 12%, compared to fiscal 2012. The
increase in product revenue was primarily drivergtsater sales volume in our FortiGate producttdiacreased demand across all product categ
from our entry-level and mid-range products for Benanterprises and branch deployments to our-kigih products for large enterprise and service
provider customers. Services and other revenueased by $52.6 million, or 18%, in fiscal 2013 canegl to fiscal 2012 due to the recognition of
revenue from our growing deferred revenue balaoosisting of FortiGuard security subscription amdticare technical support contracts sold to a
larger customer base as well as renewals of simdlatracts sold in earlier periods.

Cost of revenue and gross margin

Year Ended December 31,
2013 2012 Change % Change
(in thousands, except percentages)

Cost of revenue:

Product $ 11461. $ 93,97 $ 20,64( 22%

Services and other 66,03: 53,44¢ 12,58: 24
Total cost of revenue $ 180,64: $ 147,42( % 33,22! 23%
Gross margin (%):

Product 58.8% 62.2% (3.5%

Services and other 80.4 81.2 (0.9
Total gross margin 70.€% 72.% (1.89%

Total gross margin decreased by 1.8 percentagéspaifiscal 2013 compared to fiscal 2012, as tpstiduct and services and other gross
margins declined. Product gross margin decreas&iSyercentage points in fiscal 2013 comparedstaf 2012 primarily due to a slightly higher mix
of sales of entry-level products, particularly savéigh-volume distributed enterprise, retail attlication deals sold in the fourth quarter of fisca
2013. We also experienced higher warranty-relatestisoof $2.5 million, increased freight costs ofsshillion, increased occupancy-related costs of
$1.1 million and higher
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excess inventory write-offs of $0.7 million. Sem$cand other gross margin decreased by 0.8 pegeeptants during fiscal 2013 primarily due to our
continued investments in our technical support wizgion to accommodate our expanding customer &agénigher service level expectations from
our enterprise customers. In addition, we expe&adrgrowth in our professional consulting servicésclv have lower gross margins than our support
and subscription businesses. Cost of services ted gevenue increased by $12.6 million primariedo a $9.9 million increase in personnel costs
related to headcount increases, a $1.1 millioregme in stock-based compensation expense, and enon increase in depreciation and other
expenses.

Operating expenses

Year Ended December 31,
2013 2012

% of % of
Amount Revenue Amount Revenue Change % Change

(in thousands, except percentages)

Operating expenses:

Research and development $ 102,66( 17% $ 81,07¢ 15% $ 21,58 27%

Sales and marketing 224,99 36 179,15! 33 45,83¢ 26

General and administrative 34,91 6 25,511 5 9,40z 37
Total operating expenses $ 362,56¢ 59% $ 285,74« 53% $ 76,82( 27%

Research and development expense

Research and development expense increased by itlod, or 27%, in fiscal 2013 compared to fis@8I12 primarily due to an increase of
$11.7 million in personnel costs as a result oféased headcount to support the development ofonesiicts and continued enhancements of our
existing products. In addition, stock-based comptos expense increased by $4.0 million, produgttiment expenses, such as third-party testing
and prototypes, increased by $2.0 million, acqgoisitelated costs increased by $1.9 million, angreleiation and other expenses increased by $2.1
million.

Sales and marketing expense

Sales and marketing expense increased by $45.@midir 26%, in fiscal 2013 compared to fiscal 20d2marily due to an increase of $25.6
million in personnel costs as we continued to iaseeour sales headcount in order to expand oualgfobtprint. In addition, stockased compensati
expense increased by $6.7 million, marketing-rel&epenses increased by $5.4 million, travel exgeicreased by $3.9 million, depreciation
expenses increased by $2.1 million, and other esgeimcreased by $2.1 million. As a percentagetaf tevenue, sales and marketing expenses
increased as we accelerated the investment inades #rce during fiscal 2013 to support futurevgto

General and administrative expense

General and administrative expense increased Byrfilion, or 37%, in fiscal 2013 compared to fise812. Personnel costs increased by
$3.4 million and stock-based compensation experngeased by $1.8 million, as we continued to ineeeaur headcount in order to support our

expanding business. In addition, we incurred antatal $3.9 million of legal and accounting feesla0.3 million in higher depreciation expense.

Interest income and other expen— net

Year Ended December 31,

2013 2012 Change % Change
(in thousands, except percentages)
Interest income $ 530¢ $ 5,00¢ $ 30C 6%
Other expense—net (1,459 (48%) (970) 20C

The $0.3 million increase in interest income iréis2013 compared to fiscal 2012 was primarily tlumterest earned on higher invested
balances of cash, cash equivalents and investmEmtschange in other expense—net, for fiscal 20ti8rnmcompared to fiscal 2012, was the result of
higher foreign exchange losses.
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Provision for income taxe

Year Ended December 31,

2013 2012 Change % Change
(in thousands, except percentages)
Provision for income taxes $ 31,66¢ $ 38,16( $ (6,492 A7)%
Effective tax rate (%) 42% 36% 6% —

Our effective tax rate was 42% for fiscal 2013, paned with an effective tax rate of 36% for fis2@lLl2. The provision for income taxes for
fiscal 2013 was comprised primarily of federalfestand foreign income taxes as well as the inclusiostock-based compensation benefits and cost
allocations, which affected the transfer pricintcakations among the United States and some ofaraign subsidiaries. The increase in the effective
tax rate for fiscal 2013 as compared to fiscal 2@42 primarily due to an increase in profits subjedJ.S. tax, a decrease in stdzksed compensati
benefits, and their corresponding impact on thesfiexr pricing calculations among the United Statas$ some of our foreign subsidiaries

During January 2013, the U.S. Federal Researctbandlopment Tax Credit was reinstated retroactitelfjscal 2012. The U.S. Federal
Research and Development Tax Credit benefit wawrded in the first quarter of fiscal 2013, whichsahe period of enactment.

Beginning with fiscal 2013, we operate under ait@entive agreement in Singapore, which is effecttwrough December 31, 2023, and may

be extended if certain additional requirementssatésfied. The tax incentive agreement is conditiapon our meeting certain employment and
investment thresholds.

It is our policy to classify accrued interest amhalties related to unrecognized tax benefits énpttovision for income taxes. As of December

31, 2013, we had accrued approximately $1.0 mill@mrestimated interest related to uncertain tavisions compared to an accrual of $1.5 million as
of December 31, 2012.
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Quarterly Results of Operations

The following table sets forth our unaudited qudytstatements of operations data for the lasttdighal quarters. The information for eact
these quarters has been prepared on the samebdkes audited annual financial statements incledssivhere in this Annual Report and, in the
opinion of management, includes all adjustmentsciincludes only normal recurring adjustments,assary for the fair presentation of the results of
operations for these periods. This data shoulathd in conjunction with our audited consolidatethficial statements and related notes included
elsewhere in this annual report. These quarterfyaig results are not necessarily indicativelwsfaperating results for any future period.

Three Months Ended

Dec 31, Sept 30, Jun 30, Mar 31, Dec 31, Sept 30, Jun 30, Mar 31,
2014 2014 2014 2014 2013 2013 2013 2013

(in thousands, except per share amounts)

Consolidated Statements of Operations

Data:
Revenue:

Product $ 110,67¢ $ 87,73 $ 8538 $ 76,76 $ 8388 $ 69,68 $ 66,52¢ $ 57,95(

Services and other 113,29: 105,61 98,71« 92,18« 93,46¢ 85,01: 80,90: 77,87(
Total revenue 223,96 193,34 184,09¢ 168,94¢ 177,35( 154,69¢ 147,42¢ 135,82(
Cost of revenue:

Product™ 46,07( 35,63¢ 37,45t 32,13¢ 37,57¢ 27,12¢ 26,94¢ 22,95¢

Services and othét 19,55 21,24¢ 20,30z 18,60¢ 16,29¢ 16,80 16,76( 16,17(
Total cost of revenue 65,62+ 56,88 57,75 50,74 53,871 43,93( 43,70¢ 39,12¢
Total gross profit 158,34! 136,46: 126,34: 118,20t 123,47 110,76¢ 103,72( 96,69:
Operating expenses:

Research and developmént 33,097 30,79( 29,93¢ 29,05t 27,747 26,42: 25,15¢ 23,33«

Sales and marketing 93,22¢ 80,43 74,817 67,32¢ 62,33: 56,681 55,991 49,97¢

General and administrative 12,10« 9,78¢ 10,44« 9,01( 8,752 9,38 8,78¢ 7,991
Total operating expenses 138,42¢ 121,01: 115,19¢ 105,39: 98,83( 92,49( 89,94: 81,30:
Operating income 19,91¢ 15,45 11,14 12,81t 24,64 18,27¢ 13,77% 15,39:
Interest income 1,40z 1,33¢ 1,31¢ 1,33¢ 1,31¢ 1,282 1,337 1,36¢
Other (expense) income—net (1,200 (1,00%) (579 (389) (419 (1,157 (200 21t
Income before income taxes 20,11¢ 15,78¢ 11,88’ 13,75¢ 25,54 18,41( 15,01« 16,97¢
Provision for income taxes 13,30¢ 11,72¢ 5,80¢ 5,36¢€ 13,52¢ 7,381 6,03¢ 4,72¢
Net income $ 681 $ 405 $ 608 $ 8,39 $ 12,01¢ $ 11,02¢ $ 8,97¢ $ 12,24¢
Net income per share

Basic $ 0.0 $ 0.0z $ 0.04 0.0t $ 0.07 $ 0.07 $ 0.0¢ $ 0.0¢

Diluted $ 0.0 % 0.0z $ 0.0 $ 0.0t $ 0.07 $ 007 $ 0.0t $ 0.07

o Includes stocksased compensation expense as foll
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Three Months Ended

Dec 31, Sept 30, Jun 30, Mar 31, Dec 31, Sept 30, Jun 30, Mar 31,
2014 2014 2014 2014 2013 2013 2013 2013
(in thousands)
Cost of product revenue $ 132 $ 6 $ 17¢  $ 113 $ 106 $ 91 $ 9% $ 90
Cost of services revenue 1,612 1,522 1,362 1,32¢ 1,29¢ 1,297 1,22¢ 1,02(C
Research and development 4,70¢ 4,50t 4,171 3,88: 3,66¢ 3,54¢ 3,291 2,76¢
Sales and marketing 7,854 7,391 5,747 5,74¢ 5,59¢ 5,21t 4,59¢ 4,11¢
General and administrative 2,371 1,18t 3,257 1,86( 2,01¢ 1,627 1,50( 1,30¢

Total stock-based
compensation expense $ 16,68 $ 14661 $ 1471 $ 1293 $ 12,68 $ 1177¢ $ 10,700 $ 9,29¢

@ Includes amortization expense and impairment cisarglated to certain intangible assets as foll
Three Months Ended
Dec 31, Sept 30, Jun 30, Mar 31, Dec 31, Sept 30, Jun 30, M
2014 2014 2014 2014 2013 2013 2013

(in thousands)
Amortization expense of certain

intangible assets $ 244 % 244 % 40¢ $ 511 $ 50¢ $ 42: % 354 %
Impairment charges related to
certain intangible assets — 2,40¢ — 46¢ — —

Total amortization expense
and impairment charges

related to certain intangible
assets $ 244 % 244 % 281 $ 511 $ 977  $ 42:  $ 354 $

Seasonality, Cyclicality and Quarterly Revenue Toky

Our quarterly results reflect a pattern of increlasgstomer buying at year-end, which has positiiralyacted sales activity in the fourth
quarter. In the first quarter we generally expeselower sequential billings and product revenuggctvresults in lower revenue. In the third quarter
we generally experience lower sequential billingd eevenue in Europe due to reduced economic gctivEurope during the summer months, but
may not always be the case. Similarly, our opegaticome has been affected by these historicatir®ecause operating expenses are relatively fixed
in the near-term. Although these seasonal facters@mmon in the technology sector, historicalgrat should not be considered a reliable indicator
of our future sales activity or performance. Oruarterly basis, we have usually generated the iityjofrour product revenue in the final month of
each quarter and a significant amount in the lastweeks of each quarter. We believe this is duittomer buying patterns typical in this industry.

Our total quarterly revenue over the past eighttgus has generally increased sequentially in gaelnter, except in the first quarter of 2014.
Product revenue in all of the quarters of fiscal2@as higher as compared to the same periodsdal 2013 , which we believe was due in part to the
investments made in our sales and marketing orgtois and continued product innovation.

Total gross margin has fluctuated on a quarterfisoprimarily due to shifts in the mix of saleswegn products and services. Product gross
margins, on average throughout the fiscal yeaghtli decreased in fiscal 2014 compared to the spmeter of fiscal 2013 due to product mix. Pro
gross margin varies based on the types of prodwbttsand the average selling prices of our prod@8gasvice gross margins, on average throughout the
fiscal year, remained relatively consistent indis2014 compared to fiscal 2013.
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Liquidity and Capital Resource

December 31

2014 2013 2012
(in thousands)
Cash and cash equivalents $ 283,25: $ 115,87 $ 122,97!
Investments 708,49( 727,17 616,61:
Total cash, cash equivalents and investments $ 991,74 $ 843,04 $ 739,58t
Working capital $ 550,40¢ $ 322,48! $ 249,97(

Year Ended December 31,

2014 2013 2012
(in thousands)
Cash provided by operating activities $ 196,58: $ 147,38: $ 183,86t
Cash used in investing activities (29,35() (146,73 (182,71)
Cash (used in) provided by financing activities 74¢ (6,427) 50,15¢
Effect of exchange rates on cash and cash equigalen (600) (1,329 (326€)
Net (decrease) increase in cash and cash equisalent $ 167,38: $ (7,109 $ 50,98¢

Liquidity and capital resources may be impactedbiyoperating activities, as well as acquisitiadapital expenditures, stock repurchases,
proceeds associated with stock option exercisessandnces of common stock, and investments itegicarelationships that we have made or may
make in the future. In January 2014, we receivedsh payment of $20.0 million pursuant to a six yeatual covenant-not-to-sue and release
agreement with Palo Alto Networks, Inc. As of Detem31, 2014, $122.5 million remains availableftdure share repurchases under our stock
repurchase program, which will be financed throaghavailable working capital. In recent years wagéreceived significant capital resources related
to the exercise of stock options and purchasesrimdeESPP. We expect proceeds in future years impacted by our share price and the mix of
stock options and RSUs issued. We expect to spgmabamately $42.0 million related to our capitapenditures, primarily related to purchase of
computer equipment, expansion of our offices, aagethe implementation of our enterprise resopleaning system in fiscal 2015.

As of December 31, 2014 , our cash, cash equivalant investments of $991.7 million were heldvorking-capital purposes and were
invested primarily in corporate debt securitiespagercial paper, municipal bonds, certificates gfatgt and term deposits, money market funds, and
U.S. government and agency debt securities. ltisrvestment policy to invest excess cash in amaathat preserves capital, provides liquidity and
maximizes return without significantly increasingke

As of December 31, 2014 , $265.6 million of ourttaad investments was held by our internationasisiidgries and is therefore not
immediately available to fund domestic operationkess the cash is repatriated. While we do nonhihte do so, should this amount be repatriated, it
would be subject to U.S. federal income tax whichuld be partially offset by foreign tax credits. \§@ not enter into investments for trading or
speculative purposes. We believe that our existagh and cash equivalents will be sufficient totnoee anticipated cash needs for at least the Tizxt
months. Our future capital requirements will dependnany factors including our growth rate, theitignand extent of spending to support
development efforts, the expansion of sales and&etiag activities, the introduction of new and emted products and services offerings, the costs to
ensure access to adequate manufacturing capadittharcontinuing market acceptance of our proditistorically, we have required capital
principally to fund our working capital needs, dapexpenditures, share repurchases, and acquisititvities. In the event that additional finargis
required from outside sources, we may not be abtaise it on terms acceptable to us or at aldfare unable to raise additional capital whenrddsi
our business, operating results and financial cmrdivould be adversely affected.

Operating Activities
Cash generated by operating activities is our piyrsaurce of liquidity. It is primarily comprised net income, adjusted for non-cash items,
and changes in operating assets and liabilities-&sh adjustments consist primarily of stock-basedpensation, depreciation of property and

equipment, amortization of intangible assets, extas benefit from stock-based compensation, arattéation of investment premiums.
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Our operating activities during fiscal 2014 prowddi196.6 million in cash as a result of profitaliltiming of billings and collections, and t
ability to successfully manage our working capitdle primary sources of cash from operating a@isituring fiscal 2014 consisted of net income of
$25.3 million increased by non-cash adjustmen®98f9 million and changes in operating assets iabdities of $77.4 million. In January 2014, we
received $20.0 million pursuant to a six-year mutawenant-not-to-sue and release agreement wlthAto Networks, Inc. Changes in operating
assets and liabilities primarily included an inge# payments received from customers and a iteakegash related to the mutual covenant-not-to-sue
and release agreement, partially offset by paynfenisventory purchases, prepayment of certaireasps, and payments of income taxes during the
period.

Our operating activities during fiscal 2013 prowddgl47.4 million in cash as a result of profitalgiltiming of billings and collections, and t
ability to successfully manage our working capitdle primary sources of cash from operating a@isitluring fiscal 2013 consisted of net income of
$44.3 million increased by non-cash adjustment®66f2 million and changes in operating assets iabdities of $33.9 million. Changes in operating
assets and liabilities primarily included an inege# payments received from customers, partidfsebby payments for inventory purchases.

Our operating activities during fiscal 2012 prowddg183.9 million in cash as a result of profitalgiltiming of billings and collections, and t
ability to successfully manage our working capitdle primary sources of cash from operating a@isitluring fiscal 2012 consisted of net income of
$66.8 million increased by non-cash adjustment®4df0 million and changes in operating assets iabdities of $73.0 million. Changes in operating
assets and liabilities primarily included an inege# payments received from customers, partidfsebby payments for inventory purchases.

Investing Activities

The changes in cash flows from investing activipemarily relate to timing of purchases, matustiand sales of investments, purchases of
property and equipment, and payments made in ctionegith acquisitions.

During fiscal 2014, cash used for investing adgitwas primarily due to $32.2 million spent onitalexpenditures, partially offset by
positive cash flow due to maturities, net of pusdg® from our investments of $2.9 million.

During fiscal 2013, cash used for investing adegitwas primarily due to $125.2 million of net pases of investments, $13.9 million for the
purchases of property and equipment, and $7.6amiftr acquisitions.

During fiscal 2012, cash used for investing adegitwas primarily due to $159.4 million of net puases of investments, $22.1 million for the
purchases of property and equipment, and $1.2amiftr acquisitions.

Financing Activities

The changes in cash flows from financing activipesnarily relate to proceeds from the issuanceashmon stock, taxes paid related to net
share settlement of equity awards, excess tax ibvdrmeh stock-based compensation, and repurchageeaimement of common stock.

During fiscal 2014, cash provided by financing tits was $0.7 million as a result of proceed$%f#.3 million from the issuance of comn
stock under our stock plans. This cash inflow wagiglly offset by $44.0 million of common stockrechases and $10.6 million of taxes payment
related to withholding upon the issuance of RSUs.

During fiscal 2013, cash used in financing actastivas $6.4 million as a result of our repurchaskratirement of $33.5 million of common
stock and our net-share settlement of RSUs of §illln. This was offset by receiving proceeds @2$ million and $12.7 million from the issuance
of common stock under our stock option plans anBFESespectively, and an excess tax benefit fropl@me stock option exercises of $3.0 million.

During fiscal 2012, cash provided by financing tits was $50.2 million as a result of proceed$28.1 million from the issuance of
common stock under our equity-based incentive pdanasan excess tax benefit of $12.1 million
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Contractual Obligations and Commitments

The following summarizes our contractual obligaii@s of December 31, 2014 :

Payments Due by Period

More than 5
Total Less than 1 yeal 1-3years 3-5years years
(in thousands)

Operating lease$ $ 42,62: $ 11,53t $ 23,36¢ $ 7,27¢ % 45(
Purchase commitmenfs 62,80¢ 62,80« — — —
Other contract¥ 21,00¢ 18,16¢ 2,83 — —

Total $ 12643 $ 92,50¢ $ 26,20. $ 727¢ $ 45C
o Consists of contractual obligations from ncemcelable office space under operating le
@ Consists of minimum purchase commitments with irthelent contract manufacture
® Consists of an estimate of all open purchase oataontractual obligations in the ordinary cowfbusiness, other than commitments with contreemufacturers and

suppliers, for which we have not received the gawdservices. Purchase obligations do not inclugeracts that may be cancelled without penaltyh@dgh open purchase
orders are considered enforceable and legally hindhe terms generally allow us the option to e§rreschedule, and adjust our requirements basediobusiness needs prior
to the delivery of goods or performance of servitéstax liabilities related to uncertain tax pasits have been included in the table. As of Decer@bhe2014 , we had $45.1
million of long-term tax liabilities, including ietest, related to uncertain tax positions. Becafiiee high degree of uncertainty regarding thdesaent of these liabilities, we
are unable to estimate the years in which futusé caitflows may occur.

Off-Balance Sheet Arrangements

During fiscal 2014 , fiscal 2013 and fiscal 20Me, did not have any relationships with unconsoéidairganizations or financial partnerships,
such as structured finance or special purposdesntiiat would have been established for the parpbacilitating off-balance sheet arrangements or
other contractually narrow or limited purposes.

Recent Accounting Pronounceme

See Note 1 of the notes to our consolidated firmstatements in Part II, Item 8 of this Annual Bepn Form 10-K for a full description of
recently adopted accounting pronouncements.

ITEM 7A. Quantitative and Qualitative Disclosures about Market Risk
Interest Rate Fluctuation Risl

The primary objectives of our investment activitées to preserve principal, provide liquidity aneximize income without significantly
increasing risk. Some of the securities we investre subject to market risk. This means that aghén prevailing interest rates may cause the
principal amount of the investment to fluctuate.mimimize this risk, we maintain our portfolio cdigh, cash equivalents and investments in a variety
of securities, including commercial paper, moneykegfunds, government and corporate debt secsigtiel certificates of deposit. The risk associated
with fluctuating interest rates is limited to oawestment portfolio. A 10% decrease in interestgat fiscal 2014 , fiscal 2013 and fiscal 2012 ldou
have resulted in a decrease in our interest indareach of these periods of $0.5 million.

Foreign Currency Exchange Risk

Our sales contracts are primarily denominated B. dollars and therefore substantially all of ewenue is not subject to foreign currency
translation risk. However, a substantial portioroof operating expenses incurred outside the WeSdenominated in foreign currencies and are st
to fluctuations due to changes in foreign curreexghange rates, particularly changes in the Canattilar (“CAD”). To help protect against
significant fluctuations in value and the volajilif future cash flows caused by changes in cugrexchange rates, we engage in foreign currenky ris
management activities to hedge balance sheet demsminated in CAD. We do not use these contractsdeculative or trading purposes. All of the
derivative instruments are with high quality fin&@idnstitutions. These contracts typically havetuniies between one and three months. We record
changes in the fair value of forward exchange emt$rrelated to balance sheet accounts as othensxpnet in the consolidated statement of
operations. We recognized an expense of $3.2 milfimther expense, net, in fiscal 2014 due toiforeurrency transaction losses.
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Our hedging activities are intended to reduce nioeliminate, the impact of currency exchange ma@ements. As our hedging activities are
relatively short-term in nature and are focuse&D, long-term material changes in the value ofth8. dollar against other foreign currencies, such
as the Euro (“EUR”), British pound (“GBP”), and @bse Renminbi (“CNY”"rould adversely impact our operating expensesaritture. We assess
the risk of loss in fair values from the impacthgpothetical changes in foreign currency exchaagesr For foreign currency exchange rate risk,%
increase or decrease of foreign currency exchaatgs against the U.S. dollar with all other vaealield constant would have resulted in a $2.2
million change in the value of our foreign currem@sh accounts as of December 31, 2014.

Inflation Risk

Our monetary assets, consisting primarily of cassh equivalents and short-term investments, araffexted significantly by inflation
because they are short-term. We believe the ingfanflation on replacement costs of equipmentniuure and leasehold improvements will not
materially affect our operations. The rate of itila, however, affects our cost of revenue and Bges, such as those for employee compensation,
which may not be readily recoverable in the pritproducts and services offered by us.
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The supplementary financial information requirecthg Item 8 is included in Part Il, Item 7 of tsnual Report on Form 10-K under the caption
“Quarterly Results of Operations.”
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Fortinet, Inc.
Sunnyvale, California

We have audited the accompanying consolidated balsimeets of Fortinet, Inc. and subsidiaries (@enipany”) as of December 31, 2014
and 2013, and the related consolidated stateménfzeoations, comprehensive income, stockholdersitg, and cash flows for each of the three years
in the period ended December 31, 2014. Our aulditsiacluded the financial statement scheduledigtethe Index at Item 15. These financial
statements and financial statement schedule aregipensibility of the Company’s management. Ospoasibility is to express an opinion on the
financial statements and financial statement sdeduased on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighamBiqUnited States). Those
standards require that we plan and perform thet &mdbtain reasonable assurance about whethdintecial statements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and disidg in the financial statements. An audit also
includes assessing the accounting principles usédignificant estimates made by management, dsawelvaluating the overall financial statement
presentation. We believe that our audits providesgonable basis for our opinion.

In our opinion, such consolidated financial statatagresent fairly, in all material respects, tinarficial position of Fortinet, Inc. and
subsidiaries as of December 31, 2014 and 2013theenesults of their operations and their cash $léov each of the three years in the period ended
December 31, 2014, in conformity with accountingngiples generally accepted in the United State&roérica. Also, in our opinion, such financial
statement schedule, when considered in relatidhetdasic consolidated financial statements takemwshole, presents fairly, in all material respect
the information set forth therein.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the Company’s
internal control over financial reporting as of Betber 31, 2014, based on the criteria establishbddrnal Control— Integrated Framework (2013)
issued by the Committee of Sponsoring Organizatigrike Treadway Commission and our report datdalsey 27, 2015 expressed an unqualified
opinion on the Company'’s internal control over fingl reporting.

/s/ DELOITTE & TOUCHE LLP

San Jose, California
February 27, 2015
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FORTINET, INC.

CONSOLIDATED BALANCE SHEETS
(in thousands, except per share amounts)

December 31,

December 31,

2014 2013
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 283,25 $ 115,87:
Short-term investments 436,76t 375,49
Accounts receivable—Net of sales returns reserdeafiowance for doubtful accounts of $6,204 ani
$4,605 as of December 31, 2014 and December 3B, 28dpectively 184,74: 130,47:
Inventory 69,47" 48,67
Deferred tax assets 41,48 50,98(
Prepaid expenses and other current assets 31,14 14,05:
Total current assets 1,046,86! 735,54t
LONG-TERM INVESTMENTS 271,72 351,67
PROPERTY AND EQUIPMENT—Net 58,91¢ 36,65
DEFERRED TAX ASSETS 31,08( 30,05¢
GOODWILL 2,82¢ 2,87:
OTHER INTANGIBLE ASSETS—Net 2,832 6,841
OTHER ASSETS 10,53( 4,82(
TOTAL ASSETS $ 1,424,77. % 1,168,46
LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES:
Accounts payable $ 49947 $ 35,59¢
Accrued liabilities 29,01¢ 27,38(
Accrued payroll and compensation 45,87¢ 34,997
Income taxes payable 2,68¢ 21,42:
Deferred revenue 368,92¢ 293,66
Total current liabilities 496,45t 413,06
DEFERRED REVENUE 189,82¢ 138,96
INCOME TAXES PAYABLE 45,13¢ 30,20¢
OTHER LIABILITIES 17,38t 471
Total liabilities 748,80! 582,70«
COMMITMENTS AND CONTINGENCIES (Note 10)
STOCKHOLDERS’ EQUITY:
Common stock, $0.001 par value — 300,000 sharémened; 166,443 and 161,535 shares issued
outstanding as of December 31, 2014 and Decemb&033B, respectively 16€ 161
Additional paid-in capital 562,50: 462,64«
Accumulated other comprehensive (loss) income (349) 1,092
Retained earnings 113,64! 121,86
Total stockholders’ equity 675,96t 585,76(
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $ 1,424,777 $ 1,168,46.

See notes to consolidated financial statements.
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FORTINET, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share amounts)

Year Ended December 31,

2014 2013 2012
REVENUE:
Product $ 360,55¢ $ 278,04t $ 248,94¢
Services and other 409,80t 337,25: 284,69:
Total revenue 770,36 615,29 533,63
COST OF REVENUE:
Product 151,30( 114,61: 93,97:
Services and other 79,70¢ 66,03: 53,44¢
Total cost of revenue 231,00¢ 180,64 147,42(
GROSS PROFIT:
Product 209,25¢ 163,43! 154,97
Services and other 330,09 271,21¢ 231,24
Total gross profit 539,35! 434,65¢ 386,21¢
OPERATING EXPENSES:
Research and development 122,88 102,66( 81,07¢
Sales and marketing 315,80 224,99: 179,15!
General and administrative 41,347 34,91 25,51
Total operating expenses 480,03: 362,56 285,74
OPERATING INCOME 59,32¢ 72,09( 100,47!
INTEREST INCOME 5,39: 5,30¢ 5,00¢
OTHER EXPENSE—Net (3,169 (1,455 (485)
INCOME BEFORE INCOME TAXES 61,54¢ 75,94: 104,99¢
PROVISION FOR INCOME TAXES 36,20¢ 31,66¢ 38,16(
NET INCOME $ 25,34:  $ 4427 $ 66,83¢
Net income per share (Note 8):
Basic $ 0.1t $ 027 $ 0.4z
Diluted $ 0.1t $ 0.2¢ $ 0.4C
Weighted-average shares outstanding:
Basic 163,83: 162,43! 158,07:
Diluted 169,28 168,18: 166,32¢

See notes to consolidated financial statements.
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FORTINET, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

Year Ended December 31,

2014 2013 2012

Net income $ 25,347 $ 44270 $ 66,83¢
Other comprehensive (loss) income—net of taxes:

Foreign currency translation (losses) gains (339 (1,617 524

Unrealized (losses) gains on investments (1,70¢) (587) 3,331

Tax benefit (provision) related to items of othemprehensive income or loss 60C 20t (1,16¢€)
Other comprehensive (loss) income—net of taxes (1,447 (1,999 2,68¢
Comprehensive income $ 2390: $ 4227 $ 69,52¢

See notes to consolidated financial statements.
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FORTINET, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
(in thousands)

Accumulated

Common Stock Treasury Stock B Other
Additional Comprehensive Total
Paid-In (Loss) Retained Stockholders’
Shares Amount Shares Amount Capital Income Earnings Equity
BALANCE—December 31, 2011 156,40. $ 15€ (1,409 $(2,99%) $317,02¢ $ 40z $ 43,768 $ 358,35
Issuance of common stock upon exercise of stodkmgpt 4.77¢ 5 — — 27,17¢ — — 27,18
Issuance of common stock in connection with empasteck purchase plan 577 1 — — 10,90: — — 10,90«
Stock-based compensation expense — — — — 30,69( — — 30,69(
Income tax benefit associated with stock-based emsgtion — — — — 14,27¢ — — 14,27¢
Net unrealized gain on investments - net of taxes — — — — — 2,16¢ — 2,16t
Net change in cumulative translation adjustments — — — — — 524 — 524
Net income — — — — — — 66,83¢ 66,83¢
BALANCE—December 31, 2012 161,750 $ 16z (1,409 $(2,99%) $400,07% $ 3,097 $110,60: $ 510,93
Issuance of common stock upon exercise of stodkmgpt 2,48¢ 2 — — 12,88¢ — — 12,88¢
Issuance of common stock in connection with empasteck purchase plan 672 1 — — 12,69¢ — — 12,69¢
Issuance of common stock upon vesting of restristedk units 22¢ — — — — — — —
Tax withholding upon vesting of restricted stockaags (70) — — — (1,452 — — (1,452
Repurchase and retirement of common stock (3,540 (4) 1,40¢ 2,99t (8,929 — (33,01) (38,949
Stock-based compensation expense — — — — 43,90¢ — — 43,90¢
Income tax benefit associated with stock-based emsgtion — — — — 3,46( — — 3,46(
Net unrealized loss on investments - net of taxes — — — — — (382) — (382)
Net change in cumulative translation adjustments — — — — — (1,617 — (1,617
Net income — — — — — — 44,27 44,27
BALANCE—December 31, 2013 161,53! $ 161 — $ — $46264: $ 1,092 $121,86: $ 585,76(
Issuance of common stock upon exercise of stodkmgpt 4,76% 5 — — 42,42¢ — — 42,43
Issuance of common stock in connection with empasteck purchase plan 77C 1 — — 13,99( — — 13,99
Issuance of common stock upon vesting of restristedk units 1,48: 1 — — () — — —
Tax withholding upon vesting of restricted stockaags (461) — — — (10,599 — — (10,599
Repurchase and retirement of common stock (1,647 2 — — (4,999 — (33,567 (38,557
Stock-based compensation expense — — — — 58,99 — — 58,99
Income tax benefit associated with stock-based emsgtion — — — — 43 — — 43
Net unrealized loss on investments - net of taxes — — — — — (1,109) — (1,109)
Net change in cumulative translation adjustments — — — — — (33%) — (339
Net income — — — — — — 25,34 25,34
BALANCE—December 31, 2014 166,44. $ 16€ — $ — $562500 $ (349) $113,64! $ 675,96¢

See notes to consolidated financial statements.
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FORTINET, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net caskigeal by operating activities:
Depreciation and amortization
Amortization of investment premiums
Stock-based compensation
Excess tax benefit from stock-based compensation
Other non-cash items—net
Changes in operating assets and liabilities:
Accounts receivable—net
Inventory
Deferred tax assets
Prepaid expenses and other current assets
Other assets
Accounts payable
Accrued liabilities
Accrued payroll and compensation
Other liabilities
Deferred revenue
Income taxes payable
Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of investments
Sales of investments
Maturities of investments
Purchases of property and equipment
Payments made in connection with business acauisiti-net of cash acquired
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of common stock
Taxes paid related to net share settlement ofyequiards
Excess tax benefit from stock-based compensation
Repurchase and retirement of common stock
Net cash provided by (used in) financing activities
EFFECT OF EXCHANGE RATES ON CASH AND CASH EQUIVALEG
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENT
CASH AND CASH EQUIVALENTS—Beginning of year
CASH AND CASH EQUIVALENTS—ENnd of year
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid for income taxes—net
NON-CASH INVESTING AND FINANCING ACTIVITIES:
Liability for purchase of property and equipmentl @sset retirement obligations
Liability incurred in connection with business aisifion

Liability incurred for repurchase of common stock

Year Ended December 31,

2014 2013 2012
2534: $ 44270 $ 66,83¢
22,02¢ 15,62: 11,56¢

8,70: 11,63¢ 12,96
58,99¢ 43,90¢ 30,69¢(
- (2,979 (12,069
4,14( 961 881
(55,889 (22,080 (12,120
(32,459 (35,099 (11,309
9,07z (18,750 (9,259
(16,000 (907) 791
(1,307) 1,247 2,47(
18,03 10,48¢ 961
7,12( 3,60: 2,171
10,83¢ 6,01% 4,59¢
14,31¢ (1,949 (1,870
127,41 68,87 68,29:
(3,779 22,52 28,26¢
196,58: 147,38 183,861
(497,089 (552,779 (601,08
41,75¢ 57,89 26,26¢
458,19: 369,65¢ 415,44(
(32,19) (13,87) (22,089
a7 (7,635) (1,249
(29,350 (146,739 (182,71)
55,32+ 25,58+ 38,08:
(10,599 (1,457 —
_ 2,97¢ 12,06¢
(43,97) (33,529 =
74¢ (6,429 50,15¢
(600) (1,329 (326)
167,38: (7,107 50,98¢
115,87: 122,97 71,99(
283,25 $ 11587: $ 122,97
40,55, $ 25448 $ 17,08¢
3278 % 425: % 39¢
— 3 00 $ 201

— 3 542( $ —

See notes to consolidated financial statements.
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FORTINET, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Business—Fortinet, Inc. (“Fortinet”) was incorporated in Be/are in November 2000 and is a leading provideredtwork security
appliances to enterprises, service providers amdrgment organizations worldwide. Fortinet’s sauo8g are designed to integrate multiple levels of
security protection, including firewall, virtualipate networking, application control, anti-malwairgrusion prevention, web filtering, vulnerabjlit
management, anti-spam, wireless controller, and Véadeleration. Our security solutions are fastsswlire and designed to provide broad, high-
performance protection against dynamic securitgats while simplifying the IT infrastructure of oeimd-customers worldwide.

Basis of Presentation and Preparatior—The consolidated financial statements of Fortaret its wholly owned subsidiaries (collectively,
the “Company,” “we,” “us” or “our”) have been prapa in accordance with generally accepted accogipimciples in the United States (“GAAP”).
All intercompany transactions and balances have béminated in consolidation.

Use of Estimates—The preparation of consolidated financial stateimi@naccordance with GAAP requires managementakenestimates
and assumptions that affect the amounts reportétticonsolidated financial statements and accogipgamotes. Such management estimates include
implicit service periods for revenue recognitidatightion and settlement costs and other loss ngsticies, sales returns reserve and allowance for
doubtful accounts, inventory valuation, warrantyaere, goodwill and other long-lived assets, investts, stock-based compensation, accounting for
income taxes related to deferred tax asset balameseserves, and accounting for business conitmsatVe base our estimates on historical
experience and also on assumptions that we bedie/eeasonable. Actual results could differ fromwsthestimates.

Certain Significant Risks and Uncertainties—We are subject to certain risks and uncertairttiescould have a material adverse effect on
our future financial position or results of opeoas, such as the following: changes in level of a@edifor our products and services, the timing and
success of new product and service introductionssbgr our competitors, price and sales competdiwh our ability to adapt to changing market
conditions and dynamics such as changes in endroest distributor or reseller requirements or marleeds, changes in expenses caused, for
example, by fluctuations in foreign currency exdmnates, management of inventory, internal comiver financial reporting, market acceptance of
our new products and services, demand for produdsservices in general, seasonality, failure ofobannel partners to perform or other disruptio
our channel, the quality of our products and sewiand the market perception of our response tovireses or security breaches, general economic
conditions, challenges in doing business outsidb®lnited States, changes in customer relatipsshiigation, or claims against us based on
intellectual property, patent, product regulatorypther factors, product obsolescence, and ouityatnl attract and retain qualified employees.

We utilize suppliers and independent contract mactufers for certain of our components and a thady logistics company for distribution
of certain of our products, which is located outsid United States. The inability of any of theseties to fulfill our supply and logistics requirents
could negatively impact our future operating result

Concentration of Credit Risk —Financial instruments that subject us to concé¢intra of credit risk consist primarily of cash, lesas
equivalents, short-term and long-term investmearid, accounts receivable. We maintain our cash, egqsivalents, and investments in fixed income
securities with major financial institutions in erdo limit the exposure of each investment. Degdstld with banks may exceed the amount of
insurance provided on such deposits.

Our accounts receivables are primarily derived fmmchannel partners in various geographical lonat We perform ongoing credit
evaluations of our customers. We generally do eqtiire collateral on accounts receivable and wetaiai reserves for estimated potential credit
losses.

As of December 31, 2014 and December 31, 2013distrébutor, Exclusive Networks Group accountedX886 and 13% of total accounts
receivable, respectively.

During fiscal 2014 , fiscal 2013 and fiscal 2018edalistributor, Exclusive Networks Group accourftadl5% , 12% and 11% of total
revenue, respectively.
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Financial Instruments and Fair Value—We apply fair value accounting for all financialsats and liabilities and non-financial assets and
liabilities that are recognized or disclosed at Yailue in the financial statements on a recurkiagis. Due to their short-term nature, the carrying
amounts reported in the consolidated financiakbstents approximate the fair value for accountsivabée, accounts payable, accrued liabilities, and
accrued payroll and compensation.

Comprehensive Income—Comprehensive income includes certain changegquityefrom non-owner sources that are excluded fran
income, specifically, unrealized gains and losseawailable-for-sale investments.

Foreign Currency Translation and Transaction Gainsand Losses—Prior to the third quarter of fiscal 2014, theetssand liabilities of our
international subsidiaries were translated into.ldd@lars using the applicable exchange rates.rébglting foreign translation adjustments were
included in the consolidated balance sheets asm@@oent of accumulated other comprehensive incdmss)(and in the consolidated statements of
comprehensive income.

In the third quarter of fiscal 2014, we reevaluates selected functional currency of our internadicsubsidiaries due to the nature of our
business operations and recorded the cumulativadtrgd the reevaluation of the functional curreirtyhe consolidated statement of operations.
Subsequently, the remeasurement of the assetsadildiés of all international subsidiaries hasheecorded in the consolidated statement of
operations prospectively. The impact of this reeatibn is not material for our fiscal 2014 or arfiyoar previously issued financial statements.

As of December 31, 2014, the functional currencgufforeign subsidiaries is the U.S. dollar. M@mgtassets and liabilities denominated in
foreign currencies have been remeasured into Wird using the exchange rates in effect at thenoe sheet dates. Foreign currency denominated
income and expenses have been remeasured usiagaifage exchange rates in effect during each pdfm@ign currency remeasurement losses of
$3.2 million , $1.5 million and $0.5 million , amecluded in Other expense—net for fiscal 2014¢di2013 and fiscal 2012 , respectively.

Cash, Cash Equivalents and Available-for-sale Invéisients —We consider all highly liquid investments, purab@svith original maturities
of three months or less, to be cash equivalentsh @ad cash equivalents consist of balances witksband highly liquid investments in money market
funds, commercial paper, and certificates of deposl term deposits.

We classify our investments as available-for-satb@time of purchase since it is our intent thatse investments are available for current
operations. Investments with original maturitiesajer than three months that mature less than esrefpm the consolidated balance sheet date are
classified as short-term investments. Investmeiitts waturities greater than one year from the cbdated balance sheet date are classified as long-
term investments.

Investments are considered to be impaired wherclnden fair value is judged to be other-than-temgwy. We consult with our investment
managers and consider available quantitative aatitgtive evidence in evaluating potential impairhef our investments on a quarterly basis. If the
cost of an individual investment exceeds its failue, we evaluate, among other factors, generddehaonditions, the duration and extent to whiah th
fair value is less than cost, and our intent arilityako hold the investment. Once a decline irr fealue is determined to be other-than-temporary, a
impairment charge is recorded and a new cost raglie investment is established.

For debt securities in an unrealized loss positibith is deemed to be other-than-temporary, themifice between the security’s theurren
amortized cost basis and fair value is separatedinthe amount of the impairment related to ¢hedit loss (i.e., the credit loss component) aindhe
amount of the impairment related to all other fegtd.e., the non-credit loss component). The ¢ieds component is recognized in earnings. The non
credit loss component is recognized in accumulatedr comprehensive loss.

Other Investments—Investments in privately held companies where wa tess than 20% of the voting stock and have dicétors of
significant influence over operating and finangielicies of those companies are included in otksets in the consolidated balance sheets and are
accounted for under the cost method. For thesegooted investments, we regularly review the assiomptunderlying the operating performance and
cash flow forecasts based on information providethlese privately held companies. If it is determdiithat an other-than-temporary decline exists in
an equity security, we write down the investmeritsdair value and record the related impairmenaa investment loss in our consolidated statements
of operations.

Inventory —Inventory is recorded at the lower of cost (udimg first-in, first-out method) or market, after giwe appropriate consideration
to obsolescence and inventory in excess of ant®ipfuture demand. In assessing the ultimate
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recoverability of inventory, we are required to re@stimates regarding future customer demandirttileg of new product introductions, economic
trends and market conditions. If the actual prodiechand is significantly lower than forecasted,omeld be required to record additional inventory
write-downs, which could have an adverse impaawngross margins and profitability.

Property and Equipment—Property and equipment are stated at cost lessradated depreciation. Depreciation is computedgitie
straight-line method over the estimated usefuldioéthe assets as follows:

Estimated Useful Lives

Building and building improvements 20 year:
Evaluation units 1 yeat
Computer equipment and software 1-2 years
Furniture and fixtures 3 -5 year:
Leasehold improvements Shorter of useful life or lease te

Impairment of Long-Lived Assets—We evaluate events and changes in circumstanaéesdhld indicate carrying amounts of long-lived
assets, including intangible assets, may not bevezable. When such events or changes in circuressamccur, we assess the recoverability of long-
lived assets by determining whether the carryingevaf such assets will be recovered through uwndisted expected future cash flows. If the total of
the future undiscounted cash flows is less tharcéing/ing amount of those assets, we record anirmpat charge in the period in which we make the
determination. If such assets are considered tmpaired, the impairment to be recognized is meabby the amount by which the carrying amou
the assets exceeds the fair value of the assets.

Goodwill —Goodwill represents the excess of purchase coraida over the estimated fair value of net asselisinesses acquired in a
business combination. Goodwill acquired in a bussredombination are not amortized, but insteadddsteimpairment at least annually during the
fourth quarter. We perform our annual goodwill inmpeent analysis at the reporting unit level. Adefcember 31, 2014, we had one reporting unit.

In reviewing goodwill for impairment we have thetiop to (i) assess qualitative factors to determitether it is more-likely-thaneot that th
fair value of the reporting unit is less than igsrging amount or (i) bypass the gqualitative assent and proceed directly to a quantitative agsess
If we opt to perform a qualitative assessmentfalgeors we may review include, but are not limiteda) macroeconomic conditions; (b) industry and
market considerations; (c) cost factors; (d) ovdirancial performance; (e) other relevant enipecific events such as changes in management,
strategy, customers, or litigation; (f) events effiieg the reporting unit; or (g) or sustained daseein share price. If we believe, as a resulef t
gualitative assessment, that it is more-likely-than that the fair value of the reporting unitéss$ than its carrying amount, the quantitative impent
test will be required. Otherwise, no further tegtwill be required. A quantitative assessmentadsgia two-step process. In the first step, thevidire
of the reporting unit is determined, and is comgargainst its carrying amount, including goodwie consider a combination of an income-based
approach using projected discounted cash flowsaamdrket-based approach using multiples of compmmpanies to determine the fair value. The
fair value of the reporting unit is estimated usangnificant judgment based on a combination ofitlteme and the market approaches. Under the
income approach, we estimate fair value of the nteppunit based on the present value of forecafteae cash flows that the reporting unit is
expected to generate over its remaining life. Uridermarket approach, we estimate fair value ofreporting unit based on an analysis that compares
the value of the reporting unit to values of otbempanies in similar lines of business. If the failue of the reporting unit is less than its cigy
value, then we perform the second step to meakararhount of impairment loss. The amount of impairhis determined by comparing the implied
fair value of reporting unit goodwill to the canmngj value of the goodwill. When the carrying valdehe reporting unit's goodwill exceeds its implied
fair value, we record an impairment loss equahtodifference. We have not been required to pertbismsecond step of the process because the fair
value of our reporting unit exceeded the net baalker as of December 31, 2014 .

Determining the fair value of the reporting unitjuéres us to make judgments and involves the usgafficant estimates and assumptions.
These estimates and assumptions include revenugtgrates and operating margins used to calculategted future cash flows, operating trends,
risk-adjusted discount rates, future economic aatket conditions and determination of appropriasekat comparables. We base our fair value
estimates on assumptions we believe to be reasonabl
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but that are unpredictable and inherently uncertaitual future results may differ from those esttes. We may also test goodwill for impairment
between annual tests in the presence of impairindigators.

Other Intangible Assets—Intangible assets with finite lives are carried¢ast, less accumulated amortization. Amortizatsocomputed
using the straight-line method over the estimatahemic lives of the assets, which range from orféve years.

Deferred Revenue—Deferred revenue consists of amounts that have ibeeiced but that have not yet been recognize@esnue. This
generally includes security subscription and techrsupport services which are invoiced upfront delivered over twelve months or longer.

Income Taxes—We record income taxes using the asset and lalilethod, which requires the recognition of defdrtax assets and
liabilities for the expected future tax consequenaievents that have been recognized in our fiahstatements or tax returns. In estimating futae
consequences, generally all expected future ewdhés than enactments or changes in the tax laates are considered. We assess the likelihood tha
some portion or all of our deferred tax assets bélrecovered from future taxable income withinrégpective jurisdictions, and to the extent we
believe that recovery does not meet the “moreyitbhn-not” standard, based solely on its techmivatits as of the reporting date, we establish a
valuation allowance.

We account for uncertain tax positions in accoréanith GAAP, which defines the confidence levelttaaax position must meet in order to
be recognized in the financial statements. Theefgects of a position are recognized only if itngore likely than not” to be sustained based sotely
its technical merits as of the reporting date. \Wesider many factors when evaluating and estimatimgax positions and tax benefits, which may
require periodic adjustments and which may not gtely anticipate actual outcomes.

We operate in various tax jurisdictions and argesitio audit by various tax authorities. We pravidr tax contingencies whenever it is
deemed more likely than not that a tax asset hes imepaired or a tax liability has been incurreddeents such as tax claims or changes in tax laws.
Tax contingencies are based upon their technicatsneeslevant tax law and the specific facts aindumstances as of each reporting period. Changes
in facts and circumstances could result in matetiahges to the amounts recorded for such taxrgerities.

Stock-Based Compensation Expense-We have elected to use the Black-Scholes optimmngrmodel to determine the fair value of our
employee stock options and ESPP. The fair vallRSids is based on the closing market price of oormuon stock on the date of grant. Stock-based
compensation expense, net of estimated forfeitisesnortized on a straight-line basis. PSUs ard$Bat contain both service-based and market-
based vesting conditions. PSUs vest over a speaevice period upon the satisfaction of certazmkat-based vesting conditions, and settle into
shares of our common stock upon vesting over a bwthree-year period. The fair value of a PSUalswated using the Monte Carlo simulation
model on the date of grant and is based on theehprice of our common stock on the date of gramdlified to reflect the impact of the market-based
vesting condition, including the estimated payeuwel based on that condition. We do not adjust @msation cost for subsequent changes in the
expected outcome of the market-based vesting dondit

Advertising Expense—Advertising costs are expensed when incurred améhaluded in operating expenses in the accompagnyi
consolidated statements of operations. Our adirggtesxpenses were not significant for any periagsgnted.

Research and Development Costs-Research and development costs are expenseduaehc

Software Development Costs—The costs to develop software have not been dapitbas we believe our current software develogmen
process is essentially completed concurrent wighetitablishment of technological feasibility.

Revenue Recognition—We derive the majority of our revenue from saleswf hardware, software, FortiGuard security supton service:
and FortiCare technical support services, and atbesices through our channel partners and a diedes force.
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Revenue is recognized when all of the followingesia have been met:

. Persuasive evidence of an arrangement exBinding contracts or purchase orders are geneualyl to determine the existence ¢
arrangement.
. Delivery has occurred or services have been rertiDelivery occurs when we fulfill an order and tilad risk of loss has been

transferred. Services revenue is deferred and nézed ratably over the contract service period cvlig typically from one tdhree
years and is generally recognized upon delivergoonpletion of service.

. Sales price is fixed or determinable assess whether the sales price is fixed orrdetable based on the payment terms associatec
with the transaction and when the sales price ésnael final.

. Collectability is reasonably assuréd/e assess collectability based primarily on credithiness as determined by credit checks,
analysis, and payment history.

We recognize product revenue for sales to distitsuthat have no general right of return and disat#s to end-customers upon shipment,
based on general revenue recognition accountirdagae once all other revenue recognition critealeelbeen met. Certain distributors are granted
stock rotation rights, limited rights of return,\asll as rebates for sales of our products. Thangement fee for this group of distributors is not
typically fixed or determinable when products angped and revenue is therefore deferred and réoedmipon sell-through. For sales that include
end-customer acceptance criteria, revenue is rézedmpon acceptance.

Substantially all of our products have been soldombination with services, which consist of segsubscriptions and technical support
services. Security services provide access to miivias, intrusion prevention, web filtering, aadti-spam functionality. Support services include
rights to unspecified software upgrades, mainte@aeleases and patches, telephone and Internestsatocegechnical support personnel, and hardware
support. We recognize revenue from these servatably over the contractual service period. Revealaed to subsequent renewals of these service:
are recognized over the term of the renewal agraeme

We offer certain sales incentives to channel pastn&'e reduce revenue for estimates of sales reaurd allowances and record reductions to
revenue for rebates and estimated commitment®tktatprice protection and other customer incergnograms. Additionally, in limited
circumstances, we may permit end-customers, digtrib and resellers to return our products, sulbpeearying limitations, for a refund within a
reasonably short period from the date of purché&eestimate and record reserves for sales incentind sales returns based on historical experience

Our sales arrangements typically contain multipdéenents, such as hardware, subscription, techsiggdort and other services. The majority
of our hardware appliance products contain our atpey system software that together function tovéelthe essential functionality of the product.r
products and services generally qualify as sepanate of accounting. We allocate revenue to eathai accounting based on an estimated selling
price using vendor-specific objective evidence (OF) of selling price, if it exists, or third-pargvidence (“TPE") of selling price. If neither VSOE
nor TPE of selling price exist for a deliverables use our best estimate of selling price (“BESBI'that deliverable. Revenue allocated to each
element is then recognized when the basic revesnggnition criteria are met for each element.

We determine VSOE of fair value for elements ohamngement based on the historical pricing ancbdisting practices for those services
when sold separately. In establishing VSOE, weiredhat a substantial majority of the selling pador a service fall within a reasonably narrow
pricing range, generally evidenced by a substant&gbrity of such historical stand-alone transadti€alling within a reasonably narrow range as a
percentage of list price. We are typically not ableletermine TPE for our products or services. ©&Ptetermined based on competitor prices for
similar deliverables when sold separately, whichearerally unavailable. For our hardware applianaesuse BESP as our selling price. For our
support and other services, we generally use VSO&tiaselling price estimate. When we are unabéstablish a selling price using VSOE for our
support and other services, we use BESP in owatlln of arrangement consideration. We determiB&mB for a product or service by considering
multiple historical factors including, but not lited to, cost of products, gross margin objectipesjng practices, geographies, customer classgs an
distribution channels that fall within a reasonahbéyrow range as a percentage of list price.
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For multiple-element arrangements where softwaligetables are included, revenue is allocated ¢orthn-software deliverables and to the
software deliverables as a group using the relasignated selling prices of each of the deliverslih the arrangement based on the estimatedgsellin
price hierarchy. The amount allocated to the safvekeliverables is then allocated to each softwafiwerable using the residual method when VSOE
of fair value exists. If evidence of VSOE of faalue of one or more undelivered elements doesxist, @ll software allocated revenue is deferred an
recognized when delivery of those elements occuvghen fair value can be established. When thelivedted element for which we do not have
VSOE of fair value is support, revenue for the renirrangement is recognized ratably over the stjpeoiod. The same residual method and VSO
fair value principles apply for our multiple elememrangements that contain only software elements.

Accounts Receivable—Trade accounts receivable are recorded at théded@mount, net of sales returns reserve and alioas for
doubtful accounts. The sales returns reserve exméted based on specific criteria including agrests to provide rebates and other factors known at
the time, as well as estimates of the amount oflgahipped that will be returned. To determineatthequacy of the sales returns reserve, we analyze
historical experience of actual rebates and retasnsell as current product return information. Sakes returns reserves was $5.8 million and $4.6
million as of December 31, 2014 and 2013 , respelsti The allowance for doubtful accounts is deieed based on our assessment of the
collectability of customer accounts. The allowafmedoubtful accounts was $0.4 million as of Decem®l, 2014 . The allowance for doubtful
accounts is not material as of December 31, 2013 .

Warranties —We generally provide a 1 -year warranty on haréwaoducts and a 90 -day warranty on software.o¥ipion for estimated
future costs related to warranty activities is reea as a component of cost of product revenues Wieeproduct revenue is recognized, based upon
historical product failure rates and historicaltsdacurred in correcting product failures. In theant we change our warranty reserve estimates, the
resulting charge against future cost of saleswersal of previously recorded charges may matgrédfiect our gross margins and operating results.

Accrued warranty activities are summarized as ¥adld¢in thousands):

Year Ended December 31,

2014 2013 2012
Accrued warranty balance—beginning of the period $ 3,031 $ 2,30¢ $ 2,58
Warranty costs incurred (3,659 (3,444 (2,669
Provision for warranty for the year, including waamty liabilities assumed in connectic
with an acquisition 5,20¢ 3,96¢ 2,63¢
Adjustment related to pre-existing warranties (329 207 (243)
Accrued warranty balance—end of the period $ 426¢ $ 303i $ 2,30¢

Foreign Currency Derivatives—Our sales contracts are primarily denominated B. dollars and therefore substantially all of e@wanue i
not subject to foreign currency translation riskovkéver, a substantial portion of our operating @spes incurred outside the U.S. are denominated in
foreign currencies and are subject to fluctuatidmes to changes in foreign currency exchange rpgeticularly changes in the Canadian dollar
(“CAD"). To help protect against significant flugttions in value and the volatility of future cashwis caused by changes in currency exchange rates,
we engage in foreign currency risk managementitiesvto hedge balance sheet items denominated. @/e do not use these contracts for
speculative or trading purposes. All of the defixatnstruments are with high quality financialtibigtions and we monitor the creditworthiness af<t
parties. These contracts typically have maturlietsveen one and three months. We record changkes fair value of forward exchange contracts
related to balance sheet accounts as Other expearetan-the consolidated statement of operations.

Additionally, independent of any hedging activitilactuations in foreign currency exchange ratesy mause us to recognize transaction ¢
and losses in our consolidated statements of dpesatOur hedging activities are intended to redba not eliminate, the impact of currency
exchange rate movements. As our hedging actidtiegelatively short-term in nature and are focuse@AD, longterm material changes in the va
of the U.S. dollar against other foreign currencéegh as the EUR, GBP and CNY could adversely atlnpar operating expenses in the future.
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The notional amount of forward exchange contraxtsetdge balance sheet accounts as of Decembe@B4 ad 2013 were (in thousands):

Buy/Sell Notional
Balance Sheet Contracts:
Currency—As of December 31, 2014
CAD Buy $ 6,87¢
Currency—As of December 31, 2013
CAD Buy $ 21,867

Reclassification

Beginning in fiscal 2014, the amounts previouslyorted as Ratable and other revenue have been gedhith the amounts previously
reported as Services revenue in the consolidaé¢einsents of operations. The combined amounts avebring presented as Services and other re
in the consolidated statements of operations. €laead Cost of revenue and Gross profit have agm lsombined to conform to the current period
presentation. The Ratable and other revenue amaumtsot material, and the reclassification didhete any impact on our gross margin or net

income.
Recent Accounting Pronouncement

In May 2014, the Financial Accounting StandardsrBassued Accounting Standards Update No. 2014F09ic 606) - Revenue from
Contracts with Customels' ASU 2014-09 ") to create a single, joint reverstandard that is consistent across all indgsamel markets for
companies that prepare their financial statemendecordance with GAAP. Under ASU 2014-09, an giidirequired to recognize revenue upon the
transfer of promised goods or services to custoimesa amount that reflects the consideration titéyeexpects to be entitled to receive in exchange
for those goods or services. ASU 2014-09 is effedibr us beginning on January 1, 2017. We areeatly evaluating the impact ASU 2014-09 will
have on our consolidated financial statements.
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2. FINANCIAL INSTRUMENTS AND FAIR VALUE

The following table summarizes our investmentstimusands):

Corporate debt securities

Commercial paper

Municipal bonds

Certificates of deposit and term depoSits

U.S. government and agency securities
Total available-for-sale securities

Corporate debt securities

Commercial paper

Municipal bonds

Certificates of deposit and term depo8its

U.S. government and agency securities
Total available-for-sale securities

December 31, 2014

Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
589,52¢ 36 $ (875 $ 589,01¢
51,15¢ 3 4 51,15¢
39,74t 15 (39) 39,72:
22,85¢ — — 22,85¢
5,74¢ 1 (6) 5,744
709,03( 384 $ 929 $ 708,49(
December 31, 2013
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
603,18! 1506 $ (374 $ 604,31
69,35¢ 7 — 69,36
38,81t 48 (20) 38,84
12,64¢ 3 — 12,64¢
2,00(¢ 1 — 2,001
726,00: 156 % (399 $ 727,17.

® The majority of our certificates of deposit ancriedeposits are foreign deposits.

The following table shows the gross unrealizeddesand the related fair values of our investmérashave been in a continuous unrealized
loss position (in thousands):

December 31, 2014

Less Than 12 Months 12 Months or Greater Total
Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses
Corporate debt securities $ 317,01: $ (85¢) $ 6,011 $ a7 $ 323,020 $ (87%)
Commercial paper 8,18¢ 4 — — 8,18¢ 4
Municipal bonds 26,68 (39 — — 26,68 (39
U.S. government and agency securities 4,74 (6) — — 4,74¢ (6)
Total available-for-sale securies ~$ 356,62  § (9079) $ 6,011 $ (17) $ 36263t $ (929
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The following table shows the gross unrealizeddesand the related fair values of our investmérashave been in a continuous unrealized
loss position (in thousands):

December 31, 2013

Less Than 12 Months 12 Months or Greater Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Corporate debt securities $ 182,79" $ 379 $ 50C $ — $ 18329 $ (379
Commercial paper 7,891 — — — 7,891 —
Municipal bonds 14,73¢ (20) — — 14,73¢ (20)
Total available-for-sale securites ~ $ 205,42t  $ (399 ¢ 50C $ — $ 20592t % (399

The contractual maturities of our investments aréolows (in thousands):

December 31, December 31,
2014 2013
Due within one year $ 436,76t $ 375,49
Due within one to three years 271,72« 351,67!
Total $ 708,49 $ 727,17.

Available-for-sale securities are reported at ¥ailue, with unrealized gains and losses, net qfitectuded as a separate component of
stockholders’ equity and in total comprehensiveime. Realized gains and losses on available-ferssdurities are included in Other expensetin

our consolidated statements of operations.

The unrealized losses on our available-for-salerstges were caused by fluctuations in market valnd interest rates as a result of the
economic environment. As the decline in market @alte attributable to changes in market conditaorgsnot credit quality, and because we have
concluded currently that we neither intend to seli is it more likely than not that we will be récrd to sell these investments prior to a recowdmyal
value, we do not consider these investments tatmer-ohan temporarily impaired as of December 31,42

Realized gains and losses from the sale of availfistsale securities were not significant in aeyi@pd presented.

Fair Value Accounting—We apply the following faialae hierarchy for disclosure of the inputs usethéasure fair value. This hierarchy
prioritizes the inputs into three broad levels@kivs:

Level 1—Inputs are unadjusted quoted prices irvacatiarkets for identical assets or liabilities.

Level 2—Inputs are quoted prices for similar asaets liabilities in active markets or inputs the¢ abservable for the assets or liabilities,
either directly or indirectly through market corovhtion, for substantially the full term of the dimcial instruments.

Level 3—Unobservable inputs based on our own asBangpused to measure assets and liabilities mv&diie. The inputs require significant
management judgment or estimation.

We measure the fair value of money market fundscanthin U.S. government and agency securitiegugiloted prices in active markets for
identical assets. The fair value of all other ficiahinstruments was based on quoted prices foitaimsserts in active markets, or model driven
valuations using significant inputs derived froncorroborated by observable market data.

We classify investments within Level 1 if quotedcps are available in active markets for identszdurities.
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We classify items within Level 2 if the investmeatg valued using model driven valuations usingeoleble inputs such as quoted market
prices, benchmark yields, reported trades, brokafét quotes or alternative pricing sources wittsomable levels of price transparency. Investments
are held by custodians who obtain investment pfices a third-party pricing provider that incorptea standard inputs in various asset price models.
Fair Value of Financial Instruments

Assets and Liabilities Measured at Fair Value oRecurring Basit

The following table presents the fair value of inancial assets and liabilities measured at falug on a recurring basis as of December 31,
2014 and December 31, 2013 (in thousands):

December 31, 2014 December 31, 2013
Quoted Quoted
Prices in Significant Significant Prices in Significant Significant
Active Other Other Active Other Other
Aggregate Markets For Observable Unobservable Aggregate Markets For Observable Unobservable
Fair Identical Remaining Remaining Fair Identical Remaining Remaining
Value Assets Inputs Inputs Value Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) (Level 1) (Level 2) (Level 3)
Assets:
Corporate debt securities $ 589,01t $ — $589,01t $ — $604,31 $ — $60431° % —
Commercial paper 51,15¢ — 51,15¢ — 71,36 — 71,36 —
Municipal bonds 39,72: — 39,72: — 38,84 — 38,84 —
Certificates of deposit and term
deposits 22,85¢ — 22,85¢ — 12,64¢ — 12,64¢ —
Money market funds 13,31: 13,31: — — 5,72¢ 5,72¢ — —
U.S. government and agency
securities 5,744 1,99¢ 3,74¢ — 2,001 — 2,001 —
Total $721,80. $ 15,30¢ $70649: $ — $734,89¢ $ 572¢ $72917. % —
Liabilities:
Contingent consideration $ — % —  $ — 3 — $ 185 $ —  $ — $ 1,85C
Total $ — $ —  $ —  $ — $ 185 $ —  $ — $ 1,85(
Reported as:
Cash equivalents $ 13,31 $ 7.,72¢
Short-term investments 436,76t 375,49
Long-term investments 271,72 351,67!
Total $ 721,80: $ 734,89

There were no transfers between Level 1 and LewéltRe fair value hierarchy during the year enBedember 31, 2014 and December 31,
2013.

We classified the fair value of contingent considien arising from the acquisition of Coyote Pdhystems, Inc. ( “Coyote”) ( see Note 6), as
a Level 3 liability since it is based on a probigpibased income approach that includes significentbservable inputs. Significant inputs used & th
determination of fair value based on the probapilieighted income approach primarily include intdroash flow projections, percentage probability
of occurrence and discount rates.
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The change in the fair value of our contingent aeration liability was as follows (in thousands):

As of December 31, 2013 $1,850
Less change in fair value of contingent considerati (1,850)
As of December 31, 2014 $—

Decreases in the projected revenues of CoyoteWoipthe acquisition resulted in reductions to féae value of the contingent consideration
and the changes are included in Research and geweid expense in the consolidated statements odtipes.

Assets and Liabilities Measured at Fair Value oN@recurring Basit

We measure certain assets, including Goodwill, Oititangible assets—net, and investments in priydield companies at fair value on a
nonrecurring basis when there are identifiable sssfenchanges in circumstances that may have #isamt adverse impact on the fair value of these
assets.

During fiscal 2014, a decrease in the projectett dasv of the other intangible assets acquired fl©ayote resulted in an impairment charge
of $2.4 million to adjust the total fair value et other intangible assets acquired from Coyo&2t0 million . The impairment charge is included
within Cost of product revenue in the consolidasetements of operations.

As of December 31, 2013, we did not have any assdigbilities measured at fair value on a nonreog basis.

3. INVENTORY

Inventory consisted of the following (in thousands)

December 31,

December 31,

2014 2013
Raw materials 10,617 8,35¢
Finished goods 58,86( 40,31"
Inventory $ 69,477 $ 48,67

Inventory includes finished goods held by distrdyatwhere revenue is recognized on a sell-throagistof $1.2 million and $0.9 million as
of December 31, 2014 and 2013, respectively. Irugralso includes materials at contract manufacsui@be used in production of $4.8 million and
$4.3 million as of December 31, 2014 and 2013, aetsgely.

4. PROPERTY AND EQUIPMENT—Net

Property and equipment—net consisted of the foligwin thousands):

December 31,

December 31,

2014 2013

Land 13,89t 13,89t
Building and building improvements 20,16¢ 61C
Evaluation units 31,47 23,44:
Computer equipment and software 31,82: 22,44;
Furniture and fixtures 5,09¢ 1,697
Construction-in-progress 3,902 10,94°
Leasehold improvements 7,99¢ 5,417

Total property and equipment 114,35: 78,45(
Less: accumulated depreciation (55,43)) (41,799
Property and equipment—net 58,91¢ 36,65:
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In March 2014, we moved into our new corporate hieaders and estimated the useful life of the lgicnd related improvements to be 20
years.

Depreciation expense was $20.5 million , $13.9iariland $10.5 million in fiscal 2014 , fiscal 2048d fiscal 2012 , respectively.

5. INVESTMENTS IN PRIVATELY-HELD COMPANIES

In fiscal 2014, we invested a total of $4.4 millionthe equity securities of two privately-held qeamies. In fiscal 2013, we invested a total of
$2.0 million in the equity securities of a privatdleld company. Each of these investments are ateddor as cost-basis investments, as we own less
than 20% of the voting securities and do not haeeability to exercise significant influence oveeoating and financial policies of the respective
entities. These investments are carried at histbciast and are recorded as Other assets on osolmated balance sheet and would be measured at
fair value if indicators of impairment exist.

As of December 31, 2014, no events have occuri@drtbuld adversely affect the carrying value osthavestments.

6. BUSINESS COMBINATIONS
Coyote Point Systems

On March 21, 2013, we acquired all of the outstagdiquity securities of Coyote, a provider of aggdiion delivery, load balancing and
acceleration solutions, for $6.0 million in casheTacquisition also included a contingent obligafimr up to $5.5 million in future earn-out paynment
to former stockholders of Coyote, if specified fetwperational objectives, service conditions anarfcial results were met within two years of the
acquisition date. As the future earn-out paymemseveontingent upon one of Coyote’s former stoattbié employment during the earn-out period,
the estimated fair value of these contingent olibiga was recorded as compensation expense ratabhthe earn-out periods. During fiscal 2014, we
determined that the contingent earn-out paymeestiolds will not be met due to decreases in thegted revenue of Coyote following the
acquisition, and reversed the entire $1.9 milliarrging amount of the previously recorded liabifity contingent consideration.

We accounted for this acquisition as a purchaselafsiness and, accordingly, the total purchase pvas allocated to Coyote’s identifiable
tangible and intangible assets acquired and lisslassumed based on their estimated fair vake$the acquisition date. The fair value assigioed
the intangible assets acquired was determined tissngncome approach which discounts expected fbashk to present value using our estimates and
assumptions.

The following table summarizes the fair value afets acquired and liabilities assumed (in thougands

Cash and cash equivalents $ 20€
Other current assets 501
Finite-lived intangible assets 2,80(
Indefinite-lived intangible assets 2,60(
Goodwill 2,82¢
Other assets 88
Total assets acquired 9,01¢
Current liabilities 1,03(
Long-term liabilities 2,004
Total liabilities assumed 3,03¢
Total purchase price $ 5,98¢
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Of the total acquired finite intangible assets,allecated $2.3 million to developed technology 58@illion to customer relationships, and
$2.6 million to in-process research and developr(i$AR&D") as of the acquisition date. Developedhaology and customer relationships are being
amortized on a straight-line basis, each over #ialiestimated useful life of sixears, as cost of revenue and sales and markeqranse, respective
During the three months ended September 30, 20d8ompleted the development of technology assatiaiit the IPR&D projects, and started
amortizing this developed technology as Cost oflpob revenue ratably on a straight-line basis aveestimated useful life of five years. During &éisc
2014, we recorded an impairment charge of $2.4anillelated to the finite-lived intangible asses<Gost of product revenue in the consolidated
statements of operations.

The goodwill of $2.8 million represents the premiwm paid over the fair value of the net tangibddlilities assumed and identified intangible
assets acquired, due primarily to acquire devel@metin-process technology. None of the goodwilbgmized as a result of the acquisition is
deductible for income tax purposes. The finana&auits of this acquisition were considered immatdar purposes of pro-forma financial disclosures.
Other Fiscal 2013 Acquisition

In September 2013, we acquired certain assetsesb>X@ommunications, Inc. (“Xtera”), including céntéoad balancing solutions and certain
patents, for a total consideration of $1.8 milliasf which $1.7 million was paid in cash on the @sdion date and $0.1 million in cash was contimge

upon attainment of revenue milestones. In connegtiith this acquisition, we acquired net tangitdeets of $0.2 million , intangible assets of $1.5
million , and recognized an estimated contingetigabion of $0.1 million payable upon attainmentrefenue milestones.

The results of operations of our fiscal 2013 adtjaiss have been included in our consolidated statés of operations from their respective
acquisition dates.
7. GOODWILL AND OTHER INTANGIBLE ASSETS—Net
We recorded $2.8 million of goodwill from the acsjtion of Coyote. There were no impairments to gaitidiuring fiscal 2014.
During fiscal 2014, we reassessed the fair valukthe remaining useful life of the developed tedbgies and customer relationships
acquired from Coyote. Based on this reassessmenteeorded an impairment charge of $2.4 milteadjust the total fair value of the other intdoig

assets to $2.0 million . The impairment chargadétided within Cost of product revenue in the cdidated statements of operations.

The following tables present other intangible assetet (in thousands):

December 31, 2014

Weighted-Average

Useful Life (in Accumulated
Years) Gross Amortization Net
Other intangible assets—net:
Developed technology 36 $ 5,60¢ $ 3,12¢ % 2,47¢
Customer relationships 6.0 50C 14€ 354
Total other intangible assets—net $ 6,10¢ $ 3274 § 2,83:
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December 31, 2013

Weighted-Average

Useful Life (in Accumulated
Years) Gross Amortization Net
Other intangible assets—net:
Developed technology 46 $ 8,971 % 2,56¢ % 6,40:
Customer relationships 6.0 50C 62 43¢
Total other intangible assets—net $ 9471 § 2,63C $ 6,841

Amortization expense was $1.5 million , $1.7 millipand $1.0 million in fiscal 2014 , fiscal 201r3d&fiscal 2012 , respectively. The
following table summarizes estimated future amation expense of Other intangible assets—net foréufiscal years (in thousands):

Amount
Fiscal Years:
2015 $ 1,091
2016 78E
2017 42E
2018 42E
2019 10¢€
Total $ 2,83:

8. NET INCOME PER SHARE
Basic net income per share is computed by dividieigincome by the weighteairerage number of shares of common stock outstgrtliring

the period. Diluted net income per share is conmpbtedividing net income by the weighted-averagember of shares of common stock outstanding,
plus the dilutive effects of stock options, RSUs] &SPP. Dilutive shares of common stock are déteahby applying the treasury stock method.
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A reconciliation of the numerator and denominaediin the calculation of basic and diluted nebime per share is as follows (in thousands,
except per share amounts):

Year Ended December 31,

2014 2013 2012
Numerator:
Net income $ 25,347 % 4427 $ 66,83¢
Denominator:
Basic shares:
Weighted-average common stock outstanding-basic 163,83: 162,43! 158,07:
Diluted shares:
Weighted-average common stock outstanding-basic 163,83: 162,43! 158,07:
Effect of potentially dilutive securities:
Stock options 4,58: 5,68t 8,214
RSUs 844 35 —
ESPP 31 28 41
Weighted-average shares used to compute diluteidic@ne per share 169,28! 168,18: 166,32¢
Net income per share:
Basic $ 0.1t $ 027 $ 0.4Z
Diluted $ 0.1t $ 0.2¢ $ 0.4C

The following weighted-average shares of commooksteere excluded from the computation of dilutetlineome per share for the periods
presented, as their effect would have been antigiin thousands):

Year Ended December 31,

2014 2013 2012
Stock options 3,46¢ 7,397 7,18:
RSUs 76€ 2,77¢ 291
ESPP 99 41¢ 321
4,33¢ 10,59( 7,79t
9. DEFERRED REVENUE
Deferred revenue consisted of the following (inusands):
December 31, December 31,
2014 2013
Product $ 464: $ 2,91¢
Services and other 554,11! 429,71
Total deferred revenue $ 558,75 $ 432,62¢
Reported As:
Current $ 368,92¢ $ 293,66
Non-current 189,82¢ 138,96
Total deferred revenue $ 558,75 § 432,62
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10. COMMITMENTS AND CONTINGENCIES
The following table summarizes our future principahtractual obligations as of December 31, 20d4housands):
Total 2015 2016 2017 2018 2019 Thereafter

Operating lease commitments  $ 42.62: $ 11,53t $ 9,265 $ 7,36¢ $ 6,73z $ 472¢ $ 2,99¢
Less: Sublease rental income 431 431 — — — — _

Operating lease commitments—r 42,19 11,10« 9,26t 7,36¢ 6,73 4,72¢ 2,99¢
Inventory purchase commitments 62,80« 62,80 — — — — —
Other contractual commitments 21,00¢ 18,16¢ 1,861 97€ — — —

Total $ 126,000 $ 92,077 $ 11,12¢  $ 8,342z $ 6,73z $ 472¢  $ 2,99¢

Operating Leases—We lease certain facilities under various non-etate operating leases, which expire through 2024tain leases
require us to pay variable costs such as taxesitemgince, and insurance. The terms of certain tipgiaases also provide for renewal options and
escalation clauses. Rent expense was $10.6 mjl#0r8 million and $8.7 million for fiscal 2014is¢al 2013 , and fiscal 2012 , respectively. Rent
expense is recognized using the straight-line ntethver the term of the lease.

Contract Manufacturer and Other Commitments —Our independent contract manufacturers procurepeorents and build our products
based on our forecasts. These forecasts are basedimates of future demand for our products, Whie in turn based on historical trends and an
analysis from our sales and marketing organizatiadgisted for overall market conditions. In orttereduce manufacturing lead times and plan for
adequate component supply, we may issue purchesesdn some of our independent contract manufactuvhich may not be cancelable. As of
December 31, 2014 , we had $62.8 million of opertipase orders with our independent contract mahwufers that may not be cancelable.

In addition to commitments with contract manufaetsr we have open purchase orders and contradiligdtions in the ordinary course of
business for which we have not received goodsmicas. As of December 31, 2014 , we had $21.0onilin other contractual commitments.

Litigation —We are involved in disputes, litigation, and othegral actions. For lawsuits where we are the difat) we are in the process of
defending these litigation matters, and while there be no assurances and the outcome of thesersriatturrently not determinable, we currently
believe that there are no existing claims or prdoegs that are likely to have a material adversecébn our financial position. There are many
uncertainties associated with any litigation argsthactions or other third-party claims againshag cause us to incur costly litigation or subsént
settlement charges. In addition, the resolutioaryf intellectual property litigation may requiretosmake royalty payments, which could adversely
affect our gross margins in future periods. If afiyhose events were to occur, our business, finahoondition, results of operations, and cash §ow
could be adversely affected. The actual liabilityahy such matters may be materially different fiaum estimates, if any, which could result in theea
to adjust the liability and record additional expes. We have not recorded any significant accardbgs contingencies associated with such legal
proceedings; determined that an unfavorable outdempebable or reasonably possible; or determthatithe amount or range of any possible loss is
reasonably estimable.

Indemnification —Under the indemnification provisions of our stamtlsales contracts, we agree to defend our custoagainst third-party
claims asserting infringement of certain intellettproperty rights, which may include patents, atghtts, trademarks, or trade secrets, and to pay
judgments entered on such claims. Our exposureruihege indemnification provisions is generallyited by the terms of our contracts to the t
amount paid by our customer under the agreementeker, certain agreements include indemnificatimvisions beyond indemnification for third-
party claims of intellectual property infringememtd that could potentially expose us to lossesdess of the amount received under the agreement
and in some instances to potential liability tlsahdt contractually limited. To date, there haverbeo awards under such indemnification provisions.
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11. STOCKHOLDERS’ EQUITY
Stock-Based Compensation Plans

Our stock-based compensation plans include the 30@¢k Plan (the “2000 Plan”), the 2008 Stock Rthe “2008 Plan”), the 2009 Equity
Incentive Plan (the “2009 Plan”), and the 2011 Eoype Stock Purchase Plan (the “ESPP”).

2000 Stock Plan—In 2000, we adopted the 2000 Plan, which incluzgth incentive and non-statutory stock options. &frtie 2000 Plan,
we may grant options to purchase up to 21.5 milklibares of common stock to employees, director#ret service providers at prices not less than
the fair market value at date of grant for incemttock options and not less than 85% of fair ntarie for non-statutory options. Options grartted
a person who, at the time of the grant, owns ntome 1.0% of the voting power of all classes of staluéll be at no less than 110% of the fair market
value and expire five years from the date of gratitother options generally have a contractuaitef 10 years. Options generally vest over four
years.

2008 Stock Plan—In 2008, our board of directors approved the 2B@&H, which includes both incentive and ratatutory stock options. Tt
maximum aggregate number of shares which may hedub options and sold under the 2008 Plan is1illilon shares, plus any shares that, as of the
date of stockholder approval of the 2008 Plan, H@een reserved but not issued under the 2000 Plstmaoes subject to stock options or similar aw
granted under the 2000 Plan that expire or otherteéisminate without having been exercised in fulihat are forfeited to or repurchased by us.

Under the 2008 Plan, we may grant options to engasydirectors and other service providers. Irc#fse of an incentive stock option granted
to an employee, who at the time of grant, ownskstepresenting more than 1086the total combined voting power of all classéstock, the exercis
price shall be no less than 110% of the fair maviebie per share on the date of grant and expiesyars from the date of grant, and options gtante
to any other employee, the per share exercise phiak be no less than 100% of the fair marketegler share on the date of grant. In the case of a
nonstatutory stock option and options granted heoservice providers, the per share exercise phia# be no less than 100% of the fair marketealu
per share on the date of grant.

2009 Equity Incentive Plan—In 2009, our board of directors approved the 2B&#, which includes awards of stock options, stock
appreciation rights, restricted stock, RSUs, amfiof@ance Stock Units (“PSUs”). The maximum aggtegaimber of shares that may be issued undel
the 2009 Plan is 9.0 million shares, plus any shanbject to stock options or similar awards gréwteder the 2008 Plan and the 2000 Plan that expire
or otherwise terminate without having been exettiadull and shares issued pursuant to awardstggdamder the 2008 Plan and the 2000 Plan that
are forfeited to or repurchased by us, with theimarm number of shares to be added to the 2009RIesuant to such terminations, forfeitures and
repurchases not to exceed 21.0 million sharesshhees may be authorized, but unissued or reachjciramon stock. The number of shares available
for issuance under the 2009 Plan will be increasethe first day of each fiscal year beginning viisical 2011, in an amount equal to the lesser)of (
7.0 million shares, (ii) five percent ( 5% ) of thetstanding shares on the last day of the immelgigteceding fiscal year, or (iii) such number of
shares determined by our board of directors. UticeeR009 Plan, we may grant awards to employeesctdrs and other service providers. In the case
of an incentive stock option granted to an employhe, at the time of the grant, owns stock repréisgmore than 10% of the voting power of all
classes of stock, the exercise price shall be s®tlean 110% of the fair market value per sharthemlate of grant and expire five years from the da
of grant, and options granted to any other emplotreeper share exercise price shall be no less188%of the fair market value per share on the |
of grant. In the case of a non-statutory stockaspéind options granted to other service providbesper share exercise price shall be no less than
100% of the fair market value per share on the daggant. Options granted to individuals owningdéhan 10% of the total combined voting power of
all classes of stock generally have a contractrai of seven years and options generally vest fougryears.

As of December 31, 2014 , a total of 49.4 millitvares were authorized and available for issuanderuhe 2000 Plan, 2008 Plan and 2009
Plan.

2011 Employee Stock Purchase Plar-In June 2011, our stockholders approved the ESREEBPP permits eligible employees to purcl
common stock through regular, systematic payradudéons, up to a maximum of 15% of employees’ cengation for each purchase period at
purchase prices equal to 85% of the lesser ofdinerfarket value of our common stock at the firatling date of the applicable offering period @ th
purchase date. As of December 31, 2014 , 6.0 miiltares were authorized and available for fusseance under the ESPP.
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Employee Stock Options

In determining the fair value of our employee stopkions, we use the Black-Scholes option priciraglel, which employs the following
assumptions.

Valuation method—We estimate the fair value of stock options grdnte
Expected Term—The expected term represents the period thattook-$ased awards are expected to be outstandeginBing in the first
quarter of fiscal 2014, we changed the methodotdgyalculating the expected term. We believe thathave sufficient historical experience for

determining the expected term of the stock optiward, and therefore, we calculated our expected bersed on historical experience instead of using
the simplified method.

Expected Volatility—The expected volatility of our common stock hasrbhistorically based on the weighted-average idpdind historical
volatility of our and our peer group. The peer gragsicomprised of comparable companies in the sachestry sector. As we gained more historical
volatility data, the weighting of our own data hretexpected volatility calculation associated wittions gradually increased to 100% by the fourth
quarter of fiscal 2014.

Fair Value of Common StoekThe fair value of our common stock is the clossiades price of the common stock (or the closing ibido
sales were reported) on the effective on the dageamt.

Risk-Free Interest Rate-We base the risk-free interest rate used in tlaelB5choles valuation model on the implied yieldikble on U.S.
Treasury zero-coupon issues with an equivalent irgngaterm.

Expected Divideng-The expected dividend weighted-average assumgginaro.

The following table summarizes the weighted-ave@ggimptions relating to our employee stock options

Year Ended December 31,

2014 2013 2012
Expected term in years 4.8 4.€ 4.€
Volatility 41% —45% 45% —48% 46% —52%
Risk-free interest rate 1.6% —1.7% 1.2% 0.7% —0.9%
Dividend rate —% —% —%
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The following table summarizes the stock optionvitgtand related information for the periods pretsel below (in thousands, except exer
prices and contractual life):

Options Outstanding

Weighted-
Weighted- Average
Average Remaining Aggregate
Number Exercise Contractual Intrinsic
of Shares Price Life (Years) Value

Balance—December 31, 2011 21,38¢ % 9.14
Granted 3,401 26.3¢
Forfeited (1,447 19.31
Exercised (4,77¢%) 5.6¢
Balance—December 31, 2012 18,57: 12.4(
Granted 25¢ 20.8¢
Forfeited (820) 22.1¢4
Exercised (2,48¢) 5.1¢
Balance—December 31, 2013 15,52 13.1¢
Granted 387 23.0¢
Forfeited (443) 24.21
Exercised (4,767) 8.91
Balance—December 31, 2014 10,70: $ 14.9¢

Options vested and expected to vest—December 34, 20 10,66¢ $ 14.9¢ 271 $ 167,47

Options exercisable—December 31, 2014 9,12t § 13.4¢ 238 § 157,02

The aggregate intrinsic value represents the prélifference between the exercise price of stodioap and the quoted market price of our
common stock on December 31, 2014 , for all in+tianey options. As of December 31, 2014 , total cemsption expense related to unvested stock
options granted to employees but not yet recognizasi$17.6 million , net of estimated forfeitur&his expense is expected to be amortized on a
straight-line basis over a weighted-average pesfdd5 years.

Additional information related to our stock optiasssummarized below (in thousands, except perestuaounts):

Year Ended December 31,

2014 2013 2012
Weighted-average fair value per share granted $ 89C $ 8.4z $ 11.1¢
Intrinsic value of options exercised 76,73 41,48¢ 92,32:
Fair value of options vested 17,09¢ 26,41 25,35(
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The following table summarizes information aboutstanding and exercisable stock options as of Deee3il, 2014 , as follows (in
thousands, except exercise prices and contradielgal |

Options Outstanding Options Exercisable
Weighted-
Average Weighted- Weighted-
Remaining Average Average
Range of Exercise Number Contractual Exercise Number Exercise
Prices Outstanding Life (Years) Price Exercisable Price
$0.98-4..20 64¢€ 117 $ 1.04 64z $ 1.04
3.74-4.65 2,841 0.80 3.7¢ 2,841 3.7t
5.50-6.25 83 1.82 5.6€ 83 5.6€
8.43-8.99 1,05( 2.19 8.5% 1,04¢ 8.5¢
15.28-19.94 177 3.52 16.3¢ 14z 15.52
20.13-24.92 3,88¢ 3.75 21.32 2,98¢ 21.1C
26.49-26.70 2,01¢ 4.18 26.6¢ 1,37¢ 26.7(
10,70z 9,12¢

Restricted Stock Units

The following table summarizes the activity anchtetl information for RSUs for the periods preseieldw (in thousands, except per share
amounts):

Restricted Stock Units Outstanding

Weighted-Average
Grant-Date-Fair Value

Number of Shares per Share
Balance—December 31, 2011 —  $ —
Granted 873 23.7¢
Forfeited (43) 24.7¢
Vested — —
Balance—December 31, 2012 83(C 23.7¢
Granted 4,10¢ 21.7¢
Forfeited (507) 21.4¢
Vested (228) 23.8¢
Balance—December 31, 2013 4,19¢ 22.0C
Granted 4,047 23.1:
Forfeited (472) 21.92
Vested (1,487 22.2:
Balance—December 31, 2014 6,291 $ 22.9:
RSUs expected to vest—December 31, 2014 593 §$ 22.9C

As of December 31, 2014 , total compensation ex@eglated to unvested RSUs that were granted tdogegs and non-employees under the
2009 Plan, but not yet recognized, was $136.4 onillinet of estimated forfeitures. This expensejgected to be amortized on a straight-line basis
over a weighted-average vesting period of 2.92syear

RSUs settle into shares of common stock upon \gstipon the vesting of the RSUs, we net-settleRB&)s and withhold a portion of the

shares to satisfy minimum statutory employee wiltling taxes. Total payment for the employees’ thligations to the taxing authorities is reflected
as a financing activity within the consolidatedtstaents of cash flows.
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The following summarizes the number and value efghares withheld for employee taxes (in thousands)

Year Ended December 31,
2014 2013 2012

Shares withheld for taxes 461 70 —
Amount withheld for taxes $ 10,59¢ $ 1,45 % —

Performance Stock Units

During fiscal 2014, we granted PSUs to certainwfexecutive officers. Based on the achievemett@mmarket-based vesting conditions
during the performance period, the final settlenarihe PSUs will range between 0% and 150% ofdhget shares underlying the PSUs based on a
specified objective formula approved by our Compéina Committee. The PSUs entitle our executiveceft to receive a number of shares of our
common stock based on the performance of our ginck over a two- or thregear period as compared to the NASDAQ Compositexrfdr the sam
periods.

The following table summarizes the weighted-ave@ggimptions relating to our PSUs:

Year Ended December 31,

2014 2013
Expected term in years 3.C 3.C
Volatility 46.2% 50.1%
Risk-free interest rate 0.9% 0.7%
Dividend rate —% —%

We granted 0.1 million PSUs during fiscal 2014 tw executive officers. The PSUs had a grant datevédue of $21.05 per share, and are
included in the aforementioned activity for RSUse Wfanted 0.2 million PSUs during fiscal 2013, ¢ifietn 0.1 million shares were forfeited during
fiscal 2013. The PSUs had a grant date fair vafi#2d.06 per share. No PSUs were granted in f2gap.

As of December 31, 2014, total compensation expegiated to unvested PSUs that were granted tainest our executive officers, but not
yet recognized, was $3.2 million , net of estimdtateitures. This expense is expected to be azeiton a straight-line basis over a weighted-aerag
vesting period of 2.00 years .

Shares Reserved for Future Issuances

The following table presents the common stock reskfor future issuance (in thousands):

December 31,

2014
Outstanding stock options and RSUs 16,99:
Reserved for future stock option, RSU and otheitgeguvard grants 32,43
Reserved for future ESPP issuances 5,981
Total common stock reserved for future issuances 55,40¢
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Employee Stock Purchase Plan

In determining the fair value of our ESPP, we teeBlack-Scholes option pricing model that emplinesfollowing weighted-average
assumptions:

Year Ended December 31,

2014 2013 2012
Expected term in years 0.t 0.t 0.5
Volatility 34.1% 44.(% 53.7%
Risk-free interest rate 0.1% 0.1% 0.1%
Dividend rate —% —% —%

Additional information related to the ESPP is pd®d below (in thousands, except per share amounts):

Year Ended December 31,

2014 2013 2012
Weighted-average fair value per share granted $ 591 $ 6.11 $ 7.0€
Shares issued under the ESPP 77C 672 577
Weighted-average price per share issued $ 1817 $ 18.8¢ $ 18.9(

Stock-based Compensation Expense

Stock-based compensation expense is included is aod expenses as follows (in thousands):

Year Ended December 31,

2014 2013 2012
Cost of product revenue $ 48 % 38: $ 33¢
Cost of services and other revenue 5,82¢ 4,841 3,73¢
Research and development 17,26¢ 13,27: 9,22¢
Sales and marketing 26,74« 19,52¢ 12,79
General and administrative 8,671 6,45( 4,60z
Total stock-based compensation expense $ 58,99: $ 4447 $ 30,69(

The following table summarizes stock-based companmsaxpense by award type (in thousands):

Year Ended December 31,

2014 2013 2012
Stock options $ 17,55 $ 20,80¢ $ 24,50¢
RSUs 37,06¢ 18,96¢ 1,71«
ESPP 4,371 4,697 4,47(
Total stock-based compensation expense $ 58,99: $ 4447 $ 30,69(

Total income tax benefit associated with stock-basempensation that is recognized in the consa@latatements of operations is as follows
(in thousands):

Year Ended December 31,
2014 2013 2012
Income tax benefit associated with stock-based ensgtion $ 11,08¢ $ 8,331 $ 5,87(
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Share Repurchase Program

On December 6, 2013, our Board of Directors autlearia Share Repurchase Program (“the Program&ptarchase up to $200.0 million of
our outstanding common stock through December @14 2Under the Program, share repurchases may the Inyaus from time to time in privately
negotiated transactions or in open market trarmagtiThe Program does not require us to purchasaimum number of shares, and may be
suspended, modified or discontinued at any timaauit prior notice. On October 17, 2014, our bodrdiectors extended the share repurchase
authorization under the Program through DecembgP@15. In fiscal 2014, we repurchased 1.6 milsbares of common stock under the Program in
open market transactions for an aggregate purgiraseof $38.6 million . As of December 31, 2018122.5 million remains available for future share
repurchases under the Program.

12. INCOME TAXES

Income before income taxes consisted of the folgwin thousands):

Year Ended December 31,

2014 2013 2012
Domestic $ 3577¢ $ 83,07¢ $ 95,73(
Foreign 25,77 (7,13) 9,26¢
Total income before income taxes $ 61,54¢ $ 75,94. $ 104,99t

The provision for income taxes consisted of théofeing (in thousands):

Year Ended December 31,

2014 2013 2012
Current:
Federal $ 17,717 $ 43,38 $ 43,76"
State 1,11( 2,49( 1,992
Foreign 8,921 4,17¢ 2,26¢€
Total current $ 27,748 $ 50,04¢ $ 48,02:
Deferred:
Federal $ 6,742 $ (17,149 $ (9,677)
State (36) (1,232 (18€)
Foreign 1,752 — —
Total deferred 8,45¢ (18,38 (9,86%)
Provision for income taxes $ 36,20t $ 31,66¢ $ 38,16(
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The provision for income taxes differs from the amibcomputed by applying the statutory federal medax rate as follows (in thousands):

Year Ended December 31,

2014 2013 2012
Tax at federal statutory tax rate $ 2154: $ 26,57¢ $ 36,74¢
Stock-based compensation expense 7,367 4,571 1,57(
State taxes—net of federal benefit 97t 41¢ 1,18¢
Domestic production activities deduction — (3,25¢€) (1,813
Foreign tax credit (4,437) (2,857) (2,34%)
Research and development credit (880) (1,650 (144)
Foreign income taxed at different rates (40¢€) 2,92 (1,62¢6)
Foreign withholding taxes 9,08t 6,622 2,18t
Other 2,95¢ (1,699 2,401
Total provision for income taxes $ 36,20¢ $ 31,66¢ $ 38,16(

Significant permanent differences arise from thaipo of stock-based compensation expense thaitiexpected to generate a tax deduction,
such as stock-based compensation expense on gitick grants to certain foreign employees, offgeth® actual tax benefits in the current periods
from disqualifying dispositions of shares held ly 8.S. employees. For stock options exercisedurybS. employees, we receive an income tax
benefit calculated as the difference between therfarket value of the stock issued at the timéhefexercise and the option price, tax effected. Fo
fiscal 2014, income tax payable was not reduceeXagss tax benefits from the exercise or vestirgjaifk-based awards, therefore we did not
recognize a significant benefit in additional paiecapital. The income tax benefits for fiscal 2Qi8l1 fiscal 2012 associated with dispositions from
employee stock transactions of $3.5 million , ahd.3 million , respectively, were recognized asitalthl paid-in capital because it reduced income
taxes payable.

As of December 31, 2014 , we did not recognizerf@dend California deferred tax assets relateddoksbased compensation excess tax
benefits of $6.5 million and $3.3 million , respeety. Unrecognized excess tax benefits will becarted for as a credit to additional paid-in cdpita
when realized through a reduction in income taxagple.

The tax effects of temporary differences that gise to significant portions of the deferred tazeds as of the years ended are presented
(in thousands):

December 31, December 31,
2014 2013
Deferred tax assets:
Net operating loss carryforward $ 1,29 % 2,18
Deferred revenue 31,54¢ 47,34:
Nondeductible reserves and accruals 20,90« 16,05¢
Depreciation and amortization 19z (465)
General business credit carryforward 2,15¢ 43¢
Stock-based compensation expense 16,46 15,46¢
Other 11 17
Total deferred tax assets $ 72,56: $ 81,03¢

In assessing the realizability of deferred tax &ssee considered whether it is more likely thahthat some portion or all of our deferred tax
assets will be realized. This realization is degendipon the generation of future taxable inconmindithe periods in which those temporary
differences become deductible. We concluded thatritore likely than not that we would be abledalize the benefits of our deferred tax assetisen t
future.

As of December 31, 2014 , we had $22.9 millioneiddral net operating loss carryforwards to offaaire income that will not expire until
2034. We also had federal tax credits of $5.5 arillavailable to carryback and claim federal tax
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refunds from prior year. As of December 31, 204 had $6.9 million in California net operatingda=sarryforwards to offset future income that will
not expire until 2030. We also had state tax crealityforwards of $5.2 million available to offsmir future state taxes. The state credits carmydod
indefinitely.

Our policy with respect to undistributed foreigrbsigliaries’ earnings is to consider those earniodse indefinitely reinvested and,
accordingly, no related provision of U.S. fedenad state income taxes has been provided on sunlmgar Upon distribution of those earnings in the
form of dividends or otherwise, we would be subjedboth U.S. income taxes (subject to an adjustrferioreign tax credits) and withholding taxes
in the various foreign countries. As of DecemberZ114 , we have not recorded U.S. income tax dn3@illion of foreign earnings that are deemed
to be permanently reinvested overseas.

We operate under a tax incentive agreement in $orgawhich is effective through December 31, 2@2® may be extended if certain
additional requirements are satisfied. The taxritige agreement is conditional upon our meetingateemployment and investment thresholds. We
did not realize any tax savings from the Singapaxeincentives in fiscal 2014 because of net tasés generated in fiscal 2013 for that jurisdiction

As of December 31, 2014 , we had $44.2 million mfagcognized tax benefits, of which, if recogniz&d3.4 million would favorably affect
our effective tax rate. Our policy is to includeaed interest and penalties related to uncergiménefits in income tax expense. As of December 3
2014 , 2013 and 2012, accrued interest and pesaltee $1.7 million , $1.0 million , and $1.5 mali , respectively.

The aggregate changes in the balance of unrecabtaxebenefits are as follows (in thousands):

Year Ended December 31,

2014 2013 2012
Unrecognized tax benefits, beginning of year $ 29,60. $ 27,80¢ $ 19,26¢
Gross increases for tax positions related to theeotyear 14,54% 4,71z 7,55C
Gross increases for tax positions related to tier pear — 40k 1,47¢
Gross decreases for tax positions related to tloe ypear — (3,329 (490)
Unrecognized tax benefits, end of year $ 44,157 § 29,60 $ 27,80¢

As of December 31, 2014 , 2013 and 2012, $45.1amill$30.2 million , and $28.8 millionrespectively, of the amounts reflected above \
recorded as Income taxes payable—non-current ic@nsolidated balance sheet.

As of December 31, 2014 , there was no unrecogretienefits that we expect would change signifiyeover the next 12 months.

We file income tax returns in the U.S. federalgdiction, and various U.S. state and foreign jucisahs. The statute of limitations is open for
years that generated state net operating lossfeamards and after 2009 for state jurisdictionsdaidnally, we have foreign net operating lossex th
have an indefinite life. Generally, we are no langigbject to norJ.S. income tax examinations by tax authoritiestéaryears prior to 2008. We are
longer subject to examination by U.S federal incaaxeauthorities for tax years prior to 2010.

13. DEFINED CONTRIBUTION PLANS

Our tax-deferred savings plan under our 401(k) Rlarmits participating employees to defer a partibtheir pre-tax earnings. In Canada, we
have a Group Registered Retirement Savings Plagrgmo(the “RRSP”) which permits participants to ma&x deductible contributions. Our board of
directors approved 50% matching contributions oplegee contributions up to 4% of each employeeattde earnings. Our matching contributions
to the 401(k) Plans and RRSP for fiscal 2014 afi2013 , and fiscal 2012 were $2.5 million , $&illion , and $1.8 million , respectively.
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14. SEGMENT INFORMATION

Operating segments are defined as componentseritarprise about which separate financial inforamais available that is evaluated
regularly by the chief operating decision makedéeiding how to allocate resources and in assegg&rfgrmance. Our chief operating decision maker
is our chief executive officer. Our chief executoféicer reviews financial information presentedanonsolidated basis, accompanied by information
about revenue by geographic region for purposedl@tating resources and evaluating financial perfnce. We have one business activity, and there
are no segment managers who are held accountaldpdaations, operating results and plans for keelcomponents below the consolidated unit
level. Accordingly, we have determined that we hame operating segment, and therefore, one repersegment.

Revenue by geographic region is based on the dpifloidress of the customer. The following tablesaét revenue and property and
equipment by geographic region (in thousands):

Year Ended December 31,

Revenue 2014 2013 2012
Americas:
United States $ 200,29 $ 162,32 $ 145,36
Other Americas 124,36! 90,45¢ 71,68
Total Americas 324,65¢ 252,78t 217,05¢
Europe, Middle East, and Africa (“EMEA”) 270,53 208,97¢ 184,17}
Asia Pacific and Japan (“APAC”) 175,16t 153,53: 132,40t
Total revenue $ 770,36 $ 615,29° $ 533,63¢
December 31, December 31,
Property and Equipment — net 2014 2013
Americas:
United States $ 46,11¢ $ 29,33¢
Canada 6,05¢ 4,372
Other Americas 87¢ 45
Total Americas 53,04¢ 33,75:
EMEA 3,25¢ 1,27:
APAC 2,61¢ 1,62¢
Total property and equipment—net $ 58,91¢ § 36,65:
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15. ACCUMULATED OTHER COMPREHENSIVE (LOSS) INCOME

The following table summarizes the changes in actated balances of other comprehensive incomedoalf2014 and fiscal 2013 (in
thousands):

December 31, 2014

Tax benefit or
provision related to

Foreign Currency Unrealized Gains items of other
Translation Gains and Losses on comprehensive
and Losses Investments income or loss Total
Beginning balance $ 33: % 1,16¢ $ (409) $ 1,092
Other comprehensive loss before reclassifications (1,699 59t (1,099
Amounts reclassified from accumulated other
comprehensive (loss) income (339 (149 5 (342)
Net current-period other comprehensive loss (339 (1,709 60C (1,447
Ending balance $ — § (540 $ 191 $ (349)
December 31, 2013
Tax benefit or
provision related to
Foreign Currency Unrealized Gains items of other
Translation Gains and Losses on comprehensive
and Losses Investments income or loss Total
Beginning balance $ 1,95 $ 1,75t % (614 $ 3,091
Other comprehensive loss before reclassifications (1,617 (57%) 20C (2,990
Amounts reclassified from accumulated other
comprehensive (loss) income — (149 5 9)
Net current-period other comprehensive loss (1,617 (587) 20¢ (1,999
Ending balance $ 332 % 1,16¢ $ (409 $ 1,092

The following table provides details about the asslfication out of accumulated other comprehen@oss) income for fiscal 2014 and fiscal
2013 (in thousands):

December 31, 2014

Amount Reclassified from

Accumulated Other Affected Line Item in the Statement
Details about Accumulated Other Comprehensive Incom Components Comprehensive Income Where Net Income is Presented
Foreign currency translation losses $ (33%) Other expense—net
Unrealized gains on investments $ (14) Other expense—net
Tax provision related to items of other comprehemgicome or loss 5 Provision for income taxes
Total reclassification for the period $ (342
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December 31, 2013

Amount Reclassified from

Accumulated Other Affected Line Item in the Statement
Details about Accumulated Other Comprehensive Incom Components Comprehensive Income Where Net Income is Presented
Unrealized gains on investments $ (14) Other expense—net
Tax provision related to items of other comprehemgicome or loss 5 Provision for income taxes
Total reclassification for the period $ 9

16. RELATED PARTY TRANSACTIONS

The son of one member of our Board of Directois jmrtner of an outside law firm that we utilize éertain complex litigation matters.
Expenses for legal services provided by the lam fielated to matters that arose subsequent to ¢ineber joining our Board of Directors were $1.7
million and $0.1 million in fiscal 2014 and fisc2013, respectively. There were no such legal ses\iie fiscal 2012. Amounts due and payable to the
law firm were $1.3 million and $0.3 million as oEBember 31, 2014 and December 31, 2013, respactivel
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ITEM 9. Changes in and Disagreements With Accouants on Accounting and Financial Disclosure
None.

ITEM 9A.  Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our cleieécutive officer and chief financial officer, évated the effectiveness of our disclosure
controls and procedures (as defined in Rule 13a)1&(15d-15(e) under the Exchange Act) as of titea# the period covered by this Annual Report
on Form 10-K. In designing and evaluating the disate controls and procedures, management recaigtiiaeany controls and procedures, no matter
how well designed and operated, can provide ordgarable assurance of achieving the desired catifettives. In addition, the design of disclosure
controls and procedures must reflect the facttthere are resource constraints and that managesnemnjuired to apply its judgment in evaluating the
benefits of possible controls and procedures reddt their costs.

Based on that evaluation, our chief executive effand chief financial officer concluded that oigctbsure controls and procedures were
effective as of December 31, 2014 to provide reallenassurance that information we are requiretistdose in reports that we file or submit under
the Exchange Act is recorded, processed, summaaizedeported within the time periods specifie@EC rules and forms, and that such information
is accumulated and communicated to our managemnehiding our chief executive officer and chiefdircial officer, as appropriate, to allow timely
decisions regarding required disclosure.

Management s Report on Internal Control Over Financial Reportg

Our management is responsible for establishingnaaidtaining adequate internal control over finahaaorting, as defined in Rule 13&(f)
and 15d-15(f) under the Exchange Act. Managememducted an evaluation of the effectiveness of ptarhal control over financial reporting based
on the framework imnternal Control—Integrated Framework (201t forth by the Committee of Sponsoring Organizetiof the Treadway
Commission. Based on this evaluation, managememietded that our internal control over financigdogting was effective as of December 31, 2014
Management reviewed the results of its assessmimbwr Audit Committee. The effectiveness of auternal control over financial reporting as of
December 31, 2014 has been audited by Deloitte &fie LLP, an independent registered public accogriiim, as stated in its report, which appears
in this Item under the heading “Report of Independ®egistered Public Accounting Firm.”

Changes in Internal Control over Financial Reportin
There were no changes in our internal control éwancial reporting (as defined in Rules 13a-15¢f)L5d-15(f) under the Exchange Act)
during the fourth quarter of fiscal 2014 that havaterially affected, or are reasonably likely totenilly affect, our internal control over finantia

reporting.
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Report of Independent Registered Public Accountindgrirm

To the Board of Directors and Stockholders of
Fortinet, Inc.
Sunnyvale, California

We have audited the internal control over financéglorting of Fortinet, Inc. and subsidiaries (tGempany”) as of December 31, 2014,
based on criteria establishedirternal Control - Integrated Framework (201i8sued by the Committee of Sponsoring Organizatifriee Treadway
Commission. The Company’s management is resporfsiblaaintaining effective internal control ovendincial reporting and for its assessment of the
effectiveness of internal control over financigboeting, included in the accompanying ManagemeRg&port on Internal Control over Financial
Reporting. Our responsibility is to express an @iron the Company's internal control over finahmporting based on our audit.

We conducted our audit in accordance with the stedsdof the Public Company Accounting Oversightiq@nited States). Those standards
require that we plan and perform the audit to abteasonable assurance about whether effectivenaiteontrol over financial reporting was
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordwalr financial reporting, assessing the risk that
material weakness exists, testing and evaluatiaglésign and operating effectiveness of internaifrobbased on the assessed risk, and performing
such other procedures as we considered necessiduy dircumstances. We believe that our audit plesvia reasonable basis for our opinion.

A company'’s internal control over financial repogiis a process designed by, or under the supenvisi the company’s principal executive
and principal financial officers, or persons pemfiarg similar functions, and effected by the compsaiwpard of directors, management, and other
personnel to provide reasonable assurance regatngliability of financial reporting and the pegation of financial statements for external
purposes in accordance with generally accepteduatiog principles. A company's internal control pfieancial reporting includes those policies and
procedures that (1) pertain to the maintenanceadrds that, in reasonable detail, accurately amly freflect the transactions and dispositionshef
assets of the company; (2) provide reasonable asseithat transactions are recorded as necesgaeyniit preparation of financial statements in
accordance with generally accepted accounting iptes; and that receipts and expenditures of tiepemy are being made only in accordance with
authorizations of management and directors of timepany; and (3) provide reasonable assurance lieggptevention or timely detection of
unauthorized acquisition, use, or disposition ef tbmpany's assets that could have a material effieihe financial statements.

Because of the inherent limitations of internaltcolnover financial reporting, including the posti of collusion or improper management
override of controls, material misstatements duertor or fraud may not be prevented or detected imely basis. Also, projections of any evaluatio
of the effectiveness of the internal control ovaahcial reporting to future periods are subjeah®risk that the controls may become inadequate
because of changes in conditions, or that the degfreompliance with the policies or procedures mheteriorate.

In our opinion, the Company maintained, in all maleaespects, effective internal control over fical reporting as of December 31, 2014,
based on the criteria establishedriternal Control— Integrated Framework (20133sued by the Committee of Sponsoring Organizatifrise
Treadway Commission.

We have also audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@nited States), the consolidated
financial statements and financial statement sdeeatuof and for the year ended December 31, 2§fthe Company and our report dated February
27, 2015 expressed an unqualified opinion on tleossolidated financial statements and financiaestent schedule.

/s/ DELOITTE & TOUCHE LLP

San Jose, California
February 27, 2015
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ITEM 9B.  Other Information

None.
Part Il

ITEM 10. Directors, Executive Officers and Corporae Governance

Information responsive to this item is incorporatedlein by reference to our definitive proxy stag@twith respect to our 2015 Annual
Meeting of Stockholders to be filed with the SEGhii 120 days after the end of the fiscal year ceddy this Annual Report on Form 10-K.

As part of our system of corporate governanceboard of directors has adopted a code of busir@stuct and ethics. The code applies t
of our employees, officers (including our princigakecutive officer, principal financial officer,ipcipal accounting officer or controller, or person
performing similar functions), agents and represtives, including our independent directors andsoiants, who are not our employees, with regard
to their Fortinet-related activities. Our code aklmess conduct and ethics is available on our iteeswww.fortinet.com under “Corporate—Investor
Relations—Corporate Governance.” We will post ds gection of our website any amendment to our eddrisiness conduct and ethics, as well as
any waivers of our code of business conduct anidtthat are required to be disclosed by the rolese SEC or the NASDAQ Stock Market.

ITEM 11. Executive Compensation

Information responsive to this item is incorporatedein by reference to our definitive proxy stag@twith respect to our 2015 Annual
Meeting of Stockholders to be filed with the SEGhiwi 120 days after the end of the fiscal year ceddy this Annual Report on Form 10-K.

ITEM 12. Security Ownership of Certain Beneficid Owners and Management and Related Stockholder Métrs

Information responsive to this item is incorporatedein by reference to our definitive proxy stag@twith respect to our 2015 Annual
Meeting of Stockholders to be filed with the SEGhii 120 days after the end of the fiscal year ceddy this Annual Report on Form 10-K.

ITEM 13. Certain Relationships and Related Trasactions, and Director Independence

Information responsive to this item is incorporatedein by reference to our definitive proxy stag@twith respect to our 2015 Annual
Meeting of Stockholders to be filed with the SEGhii 120 days after the end of the fiscal year ceddy this Annual Report on Form 10-K.

ITEM 14. Principal Accounting Fees and Services

Information responsive to this item is incorporatedein by reference to our definitive proxy stag@twith respect to our 2015 Annual
Meeting of Stockholders to be filed with the SEGhii 120 days after the end of the fiscal year ceddy this Annual Report on Form 10-K.
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Part IV
ITEM 15.  Exhibits, Financial Statement Schedule
(a) The following documents are filed as part @ thnnual Report on Form 10-K:

1. Financial Statement: The information concerning Fortinet’s financigdtements and the Report of Independent Regiskubtic
Accounting Firm required by this Item 15(a)(1)nsaerporated by reference herein to the sectiohisfAnnual Report on Form 10-K
in Part Il, Item 8, titled “Financial Statementda®upplementary Data.”

2. Financial Statement Schedu The following financial statement schedule oftirat, Inc., for the fiscal years ended December 31
2014, 2013 and 2012, is filed as part of thisdal Report on Form 10-K and should be read inwmetjon with our consolidated
financial statements.

SCHEDULE II—VALUATION AND QUALIFYING ACCOUNTS

Year Ended December 31,
2014 2013 2012
(in thousands)

Sales Returns Reserve:

Beginning balance $ 457 $ 2261 $ 2,351
Charged (credited) to costs and expenses, netdofctiens 1,26¢ 2,30¢ (84)
Ending balance $ 584: $ 457 % 2,267

Allowance for Doubtful Accounts:

Beginning balance $ 32 % 11£  $ 33¢€
Charged (credited) to costs and expenses, netitef-offs 33C (83) (221)
Ending balance $ 36z $ 32 % 11¢

Schedules not listed above have been omitted be¢hag are not applicable or are not required eiiriformation required to be set forth
therein is included in the consolidated financtatesments or notes thereto.

3. Exhibits: See Item 15(b) below. We have filed, or incorpedanto this Annual Report on Form KOby reference, the exhibits listi
on the accompanying Exhibit Index immediately faling the signature page of this Annual Report omb0-K.

(b) Exhibits:

The exhibit list in the Exhibit Index immediatelgliowing the signature page of this Annual Reporfrarm 10-K is incorporated herein by
reference as the list of exhibits required by ttém 15(b).

(c) Financial Statement Schedules: See Item 1b@jea
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned, theredolp authorized, on February 27, 2015 .

FORTINET, INC.

By: /sl Andrew Del Matto
Andrew Del Matto, Chief Financial Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pemsbose signature appears below constitutes anairgpgKen Xie and
Andrew Del Matto, jointly and severally, his attegnin-fact, with the power of substitution, for himany and all capacities, to sign any amendments
to this Annual Report on Form 10-K and to file #aame, with exhibits thereto and other document®imection therewith, with the Securities and
Exchange Commission, hereby ratifying and configrafi that each of said attorneysfaet, or his substitute or substitutes, may doaarse to be doi
by virtue hereof.

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bbélpthe following persons on behalf of
the registrant and in the capacities and on thesdatlicated.

Signature Title Date
/sl Ken Xie Chief Executive Officer and Chairman February 27, 201
Ken Xie (Principal Executive Officer)
/sl Andrew Del Matto Chief Financial Officer February 27, 201
Andrew Del Matto (Principal Financial and Accounting Officer)
/sl Michael Xie President, Chief Technology Officer and Directo February 27, 201
Michael Xie
/sl Ming Hsieh Director February 27, 201
Ming Hsieh
/sl Chenming Hu Director February 27, 201
Chenming Hu
/s Hong Liang Lu Director February 27, 201

Hong Liang Lu

s/ William H. Neukom Director February 27, 201
William H. Neukom

/sl Christopher B. Paisley Director February 27, 201
Christopher B. Paisley
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EXHIBIT INDEX
Exhibit
Number Description Incorporated by reference herein
Exhibit
Form Date Number

3.1 Amended and Restated Certificate of Incorporation Registration Statement on Form S-I (File No. 333419D) August 10, 2009 3.2

3.2 Bylaws Current Report on Form 8-K (File No. 001-34511) April 21, 2014 34

4.1 Specimen common stock certificate of the Company Registration Statement on Form S-I, as amendee [l 333- November 2, 2009 4.1

161190)

10.1" Forms of Indemnification Agreement between the Camyp Registration Statement on Form S-I (File No. 3334199) August 10, 2009 10.1
and its directors and officers

10.2" 2000 Stock Plan and forms of agreement thereunder Registration Statement on Form S-I (File No. 3334199) August 10, 2009 10.2

10.3" 2008 Stock Plan and forms of agreement thereunder Registration Statement on Form S-I (File No. 333419D) August 10, 2009 10.3

10.4" 2009 Equity Incentive Plan and forms of restricémtk unit Registration Statement on Form S-I (File No. 333419D) August 10, 2009 104
award and restricted stock agreement thereunder

10.5" Forms of stock option agreement under 2009 Equitgritive  Annual Report on Form 10-K (File No. 001-34511) February 28, 2012 10.5
Plan

10.6" Form of performance stock unit award agreement uadi@d Quarterly Report on Form 10-Q (File No. 001-34511) August 6, 2013 99.1
Equity Incentive Plan

10.7"* Forms of restricted stock unit award and performaastock uni
award agreement under 2009 Equity Incentive Plafditfonal
Forms)

10.8' Fortinet, Inc. 2011 Employee Stock Purchase Plan Current Report on Form 8-K (File No. 001-34511) June 27, 2011 10.1

10.9' Fortinet, Inc. Bonus Plan Current Report on Form 8-K (File No. 001-34511) January 26, 2010 10.1

10.10' Fortinet, Inc. Cash and Equity Incentive Plan Quarterly Report on Form 10-Q (File No. 001-34511) November 5, 2013 10.1

10.11" Form of Change of Control Agreement between the oty Registration Statement on Form S-1, as amendeel i{féil 001- August 10, 2009 10.11
and its directors 34511)

10.12" Separation and Change of Control Agreement, dated a Registration Statement on Form S-I, as amendee [l 333- August 10, 2009 10.5
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Exhibit 10.7

FORTINET, INC.
2009 EQUITY INCENTIVE PLAN
RESTRICTED STOCK UNIT AWARD AGREEMENT

Unless otherwise defined herein, the terms definetthe Fortinet, Inc. 2009 Equity Incentive Plahe(t‘Plan”) will
have the same defined meanings in this Restridimck®Jnit Award Agreement (the “Award Agreement”).

l. NOTICE OF RESTRICTED STOCK UNIT GRANT

Participant Name:
Address:

You have been granted the right to receive an Awdifdestricted Stock Units, subject to the termd aonditions ¢
the Plan and this Award Agreement, as follows:

Grant Number

Date of Grant

Vesting Commencement Date

Number of Restricted Stock Units:

Vesting Schedule

Subject to any acceleration provisions containeth@éPlan or set forth below, the Restricted Stdok will vest in
accordance with the following schedule:

[INSERT VESTING SCHEDULE.]

In the event Participant ceases to be a Serviceid@&nofor any or no reason before Participant vesthe Restricte
Stock Units, the Restricted Stock Units and Pandint’s right to acquire any Shares hereunder mithediately terminate.

By Participant’s signature and the signature ofrd@esentative of Fortinet, Inc. (the “Companig8low, Participar
and the Company agree that this Award of RestriStedk Units is granted under and governed bydheg and conditions
the Plan and this Award Agreement, including theni®and Conditions of Restricted Stock Unit Grattached hereto
Exhibit A and the Addendum with additional counsiyecific terms and conditions (the “Addendunatjached hereto
Exhibit B, all of which are made a part of this Adagreement. Participant has reviewed the PlantlisdAwardAgreemer
in their entirety, has had an opportunity to obtain
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the advice of counsel prior to accepting this AwaAgteement and fully understands all provisiongh&f Plan and Awa
Agreement. Participant hereby agrees to acceptirading, conclusive and final all decisions or im@tations of th
Administrator upon any questions relating to thenRind Award\greement. Participant further agrees to notify @rmenpan’
upon any change in the residence address indibaied.

PARTICIPANT: FORTINET, INC.
Signature By
Print Name Title

Residence Address
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EXHIBIT A
TERMS AND CONDITIONS OF RESTRICTED STOCK UNIT GRANT

1. _Grant The Company hereby grants to the individual namebe Notice of Grarittached as Part | of this Aw:
Agreement (the “Participant)nder the Plan an Award of Restricted Stock Usibject to all of the terms and condition
this AwardAgreement and the Plan, which is incorporated hdgireference. Subject to Section 19 of the Rtathe ever
of a conflict between the terms and conditionshef Plan and the terms and conditions of this Awsgceement, the terr
and conditions of the Plan will prevail.

2. _Companys Obligation to Pay Each Restricted Stock Unit represents the righteteive a Share on the da
vests. Unless and until the Restricted Stock Unilishave vested in the manner set forth in Sec8BpRarticipant will have r
right to payment of any such Restricted Stock Urftgor to actual payment of any vested Restricack Units, suc
Restricted Stock Unit will represent an unsecurgithation of the Company, payable (if at all) oflgm the general assets
the Company. Any Restricted Stock Units that vasagcordance with Sections 3 or 4 will be paid #otiBipant (or in th
event of Participant’s death, to his or her estateyhole Shares, subject to Participant satisiyang TaxRelated Items
defined and as set forth in Section 6. Subjechéoprovisions of Section 4, such vested RestriStedk Units will be paid |
Shares as soon as practicable after vesting, lmadh such case within the period ending no latan the date that is two ¢
one-half (2%2) months from the end of the Compatgxsyear that includes the vesting date.

3. _Vesting ScheduleExcept as provided in Section 4, and subjectetcti®n 6, the Restricted Stock Units awal
by this Award Agreement will vest in accordancehwilte vesting provisions set forth in the NoticeGoant. Restricted Sto
Units scheduled to vest on a certain date or upon theraaoce of a certain condition will not vest in fapant in accordant
with any of the provisions of this Awarigreement, unless Participant will have been cowtirsly a Service Provider frc
the Date of Grant until the date such vesting ccasrfurther described in Section 6.

4. _Administrator DiscretionThe Administrator, in its discretion, may accaterthe vesting of the balance, or s
lesser portion of the balance, of the unvestedriResd Stock Units at any time, subject to the trof the Plan. If <
accelerated, such Restricted Stock Units will besaered as having vested as of the date spebifigde Administrator.

Notwithstanding anything in the Plan or this Awakdreement to the contrary, if the vesting and paynu
the balance, or some lesser portion of the balasfdbe Restricted Stock Units is accelerated innextion with Participand’
termination as a Service Provider (provided thahgermination is a “separation from servigdgthin the meaning of Secti
409A, as determined by the Compangther than due to deathand if (x) Participant is a U.S. taxpayer argpécifiec
employee”within the meaning of Section 409A at the time wtls termination as a Service Provider and (y) @éngent o
such accelerated Restricted Stock Units will reisuthe imposition of additional tax under Sect&®dDA if paid to Participal
on or within the six (6) month period following Baipant’s termination as a Service Provider, ttiepayment of such
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accelerated Restricted Stock Units will not be madél the date six (6) months and one (1) dayofeihg the date «
Participants termination as a Service Provider, unless théiciamnt dies following his or her termination asSarvice
Provider, in which case, the Restricted Stock Unwitls be paid in Shares to the Participangstate as soon as practic
following his or her death. It is the intent ofghAward Agreement to comply with the requiremerftSection 409A so th
none of the Restricted Stock Units provided unter Award Agreement or Shares issuable thereundebevsubject to th
additional tax imposed under Section 409A, and ampiguities herein will be interpreted to so comgigr purposes of tr
Award Agreement, “Section 409Aimeans Section 409A of the Code, and any proposedpdrary or final Treasu
Regulations and Internal Revenue Service guidareretnder, as each may be amended from time to time

5. _Dividend Equivalents Participant shall be entitled to receive the ealeint value (in cash or Shares) of
dividends paid on each Share for each RestrictedkStnit (a “Dividend Equivalent”)Any Dividend Equivalent th
becomes payable shall be paid at the same timéhehainderlying Restricted Stock Unit is paid pardito Section 2.

6. _Forfeiture upon Termination of Status aseavi8e Provider. Notwithstanding any contrary provision of f
Award Agreement, the balance of the Restricted iSthats that have not vested as of the time ofi€ipetnt’s termination ¢
a Service Provider, for any or no reason and Rpaint’s right to acquire any Shares hereunder, will imiatety terminat
upon Participan$ termination as a Service Provider. For purpodethe Restricted Stock Units, Participant's stadgs:
Service Provider will be considered terminated fishe date Participant is no longer actively pravidservices to tt
Company or any Parent or Subsidiary (regardlesthefreason for such termination and whether orlater to be foun
invalid or in breach of employment laws in the gdiiction where Participant is employed or rendesagyices or the terms
Participant’'s employment or service agreementnyf) aand Participans’ right to vest in the Restricted Stock Units unithe
Plan, if any, will terminate as of such date ant mot be extended by any notice period (e.g.,iBigent's period of servis
would not include any contractual notice periogny period of “garden leavest similar period mandated under employn
laws in the jurisdiction where Participant is eny@d or rendering services or the terms of Partitigeemployment or servi
agreement, if any); the Administrator shall have #xclusive discretion to determine when Partidipgmo longer active
providing services for purposes of the Restricteatis Unit grant (including whether Participant netifl be considered to |
a Service Provider while on a leave of absence).

7. _Death of ParticipantAny distribution or delivery to be made to Pagant under this Award Agreement will
Participant was a U.S. resident and is then dededmse made to Participast'designated beneficiary, or if no benefic
survives Participant, the administrator or execofdParticipants estate. Any distribution or delivery to be maa®articipar
under this Award Agreement will, if Participant wast a U.S. resident and is then deceased, be toate administrator
executor of Participarg’estate. Any such transferee must furnish the @osniith (a) written notice of his or her statu:
transferee, and (b) evidence satisfactory to theg2my to establish the validity of the transfer anthpliance with any lav
or regulations pertaining to said transfer.
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8. _Withholding of Taxes Participant acknowledges that, regardless of aetion taken by the Company or
different, the Parent or Subsidiary retaining optaying Participant (the “Employerthe ultimate liability for all income ta
social insurance, payroll tax, fringe benefits t@ayment on account or other tax-related itemstedlao Participang
participation in the Plan and legally applicableP@rticipant (“Tax-Related Items”), is and remaRasticipants responsibilit
and may exceed the amount actually withheld byGbenpany or the Employer. Participant further ackieolyes that tr
Company and/or the Employer (1) make no representabr undertakings regarding the treatment of BawyRelated Item
in connection with any aspect of the RestrictectlStdnits, including, but not limited to, the gramgsting or settlement of t
Restricted Stock Units, the subsequent sale ofeéSharquired pursuant to such settlement and tlegpteaf any dividends «
dividend equivalents; and (2) do not commit to anel under no obligation to structure the termshefdrant or any aspect
the Restricted Stock Units to reduce or eliminaaetiBipant’s liability for TaxRelated Items or achieve any particular
result. Further, if Participant is subject to TRglated Items in more than one jurisdiction, Pgréiot acknowledges that 1
Company and/or the Employer (or former employerajglicable) may be required to withhold or accdiantTax-Relatet
Items in more than one jurisdiction.

Prior to any relevant taxable or tax withholdinget; as applicable, Participant agrees to makeuade@rrangemer
satisfactory to the Company and/or the Employesaiisfy all Tax-Related Iltemslotwithstanding any contrary provision
this Award Agreement, no certificate representing the Sharifisbhe issued to Participant, unless and until sfatitor
arrangements (as determined by the Administratdt)have been made by Participant with respecthi payment of Tax-
Related Items which the Company determines musiitbéeld with respect to such Shares.

The Administrator, in its sole discretion and pamsiuto such procedures as it may specify from timéme, ma
satisfy any Tax-Related Items, in whole or in garithout limitation) by (a) withholding from Parfant’s wages or oth
cash compensation payable to Participant by thegaosnand/or any Parent or Subsidiary, (b) withhaitterwise deliverab
Shares, or (c) selling a sufficient number of s&itares otherwise deliverable to Participant throesgbh means as 1
Company may determine in its sole discretion (whethrough a broker or otherwis®epending on the withholding meth
the Company may withhold or account for TR&lated Iltems by considering applicable minimuntustay withholding rate
or other applicable withholding rates, includingxmaum applicable rates, in which case Participattitneceive a refund «
any over-withheld amount in cash and will have ntitement to the Share equivalent.

To the extent determined appropriate by the Comjraiitg discretion, it will have the right (but ntite obligation) t
satisfy any Taxkelated Items by reducing the number of Sharesrwibe deliverable to Participant. In this case, ti
purposes, Participant will be deemed to have bssmed the full number of Shares subject to theedeRestricted Sto
Units, notwithstanding that a number of the Sharesheld back solely for the purpose of payingTtae-Related Items.

If Participant is a Section 16 officer of the Compaunder the Exchange Adten the Company will withhold
Shares upon the relevant taxable or tax withholéwvent, as applicable, unless the Company detesntiira such withholdir
method is problematic under Applicable Laws. Irsttase, Participant may elect the form of withhmidrom the alternativi
above.
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Finally, Participant agrees to pay to the Companghe Employer any amount of Té&elated Items that the Comp:
or the Employer may be required to withhold or actdor as a result of Participastparticipation in the Plan that canno
satisfied by the means previously described. Iti€lpant fails to make satisfactory arrangementstfie payment of ar
required TaxRelated Items obligations hereunder at the timeagpficable Restricted Stock Units otherwise afedaled t
vest pursuant to Sections 3 or 4, Participant pafmanently forfeit such Restricted Stock Units amy right to receiv
Shares thereunder and the Restricted Stock Urlitbevieturned to the Company at no cost to the am.

9. _Rights as StockholdeNeither Participant nor any person claiming unatethrough Participant will have any
the rights or privileges of a stockholder of then@pany in respect of any Shares deliverable hereundiess and un
certificates representing such Shares will havenbgsued, recorded on the records of the Compauitg dransfer agents
registrars, and delivered to Participant. Afterhsigsuance, recordation and delivery, Participatithave all the rights of
stockholder of the Company with respect to votinghsShares and receipt of dividends and distribstan such Shares.

10. _No Guarantee of Continued ServicARTICIPANT ACKNOWLEDGES AND AGREES THAT TH
VESTING OF THE RESTRICTED STOCK UNITS PURSUANT TQHE VESTING SCHEDULE HEREOF IS EARNE
ONLY BY CONTINUING AS AN ACTIVE SERVICE PROVIDER, AD NOT THROUGH THE ACT OF BEING HIREI
BEING GRANTED THIS AWARD OF RESTRICTED STOCK UNIT®R ACQUIRING SHARES HEREUNDEI
PARTICIPANT FURTHER ACKNOWLEDGES AND AGREES THAT TI8 AWARD AGREEMENT, THE
TRANSACTIONS CONTEMPLATED HEREUNDER AND THE VESTINGCHEDULE SET FORTH HEREIN DO NC
CONSTITUTE AN EXPRESS OR IMPLIED PROMISE OF CONTIRD ENGAGEMENT AS A SERVICE PROVIDE
FOR THE VESTING PERIOD, FOR ANY PERIOD, OR AT ALIAND WILL NOT INTERFERE IN ANY WAY WITH
PARTICIPANT'S RIGHT OR THE RIGHT OF THE COMPANY (OR THE EMPLOY} TO TERMINATE
PARTICIPANT'S RELATIONSHIP AS A SERVICE PROVIDER AANY TIME, WITH OR WITHOUT CAUSE.

11. _Nature of Grantln accepting the Award, Participant acknowledgeslerstands and agrees that:

a. the grant of the Restricted Stock Units is voluptand occasional and does not create any conttamtagher righ
to receive future grants of Restricted Stock Urtsbenefits in lieu of Restricted Stock Units, eveRestricte:
Stock Units have been granted in the past;

b. all decisions with respect to future Restrictedc&tonits or other grants, if any, will be at thdesdiscretion of th
Company;

c. Participant is voluntarily participating in the Rj
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d. the Restricted Stock Units and the Shares subjettiet Restricted Stock Units, and the income arhaevaf same
are not intended to replace any pension right®ompensation;

e. the Restricted Stock Units and the Shares sulpettiet Restricted Stock Units, and the income arglevaf same
are not part of normal or expected compensatioptdioposes of calculating any severance, resignatomination
redundancy, dismissal, end-of-service paymentsuses) longservice awards, pension or retirement or we
benefits or similar payments;

f. the future value of the underlying Shares is unkmandeterminable and cannot be predicted withaoey;

g. unless otherwise agreed with the Company, the REstrStock Units and the Shares subject to thdriRiEes
Stock Units, and the income and value of samenatggranted as consideration for, or in connectidth, the
service Participant may provide as a director gf Rarent or Subsidiary of the Company.

h. no claim or entitlement to compensation or damagjesl arise from forfeiture of the Restricted Stddkits
resulting from the termination of Participant'stssaas a Service Provider for any reason whatsoelrether or nc
later found to be invalid or in breach of employméws in the jurisdiction where Participant is doyed o
rendering services or the terms of Participaetnployment or service agreement, if any), ancbimsideration ¢
the grant of the Restricted Stock Units to whichtiBigpant is otherwise not entitled, Participameirocably agret
never to institute any claim against the Compaany Parent or Subsidiary or the Employer, waivesdri he
ability, if any, to bring any such claim, and redea the Company, any Parent or Subsiciauy the Employer fro
any such claim; if, notwithstanding the foregoiagy such claim is allowed by a court of competentgiction
then, by participating in the Plan, Participantlsha deemed irrevocably to have agreed not toysussich clair
and agrees to execute any and all documents negeéssaquest dismissal or withdrawal of such claamd

i. unless otherwise provided in the Plan or by the @amy in its discretion, the Restricted Stock Umitsl the
benefits evidenced by this Agreement do not craateentittement to have the Restricted Stock Umiitany suc
benefits transferred to, or assumed by, anotherpaosn nor be exchanged, cashed out or substitutedin
connection with any corporate transaction affectirggShares; and

j. the following provisions apply only if Participaistproviding services outside the United St:

(i) the Restricted Stock Units and the Shardgest to the Restricted Stock Units are not parha@imal o
expected compensation or salary for any purposk; an

(i) Participant acknowledges and agrees thdheethe Company, the Employer nor any Parentutnstliar
shall be liable for any foreign exchange rate fiation between

7
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Participants local currency and the United States Dollar thay affect the value of the Restricted Stock Uait®i
any amounts due to Participant pursuant to théesetnt of the Restricted Stock Units or the subsatisale of ar
Shares acquired upon settlement.

12. _No Advice Regarding GrantThe Company is not providing any tax, legal araficial advice, nor is t
Company making any recommendations regarding Raatits participation in the Plan, or Participanéicquisition or sale
the underlying Shares. Participant is hereby advieeconsult with his or her own personal tax, lega financial adviso
regarding his or her participation in the Plan befaking any action related to the Plan.

13. Data Privacy. Participant hereby explicitly and unambiguously csents to the collection, use and trans:
in electronic or other form, of Participant personal data as described in this Award Agreetremd any other Restricte
Stock Unit grant materials by and among, as applita, the Employer, the Company and any Parent obSidiary for the
exclusive purpose of implementing, administeringcdamanaging Participant’s participation in the Plan.

Participant understands that the Company and the poyer may hold certain personal information abc
Participant, including, but not limited to, Partigants name, home address and telephone number, datbirfi, socia
insurance number or other identification number, Eay, nationality, job title, any shares of stock directorships held i
the Company, details of all Restricted Stock Unitsany other entitlement to shares of stock awardednceled, exercise
vested, unvested or outstanding in Participant'séa (“Data”), for the exclusive purpose of implementing, admirishg
and managing the Plan.

Participant understands that Data will be transfexd to Charles Schwab & Co., Inc., or such other atoplan
service provider as may be selected by the Comprartiye future, which is assisting the Company withe implementatior
administration and management of the Plan. Partiaipt understands that the recipients of the Data mag located in th
United States or elsewhere, and that the recipiémsuntry (e.g., the United States) may have differeiata privacy law
and protections than Participans country. Participant understands that if he or shiesides outside the United States, h
she may request a list with the names and addresgesny potential recipients of the Data by contagf his or her loca
human resources representative. Participant authees the Company, its broker and any other possiglgipients whicl
may assist the Company (presently or in the futureth implementing, administering and managing thHlan to receive
possess, use, retain and transfer the Data, in glmac or other form, for the sole purpose of impieenting, administering
and managing his or her participation in the PlarParticipant understands that Data will be held onlys long as i
necessary to implement, administer and manage Rgvtint’s participation in the Plan. Participant understasdf he or shi
resides outside the United States, he or she magng time, view Data, request additional informati about the storac
and processing of Data, require any necessary ammeadts to Data or refuse or withdraw the consentsdir, in any cas
without cost, by contacting in writing his or heotal human resources representative. Further, Paipiant understand
that he or she is providing the consents herein @purely voluntary basis. If Participant does nobrsent, or if Participan
later seeks to revoke his or her consent, his or benployment status or service and career with t@ployer will not b
adversely affected; the only consequence of refgsin
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or withdrawing Participants consent is that the Company would not be ablgtant Participant Restricted Stock Units
other Awards or administer or maintain such Awardsherefore, Participant understands that refusing withdrawing his
or her consent may affect Participarst’ability to participate in the Plan. For more infmation on the consequences
Participant's refusal to consent or withdrawal of consent, Raipant understands that he or she may contact bisher
local human resources representative.

14. _Address for NoticesAny notice to be given to the Company under #grens of this Award Agreement will
addressed to the Company, in care of Stock Admnatish at Fortinet, Inc., at 899 Kifer Road, Sunalgy CA 94086, or
such other address as the Company may hereafigndesin writing.

15. _Grant is Not TransferableExcept to the limited extent provided in Sectfgrthis grant and the rights ¢
privileges conferred hereby will not be transferrassigned, pledged or hypothecated in any waytfvendy operation of la
or otherwise) and will not be subject to sale unebeecution, attachment or similar process. Upon aitgmpt to transfe
assign, pledge, hypothecate or otherwise disposthisfgrant, or any right or privilege conferredrdt®y, or upon ar
attempted sale under any execution, attachmeninolas process, this grant and the rights and [@ges conferred here
immediately will become null and void.

16. _Binding AgreementSubiject to the limitation on the transferabildf/this grant contained herein, this Aw
Agreement will be binding upon and inure to thedddérof the heirs, legatees, legal representatisescessors and assign
the parties hereto.

17. _Additional Conditions to Issuance of Stodkat any time the Company will determine, indiiscretion, that tr
listing, registration or qualification of the Sharepon any securities exchange or under any Uag st federal or forei
law, or the consent or approval of any governmameiglilatory authority is necessary or desirabla esndition to the issuar
of Shares to Participant (or his or her estateemekiciary, if applicable), such issuance will motcur unless and until st
listing, registration, qualification, consent ompapval will have been effected or obtained freamy conditions not accepta
to the Company. Where the Company determines Headeélivery of the payment of any Shares will vield).S. feder:
securities laws or other Applicable Laws, the Comypavill defer delivery until the earliest date ahish the Compar
reasonably anticipates that the delivery of Shasittsr0 longer cause such violation.

18. _Plan GovernsThis Award Agreement is subject to all terms aravisions of the Plan. In the event of a con
between one or more provisions of this Award Agreetrand one or more provisions of the Plan, theigians of the Pla
will govern. Capitalized terms used and not defimethis Award Agreement will have the meaningfeeth in the Plan.

19. _Administrator Authority The Administrator will have the power to interptiee Plan and this Award Agreem
and to adopt such rules for the administratiorerpretation and application of the Plan as are istard therewith and
interpret or revoke any such rules (including, it limited to, the determination of whether or aay Restricted Stock Un
have vested). All actions taken and all interpretest and determinations made by the Administratayaod faith will be fine
and binding upon Participant, the Company andthkointerested persons. No member
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of the Administrator will be personally liable fany action, determination or interpretation madgand faith with respect
the Plan or this Award Agreement.

20. _Electronic Delivery The Company may, in its sole discretion, decioled¢éliver any documents relatec
Restricted Stock Units awarded under the Plan arrduRestricted Stock Units that may be awardedeuride Plan k
electronic means or request Participamonsent to participate in the Plan by electromé@ns. Participant hereby consen
receive such documents by electronic delivery ayrées to participate in the Plan through anylim@-or electronic syste
established and maintained by the Company or d garty designated by the Company.

21. _Captions Captions provided herein are for convenience anly are not to serve as a basis for interpretati
construction of this Award Agreement.

22. _Agreement Severableln the event that any provision in this Awatdjreement will be held invalid
unenforceable, such provision will be severablenfrand such invalidity or unenforceability will noé construed to have ¢
effect on, the remaining provisions of this Awargréement.

23. _Modifications to the AgreemeniThis AwardAgreement constitutes the entire understandindnefparties ¢
the subjects covered. Participant expressly wasrtrat he or she is not accepting this AwAgiteement in reliance on a
promises, representations, or inducements other tth@se contained herein. Modifications to this AdvAgreement or tt
Plan can be made only in an express written doctimatuted by a duly authorized officer of the Camp Notwithstandin
anything to the contrary in the Plan or this AwAgreement, the Company reserves the right to rahiseAward Agreeme
as it deems necessary or advisable, in its soteadien and without the consent of Participantdmply with Section 409A
to otherwise avoid imposition of any additional @xincome recognition under Section 409A in comioacto this Award ¢
Restricted Stock Units, but the Company shall roubder any obligation to make any such revisiamtHérmore, nothing
this Award Agreement or the Plan shall provide sidb&or any person to take action against the Compa any Parent
Subsidiary based on matters covered by Section 40®Auding the tax treatment of any Restrictedc&tnit settled c
amount paid or Restricted Stock Units granted urbisr Award Agreement, and neither the Company aryr Parent ¢
Subsidiary shall under any circumstances have iabjlity to Participant or his or her estate or aier party for any taxe
penalties or interest due on amounts paid or payahbter this Award Agreement, including taxes, fimsaor interes
imposed under Section 409A.

24. _Amendment, Suspension or Termination ofRlen. By accepting this Award, Participant expresslyrnamats
that he or she has received an Award of Restri&etk Units under the Plan, and has received, aallunderstood
description of the Plan. Participant understands the Plan is discretionary in nature and may roersled, suspended
terminated by the Company at any time.

25. _Governing Law and VenueThis Award Agreement will be governed by the lasishe State of Californi
without giving effect to the conflict of law primuies thereof. For purposes of litigating any disptitat arises under t|
Award of Restricted Stock or this Award Agreemehné parties hereby submit to and consent to thedjation of the State
California, and agree that
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such litigation will be conducted in the courtsS#nta Clara County, Californjar the federal courts for the United State:
the Northern District of California, and no othewucts, where this Award of Restricted Stock is madé/or to be performed.

26. _Languagelf Participant has received this Award Agreemamnany other document related to the Plan trard
into a language other than English and if the meaof the translated version is different thanEmglish version, the Engli
version will control.

27. _Addendum Notwithstanding any provisions in the Award Agremnt, the Restricted Stock Unit grant sha
subject to any special terms and conditions sdh for the Addendum, attached as Exhibit B, for iegrént's country
Moreover, if Participant relocates to one of thartdes included in the Addendum, the special teams conditions for su
country will apply to Participant, to the extenet@ompany determines that the application of seamg and conditions
necessary or advisable for legal or administratasons. The Addendum constitutes part of the Avigréement.

28. Imposition _of Other RequiremenisThe Company reserves the right to impose othquirements o
Participants participation in the Plan, on the Restricted Btdnit and on any Shares acquired under the Rtatinet extent tr
Company determines it is necessary or advisabldefyal or administrative reasons, and to requirgi¢daant to sign an
additional agreements or undertakings that mayesessary to accomplish the foregoing.

29. _Insider Trading / Market Abuse RestrictiorRarticipant may be subject to insider tradingriegt®ons and/c
market abuse laws, which may affect Participanibility to acquire or sell Shares or rights to Sksafe.g., the Restricte
Stock Units) under the Plan during such times asdizant is considered to have “inside informatiosagarding the Compa
(as defined by the laws in Participantountry). Any restrictions under these laws @uflations are separate from an
addition to any restrictions that may be imposedleunany applicable Company insider trading poliBarticipant i
responsible for ensuring Participanttompliance with any applicable restrictions amdhdlvised to speak with his or
personal legal advisor on this matter.

30. _Waiver. Participant acknowledges that a waiver by the @amg of breach of any provision of this Aw
Agreement shall not operate or be construed as\ewaf any other provision of this Award Agreememit of any subseque
breach by Participant or any other Participant.

* % %
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EXHIBIT B

ADDENDUM TO
RESTRICTED STOCK UNIT AWARD AGREEMENT

Capitalized terms used but not defined herein dielle the meanings set forth in the Plan, the MaticGrant and/or tt
Terms and Conditions of Restricted Stock Unit Grant

Terms and Conditions

This Addendum includes additional terms and coodgithat govern the Restricted Stock Units grameBarticipant und:
the Plan if Participant resides and/or works in oh¢he countries listed below. This Addendum forpast of the Awar
Agreement.

If Participant is a citizen or resident of a coynither than the one in which Participant is cuttyeworking, is considered
resident of another country for local law purposesransfers employment and/or residency betweemntdes after the Da
of Grant, the Company shall, in its sole discretaetermine to what extent the additional terms@nditions included here
will apply to Participant under these circumstances

Notifications

This Addendum also includes notices regarding exgbacontrols and certain other issues of whichiédaaint should b
aware with respect to Participanparticipation in the Plan. The information is ds®n the securities, exchange control
other laws in effect in Participast’country as of January 2015. Such laws are oftemptex and change frequently. A
result, the Company strongly recommends that Ragaiit not rely on the information noted herein lag only source
information relating to the consequences of Paaici's participation in the Plan because the informatiay be out of date
the time Participant vests in the Restricted Stdoks or sells Shares acquired under the Plan.

In addition, the information contained herein isgel in nature and may not apply to Participapgrticular situation, and t
Company is not in a position to assure Participafnany particular result. Accordingly, Participaist advised to set
appropriate professional advice as to how the agielaws in Participant’s country may apply to Rgyant’s situation.

Finally, if Participant is a citizen or resident afcountry other than the one in which Participanturrently working, i
considered a resident of another country for |é&@al purposes or transfers employment and/or resideetween countri
after the Date of Grant, the information contaihedein may not be applicable in the same mannatticipant.

ALGERIA

Terms and Conditions
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Restricted Stock Units Payable Only in Cash Notwithstanding Section 2 of the Award Agreemeiné grant of Restrictt
Stock Units does not provide any right for Partcipto receive Shares. Restricted Stock Units gohitw Participants
Algeria shall be paid only in cash through locayne#l in an amount equal to the value of the Shameshe vesting date le
any TaxRelated Items. Participant agrees to bear any meyréluctuation risk between the time the Restdc8&ock Unit
vest and the time the cash payment is distributd®btticipant through local payroll.

ARGENTINA
Notifications

Securities Law Information. Neither the Restricted Stock Units nor the undadyBhares are publicly offered or listec
any stock exchange in Argentina. The offer is gavand not subject to the supervision of any Angengovernment
authority.

Exchange Control Information. In the event that Participant transfers proceeas fthe sale of Shares or the receipt of
dividends or Dividend Equivalents paid on such 8santo Argentina within 10 days of receiptq. , the proceeds have |
been held in the offshore bank or brokerage acciourdt least 10 days prior to transfer), Partinipaust deposit 30% of t
proceeds into a non-interest bearing account ineAtiga for 365 days. If Participant has satisfiad @0day holding
obligation, the Argentine bank handling the tratisacmay request certain documentation in connaciwith Participant
request to transfer proceeds into Argentina, inolgiedvidence of the sale or dividend payment amdfpthat no funds we
remitted out of Argentina to acquire the Shareghd#f bank determines that the d@y rule or any other rule or regulat
promulgated by the Argentine Central Bank has eenbsatisfied, it will require that 30% of the preds be placed in a non-
interest bearing dollar denominated mandatory depesount for a holding period of 365 days. Pleaste that exchan
control regulations in Argentina are subject tagérent change. Participant should consult with Bigent’s personal leg
advisor regarding any exchange control obligatiBagicipant may have in connection with Participamarticipation in th
Plan.

Foreign Asset/Account Information. If Participant holds Shares as of December 31 gfyaar, Participant is required
report the holding of the Shares on his or hergeistax return for the relevant year.

AUSTRALIA
Notifications

Australian Offer Document . The offer of Restricted Stock Units is intended domply with the provisions of t
Corporations Act 2001, ASIC Regulatory Guide 49 &8IC Class Order CO 14/1000. Additional details set forth in th
Offer Document for the offer of Stock Units to Aradian resident employees, which will be providedParticipant with th
Award Agreement.
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Securities Law Information. If Participant acquires Shares under the Plan artichant offers such Shares for sale
person or entity resident in Australia, the offeaynbe subject to disclosure requirements underraliest law. Participal
should obtain legal advice as to Participant'sldsare obligations prior to making any such offer.

Exchange Control Information . Exchange control reporting is required for casingactions exceeding A$10,000
international fund transfers. The Australian basgisting with the transaction will file the repdftthere is no Australian ba
involved in the transfer, then Participant will tegjuired to file the report.

AUSTRIA
Notifications

Exchange Control Information. If Participant holds Shares acquired under the Blatside of Austria, Participant m
submit a report to the Austrian National Bank. Aemption applies if the value of the Shares asngf@iven quarter is le
than €30,000,000 or as of December 31 is less€64100,000. If the former threshold is exceededstgus obligations ar
imposed, whereas if the latter threshold is excgedenual reports must be given. The annual rempdate is December
and the deadline for filing the annual report isulay 31 of the following year.

When Participant sells Shares acquired under the Bt receives a dividend payment, there may béasmge contr
obligations if the cash proceeds are held outsiiduwstria. If the transaction volume of all accosirdbroad excee
€3,000,000, the movements and balances of all atsoomst be reported monthly, as of the last dah@imonth, on or befo
the fifteenth day of the following month, on thepcribed form Meldungen Sl-Forderungen und/oder Sl-Verpflichtumge

BELGIUM
Notifications

Foreign Asset/Account Information. Participant is required to report any security anl account opened and maintal
outside Belgium on Participant’s annual tax return.

BRAZIL
Terms and Conditions

Compliance with Law. By accepting the Restricted Stock Units, Participgecknowledges his or her agreement to co
with applicable Brazilian laws and to pay any alidypplicable taxes associated with the vestinthefRestricted Stock Uni
and the sale of Shares acquired under the Plathanéceipt of any dividends or Dividend Equivasent
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Notifications

Exchange Control Information. If Participant is resident or domiciled in BrazRarticipant will be required to subi
annually a declaration of assets and rights hetdidel of Brazil to the Central Bank of Brazil ifettaggregate value of st
assets and rights is equal to or greater than Ug800. Assets and rights that must be reportedidecEhares acquired un
the Plan.

CAMBODIA
There are no country-specific provisions.
CANADA
Terms and Conditions

Restricted Stock Units Payable Only in SharesNotwithstanding any discretion in the Plan or aimgtto the contrary in tt
Award Agreement, the grant of Restricted Stock $Jdites not provide any right for Participant tceree a cash payment, ¢
the Restricted Stock Units are payable in Shars on

Forfeiture upon Termination of Status as a Servicd’rovider . The following provision replaces Section 6 of theard
Agreement:

Except as otherwise provided in the Plan or the iiw&greement, the balance of the Restricted Stogkslithat have n
vested as of the time of Participantermination as a Service Provider (for any oregason and whether or not later foun
be invalid or in breach of Canadian laws or thenteof the Participard’ employment or service agreement, if any),
Participant’s right to acquire any Shares hereyndél immediately terminate upon Participasttermination as a Serv
Provider. For purposes of the preceding senteheeParticipans right to vest in the Restricted Stock Units waiminatt
effective as of the date that is the earlier oft{i® date Participarst’status as a Service Provider is terminated,h@)dat:
Participant receives notice of termination of seevirom the Employer, or (3) the date the Partitipa no longer active
providing service. The right to vest in the Res&icStock Units will not be extended by any nopeeiod (e.g., active servi
would not include any contractual notice periodaay period of “garden leavedr similar period mandated under Cana
laws or the terms of the Participa&mployment or service agreement, if any); the iztstrator shall have the exclus
discretion to determine when the Participant idamger actively providing service for purposes o Restricted Stock Un
grant (including whether Participant may still lmnsidered to be a Service Provider while on a ledabsence).

The following provisions will apply if Participant is a resident of Quebec

Language ConsentThe parties acknowledge that it is their expreshwhat this Award Agreement, as well as all doauis
notices and legal proceedings entered into, givensbituted pursuant hereto or relating directiyrairectly hereto, be drav
up in English.
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Les parties reconnaissent avoir expressement stiuhae la conventiorfAward Agreement”],ainsi que tous les documel
avis et procédures judiciaries, éxecutés, donnémtmantés en vertu de, ou lié, directement ou eatEment a la présel
convention, soient rédigés en langue anglaise.

Data Privacy Notice and ConsentThis provision supplements Section 13 of the Awagdeement:

Participant hereby authorizes the Company and tbmpanys representatives to discuss with and obtain advas
information from all personnel, professional or,riotvolved in the administration and operationtwd Plan. Participant furtr
authorizes the Company and any Parent or Subsidizdlythe administrator of the Plan to disclose disduss the Plan wi
their advisors. Participant further authorizes@wenpany and any Parent or Subsidiary to record sdohmation and to kee
such information in Participant’s file.

Notifications

Securities Law Information. Participant is permitted to sell Shares acquiredeurthe Plan through the designated br
appointed under the Plan, if any, provided theleeshShares acquired under the Plan takes platstdeuwf Canada throu
the facilities of a stock exchange on which ther8bare listed. The Shares are currently listethemNASDAQ.

Foreign Asset/Account Reporting Information. Participant is required to report any foreign asgicluding Shares) with
value exceeding C$100,000 on Form T1135 (Foreigortre Verification Statement). The statement isatube same time
Participant’s annual tax return. It is Participarmesponsibility to comply with applicable repogiabligations.

CHILE
Notifications

Securities Law Information. Neither the Company, the Restricted Stock Units ther Shares issued upon vesting of
Restricted Stock Units are registered with the &l Registry of Securities or under the control tleé Chilea
Superintendence of Securities.

Exchange Control and Tax Information. Participant is not required to repatriate procesutained from the sale of Share
from dividends or Dividend Equivalents to Chilewever, if Participant decides to repatriate prosdeoim the sale of Shal
and/or dividends or Dividend Equivalents and theoam of the proceeds to be repatriated exceeds Q83Q, Participal
acknowledges that he or she must effect such rapatr through the Formal Exchange Market (i.ecoanmercial bank «
registered foreign exchange office).

Further, if the value of Participastaggregate investments held outside of Chile ektk$5,000,000 (including the value
Shares acquired under the Plan), Participant nayxirt the status of such investments annually ¢oGbntral Bank usir
Annex 3.1 of Chapter XlI of the Foreign Exchang@ations.
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Foreign Asset/Account Reporting Information. If Participant holds Shares acquired under the Blaside of Chile, he
she must inform the Chilean Internal Revenue Serttice “CIRS”)of the details of his or her investment in the 8kan
Filing Tax Form 1851 “Annual Sworn Statement Regagdinvestments Held AbroadFurther, if Participant wishes
receive credit against ParticipantChilean income taxes for any taxes paid abroadjciant must report the paymen:
taxes abroad to the CIRS by filing Tax Form 1853filal Sworn Statement Regarding Credits for Taxad Rbroad’
These statements must be submitted electronidathygh the CIRS website before March 15 of eacih: yeaw.sii.cl.

CHINA
Terms and Conditions

The following provisions will apply to Participants who are subject to PRC exchange control restrictios, as determine
by the Company in its sole discretion

Immediate Sale Restriction.Notwithstanding anything to the contrary in therP@ Award Agreement, due to excha
control laws in China, Participant agrees that 8hgres acquired at vesting of the Restricted Stimits may be immediate
sold at vesting or, at the Company’s discretiona dater time (including when Participahtstatus as a Service Prov
terminates). If, however, the sale of the Sharesoispermissible under the Compasyhsider trading policy, or if al
requisite exchange control approval for the PlarChina has not been obtained, the Company retaesdiscretion t
postpone the issuance of the Shares subject twipant’s vested Restricted Stock Units until such time tha sale is aga
permissible and to then immediately sell the Shardggect to the Restricted Stock Units. Particiganther agrees that t
Company is authorized to instruct its designatexkdr to assist with the mandatory sale of the Shére Participans behal
pursuant to this authorization), and Participamiressly authorizes such broker to complete thecfadach Shares. Particip.
acknowledges that the Compasiydesignated broker is under no obligation to @eafor the sale of the Shares at
particular price. Upon the sale of the Shares,Gbmpany agrees to pay the cash proceeds from kbelesss any brokera
fees or commissions, to Participant in accordanitk applicable exchange control laws and regulatiand provided ai
liability for Tax-Related Items resulting from the vesting of thetReted Stock Units has been satisfied. Due totflatons i
the Share price and/or the US dollar exchangebeti®een the vesting date and (if later) the datevioich the Shares are sc
the sale proceeds may be more or less than theeiaakie of the Shares on the vesting date (wlsithe amount relevant
determining Participarg’tax liability). Participant understands and agribait the Company is not responsible for the an
of any loss Participant may incur and that the Camypassumes no liability for any fluctuations ie tBhare price and/or |
dollar exchange rate.

Exchange Control Information. Participant understands and agrees that, to feiltompliance with exchange control |
in China, Participant may be required to immedjatepatriate to China the cash proceeds from the gaany Share
acquired at vesting of the Restricted Stock Umiid any dividends or Dividend Equivalents receivedelation to the Share
Participant further understands that, under laeal such repatriation of the cash proceeds may twekd effectuated throu
a special exchange control account establishedhdéybmpany or any Parent or Subsidiary, and Paatitihereby consel
and agrees that the proceeds from the sale of Shageired under
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the Plan and any dividends received in relatiothéoShares may be transferred to such special acpdor to being delivere
to Participant.

The proceeds may be paid to Participant in U.Sladolor local currency at the Compasydiscretion. In the event 1
proceeds are paid to Participant in U.S. dollassti€@pant understands that Participant will beuiesg to set up a U.S. dol
bank account in China and provide the bank accdetdils to the Employer and/or the Company sotti@proceeds may
deposited into this account.

Participant agrees to bear any currency fluctuatisk between the time the Shares are sold or eindd or Dividen
Equivalents are paid and the time the proceeddisiébuted to Participant through any such spemiabunt.

Participant further agrees to comply with any otfeguirements that may be imposed by the Compatheifuture in order -
facilitate compliance with exchange control requiests in China.

COLOMBIA
Terms and Conditions
Labor Laws Acknowledgement.The following provision supplements Section 11hef Award Agreement:

Participants acknowledges that pursuant to Arti@8 of the Colombian Labor Code, the Plan and edld&tenefits do n
constitute a component of “salary” for any purpose.

Notifications

Exchange Control Information. Investment and assets (such as Shares) held astcbe registered with the Central B
( Banco de la Republicaif the value of Participard’ aggregate investments and assets abroad (ascember 31 of tt
relevant fiscal year) equals or exceeds US$500,b08ddition, when Participant sells or otherwisgpdses of any Shai
acquired under the Plan, if the investment wassteggd with the Central Bank, Participant must eatlie registration r
later than March 31 of the year following the y@awhich the Shares were sold. If Participant doatscancel the registrati
by the above-mentioned deadline, Participant vélshbject to a fine.

COSTARICA
There are no country-specific provisions.

CZECH REPUBLIC
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Notifications

Exchange Control Information. The Czech National Bank (“CNB"nay require Participant to fulfill certain notifidan
duties in relation to the opening and maintenari@foreign account. In addition, Participant m&ged to report the followir
even in the absence of a request from the CNBigordirect investments with a value of CZK 2,50@0& more in th
aggregate or other foreign financial assets withlae of CZK 200,000,000 or more.

Because exchange control regulations change frédguard without notice, Participant should consust or her personal lec
advisor prior to the sale of Shares to ensure camg with current regulations. It is Participantesponsibility to comp
with Czech exchange control laws, and neither thm@any nor any Parent or Subsidiary will be lidioleany resulting fine
or penalties.

DENMARK

Terms and Conditions

Danish Stock Option Act. By participating in the Plan, Participant acknegldes that he or she received an Emp
Statement translated into Danish, which is beirgyideed to comply with the Danish Stock Option ATa the extent mo
favorable to Participant and required to complyhwttock Option Act, the terms set forth in the Eoypr Statement w
apply to Participant’s participation in the Plan.

Notifications

Foreign Asset/Account Reporting Information. The establishment of an account holding Shares @caount holding ca
outside Denmark must be reported to the DanishAdministration. The form which should be used iis tltespect may |
obtained from a local bank. (Please note that tbéfigations are separate from and in additiorhtodecurities/tax reporti
obligations described below.)

Securities/Tax Reporting Information. If Participant holds Shares acquired under the Haa brokerage account wit
broker or bank outside Denmark, Participant is imeguto inform the Danish Tax Administration abdl account. For tr
purpose, Participant must file a Form \E(klaering V) with the Danish Tax Administration. Both Partigig and th
bank/broker must sign the Declaration V. By signthg Declaration V, the bank/broker undertakes laligation, withou
further request each year and not later than omulgep 1 of the year following the calendar yeamtaich the informatio
relates, to forward certain information to the Rdnirax Administration concerning the content of deeount. In the eve
that the applicable broker or bank with which tlceaunt is held does not wish to, or, pursuant &l#ws of the country
guestion, is not allowed to assume such obligatioreport, Participant acknowledges that he oristsolely responsible f
providing certain details regarding the foreign Kem@ge account and Shares deposited therein toD#mdsh Ta
Administration as part of his or her annual incotae return. By signing the Form V, Participant authes the Danish Ti
Administration to examine the account. A sampléhefForm V can be found at the following website.
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In addition, if Participant opens a brokerage aotdar a deposit account with a U.S. bank) for plaepose of holding ca
outside Denmark, Participant is also required form the Danish Tax Administration about this aatiod’o do so, Participa
must also file a Form K Erklaering K) with the Danish Tax Administration. The Form K shie signedboth by Participar
and by the applicable broker or bank where the wtices held. By signing the Form K, the broker/bamdertakes ¢
obligation, without further request each year aatllater than on February 1 of the year followihg talendar year to whi
the information relates, to forward certain infotioa to the Danish Tax Administration concerning ttontent of the accou
In the event that the applicable financial insigaot(broker or bank) with which the account is heddes not wish to, ¢
pursuant to the laws of the country in questiomas allowed to assume such obligation to repaatti€lpant acknowledg
that he or she is solely responsible for providiegain details regarding the foreign brokeragbank account to the Dan
Tax Administration as part of Participamtinnual income tax return. By signing the FornPKrticipant authorizes the Dan
Tax Administration to examine the account. A sangflEorm K can be found at the following websitevw.skat.dk.

DOMINICAN REPUBLIC
There are no country-specific provisions.
EGYPT
Notifications

Exchange Control Information. If Participant transfers funds into Egypt in cortn@t with the sale of Shares or the rec
of Dividend Equivalents, Participant is requireddtoso through a registered bank in Egypt.

FINLAND
There are no country-specific provisions.

FRANCE
Terms and Conditions

French Language Provision.By accepting the Award Agreement providing for teems and conditions of Participast’
grant, Participant confirms having read and understthe documents relating to this grant (the Riad the Awar
Agreement) which were provided in English langudgeticipant accepts the terms of those documestsrdingly.

En acceptant le Contrat Attribution décrivant les termes et conditions [t&tribution, le participant confirme ainsi avoir
et compris les documents relatifs a cette attridnut{le Plan U.S. et le Contrat Afftribution) qui ont été communiqués
langue anglaise. Le participant accepte les tereresonnaissance de cause.
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Notifications
Tax Information. The Restricted Stock Units are not intended toreaéh tax-qualified Awards.

Foreign Asset/Account Reporting Information. If Participant retains Shares acquired under tiaa Butside of France or maintair
foreign bank account, Participant is required fooré such to the French tax authorities when filRgyticipants annual ta
return. Failure to comply could trigger significg@nalties.

GERMANY
Notifications

Exchange Control Information. Cross-border payments in excess d42€00 in connection with the sale of secur
(including Shares acquired under the Plan) or doeipt of any dividends must be reported monthlthesGerman Feder
Bank. The report must be made by the 5th day ofrtbeth following the month in which the payment weseived and mu
be filed electronically. The form of report £&llgemeine Meldeportal Statistik can be accessed via tBendesbank’svebsite
and is available in both German and English. FHp#id is responsible for satisfying the reportitjgation.

In addition, in the unlikely event that Participdrtids Shares exceeding 10% of the total capitéh@fCompany, Participe
must report Participant’s holdings in the Companyaa annual basis.

HONG KONG
Terms and Conditions

Restricted Stock Units Payable Only in SharesNotwithstanding any discretion in the Plan or aimgtto the contrary in tt
Award Agreement, the grant of Restricted Stock $)dites not provide any right for Participant teeree a cash payment, ¢
the Restricted Stock Units are payable in Shars on
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Securities Law Information. WARNING:The grant of Restricted Stock Units under the teoimthe Award Agreement &
the Plan and the issuance of Shares at vestingesfriRted Stock Units do not constitute a publierfg of securities, ar
they are available only to Service Providers.

Please be aware that the contents of the Award &geat, including this Addendum, and the Plan hatdaen reviewed |
any regulatory authority in Hong Kong. Participaistadvised to exercise caution in relation to tight to acquire Shares
vesting of the Restricted Stock Units, or otherwiswler the Plan. If Participant is in any doubtacaib any of the contents
the Award Agreement, including this Addendum, erRlan, Participant should obtain independent pssfenal advice.

Sale of SharesShares received at vesting are accepted as a pemseastment. In the event that tRestricted Stock Units
vest and Shares are issued to Participant witkimsinths of the Date of Grant, Participant agrées the Shares will not
offered to the public or otherwise disposed of ptiothe six-month anniversary of the Date of Grant

HUNGARY
There are no country-specific provisions.
INDIA
Notifications

Exchange Control Information. Participant must repatriate to India the proceeds fthe sale of Shares acquired at ve:
within 90 days and any dividends received or Dinlldcquivalents in relation to the Shares within TRs after receiy
Participant must obtain evidence of the repatnatibfunds in the form of a foreign inward remittancertificate (the “FIRQ"
from the bank where Participant deposited the gpreiurrency. Participant must retain the FIRC intiBi@ant’s records t
present to the Reserve Bank of India or Participdfmployer in the event that proof of repatriatismequested.

Foreign Asset/Account Reporting Information. Participant is required to declare his or her fgmebank accounts and ¢
foreign financial assets (including Shares heldside India) in Participant’s annual tax returnt i$ Participant
responsibility to comply with this reporting obligan and Participant should consult his or her geas advisor in this regard.

INDONESIA
Notifications

Exchange Control Information. If Participant remits funds into Indonesieae(g ., proceeds from the sale of Shares)
Indonesian Bank through which the transaction islenaill submit a report of the transaction to thenB of Indonesia ft
statistical reporting purposes. For transactiond $$10,000 or more, a description of the transaatiist be included in t
report. Although the bank through which the tratisacis made is required to make the report, Rggitt must complete
“Transfer Report Form."The Transfer Report Form should be provided toiétpant by the bank through which
transaction is to be made.
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IRELAND
Notifications

Director Notification Obligation. If Participant is a director, shadow director ocre¢ary of an Irish Parent or Subsidi
Participant must notify the Irish Parent or Sulmigiin writing within five business days of receigi or disposing of ¢
interest in the Companyd.g., Restricted Stock Units, etc.), or within fivedmess days of becoming aware of the €
giving rise to the notification requirement or withive days of becoming a director or secretarsui€h an interest exists at
time. This notification requirement also applieshariespect to the interests of a spouse or childreter the age of 18 (whc
interests will be attributed to the director, shadbrector or secretary).

ISLE OF MAN
There are no country-specific provisions.
ISRAEL
Terms and Conditions

Immediate Sale Restriction.Participant agrees that any Shares acquired aingest the Restricted Stock Units will

immediately sold at vesting. If, however, the safi¢he Shares is not permissible under the Comsangider trading polic
the Company retains the discretion to postponégsteance of the Shares subject to Particigardgsted Restricted Stock Ui
until such time that the sale is again permissitnld to then immediately sell the Shares subjetit@édRestricted Stock Uni
Participant further agrees that the Company isaistbd to instruct its designated broker to assigt the mandatory sale
the Shares (on Participasthehalf pursuant to this authorization), and Bigdint expressly authorizes such broker to com
the sale of such Shares. Participant acknowledgegtie Compang’ designated broker is under no obligation to @e&io!
the sale of the Shares at any particular price.nltpe sale of the Shares, the Company agrees tthpagash proceeds fr(
the sale, less any brokerage fees or commissiorarticipant, provided any liability for TaRelated Items has been satisi
Participant understands and agrees that the Comparot responsible for the amount of any lossi€ipant may incur ar
that the Company assumes no liability for any fhations in the Share price and/or US dollar exchaatg.

ITALY
Terms and Conditions
Data Privacy Notification. This notification replaces Section 13 of the AwAgieement:

Participant understands that ParticipariEmployer, the Company and any Subsidiary or iafél may hold certain perso
information about Participant, including, but nimbited to, Participans name, home address and telephone number, (
birth, social insurance or other identification rhen salary, nationality, job title, any Sharesdmectorships held in ti
Company or any Subsidiary or Affiliate, details af Restricted Stock Units, or any other entitletnegn Shares awarde
canceled, exercised, vested, unvested or outsmdiParticipant’s favor (“Data”) and
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will process such data for the exclusive purposenplementing, managing and administering the Rlahin compliance wi
applicable laws and regulations.

Participant also understands that providing the @amg with Data is mandatory for compliance withdblaw and necesse
for the performance of the Plan and that Partidigarefusal to provide such Data would make it imfmedor the Compar
to perform its contractual obligations and may etffearticipants ability to participate in the Plan. The Controlé persone
data processing is Fortinet, Inc., with registeoffices at 899 Kifer Road, Sunnyvale, CA 94086, WB.Sand, pursuant
Legislative Decree no. 196/2003, its Representativtaly for privacy purposes is Fortinet Italyr 8, with registered office
at Via del Casale Solaro, 119, 00143 ROMA ltaly.

Participant understands that Data will not be mith#id, but it may be accessible by the Employeritmuhternal and exterr
personnel in charge of processing of such Datal@ndhe data processor (the “Processoif’)any. An updated list «
Processors and other transferees of Data is alailgon request from the Employer. FurthermoreaDaay be transferred
banks, other financial institutions, or brokers dlwed in the management and administration of tlhen.PParticipar
understands that Data may also be transferredetinttependent registered public accounting firmaged by the Compar
Participant further understands that the Compamyasrany Subsidiary or Affiliate will transfer Datanong themselves
necessary for the purpose of implementing, adnérnigj and managing Participastparticipation in the Plan, and that
Company and/or any Subsidiary or Affiliate may edgtther transfer Data to third parties assistihg Company in tt
implementation, administration, and managemenh@fRlan, including any requisite transfer of Data troker or other thi
party with whom Participant may elect to deposif &hares acquired at vesting of the RestrictedkStlygts. Such recipien
may receive, possess, use, retain, and transfea Datelectronic or other form, for the purposes imiplementing
administering, and managing Participanparticipation in the Plan. Participant underssati@t these recipients may be ac
as Controllers, Processors or persons in chargeoakessing, as the case may be, in accordanceloeih law and may
located in or outside the European Economic Aremimtries such as in the United States that mapnowide the same ley
of protection as intended under Italian data pgvéows. Should the Company exercise its discretiorsuspending ¢
necessary legal obligations connected with the gemant and administration of the Plan, it will delBata as soon as it |
completed all the necessary legal obligations co@tewith the management and administration oftlaa.

Participant understands that Data processing tketatéhe purposes specified above shall take plader automated or non-
automated conditions, anonymously when possiblat tomply with the purposes for which Data is atkel and wit
confidentiality and security provisions, as sethdny applicable laws and regulations, with speaiéference to Legislati
Decree no. 196/2003.

The processing activity, including communicatidme transfer of Data abroad, including outside ef Buropean Econon
Area, as herein specified and pursuant to appkcktwls and regulations, does not require Partitipaonsent thereto, as
processing is necessary to performance of conahohligations related to implementation, admiristm, and manageme
of the Plan. Participant understands that, pursta&ection 7 of the Legislative Decree no. 1968 @articipant have tl
right to, including but not limited to, access,atel update, correct, or terminate,
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for legitimate reason, the Data processing. Paditi should contact Participant’s Employer in teigard.

Furthermore, Participant is aware that Data will b@ used for direatrarketing purposes. In addition, Data provided loe
reviewed and questions or complaints can be adetldsscontacting Participant’s local human rescairepresentative.

Terms of Grant. By accepting the Restricted Stock Units, Particiaknowledges that (1) Participant has receivedpy o
the Plan and the Award Agreement, including thigié&wtum; (2) Participant has reviewed those docwsnientheir entiret
and fully understands the contents thereof; and?@]}icipant accepts all provisions of the Plan #red Award Agreemer
including this Addendum. Participant further ackihedges that Participant has read and specificalty expressly approve
without limitation, the following sections of theward Agreement: Section 6 F0rfeiture upon Termination of Status ¢
Service Provider”; Section 8 — “Withholding of TaXe Section 10 — “No Guarantee of Continued Sefyi&ection 11-
“Nature of Grant”; Section 13 — “Data Privacy” a&placed by the above consent; Section 25 — “Gowgrbaw and Venug”
and Section 26 — “Language.”

Notifications

Foreign Asset/Account Reporting Information. Italian residents who, during the fiscal year, holdestments abroad
foreign financial assetsg(g., cash, Shares, Restricted Stock Units) which nesemate income taxable in Italy are require
report such on their annual tax returns (UNICO FoRW Schedule) or on a special form if no tax netisrdue. The sar
reporting obligations apply to Italian residentsowkven if they do not directly hold investmentsaaol or foreign financi.
assets (e.g., cash, Shares, Restricted Stock Units), are beakfowners of the investment pursuant to Italiaone
laundering provisions.

Tax on Foreign Financial AssetsA tax on the value of financial assets held outsititaly by individuals resident in Its
will be due. The taxable amount will be the fairrke value of the financial assets (including Skpassessed at the en
each calendar year.

JAPAN
Notifications

Exchange Control Information. If Participant maintains a foreign bank accountslg of Japan with a value exceedirkf) ¥
million as of December 31, Participant is requitedeport such to the Japanese authorities by MEst each year.

KOREA
Notifications

Exchange Control Information. If Participant realizes US$500,000 or more from Hade of Shares or the receipt
dividends or Dividend Equivalents in a single ti@stsn, Participant must repatriate the proceedsai@a within 18 montt
of the receipt.
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Foreign Asset/Account Reporting Information. Participant will be required to report details ofyaassets (including a
Shares) held outside of Japan as of December 31 y=ar, to the extent such assets have a totafairetnarket valu
exceeding %0,000,000. Such report will be due by March 1feffollowing year. Participant is advised to cdhauth his ol
her personal tax advisor as to whether the regpdbiigation applies to Participant and whethetiBigant will be required 1
report details of any Restricted Stock Units orr8kdhat Participant holds.

KUWAIT
There are no country-specific provisions.
MALAYSIA
Notifications
Participant hereby explicity and unambiguous Peserta dengan ini secara eksplisit dan tar

consents to the collection, use and transfer, ire@lonic orsebarang keraguan mengizinkan pengumpulan, penggan
other form, of Participants personal data as described in tdan pemindahan, dalam bentuk elektronik atau lalain,
Award Agreement and any other Restricted Stock Umiantdata peribadi Peserta seperti yang dinyatakan da
materials by and among, as applicable, the Emplgy#rePerjanjian Penganugerahan dan apapa bahan geran Uni
Company and any Parent or Subsidiary for the exdlteSaham Terbatas yang lain oleh dan di antara, sebiagana
purpose of implementing, administering and managyang berkenaan, Majikan, Syarikat, dan mamaana
Participant’s participation in the Plan. Syarikat Induk atau Anak Syarikat untuk tujuan ekssif
bagi pelaksanaan, pentadbiran dan pengurusan pertgan
Peserta dalam Pelan tersebut.

Participant understands that the Company and Peserta memahami bahawa Syarikat dan Majik
Employer may hold certain personal information abtmungkin memegang maklumat peribadi tertentu tente
Participant, including, but not limited to, Partigiant’'s namePeserta, termasuk, tetapi tidak terhad kepada, naym
home address and telephone number, date of birtb¢ciglalamat rumah dan nombor telefon, tarikh lahir, nondp
insurance number or other identification number, Eay,insurans sosial atau nombor pengenalan lain, g:
nationality, job title, any shares of stock or do®rships helkewarganegaraan, jawatan, apapa saham atau jawata
in the Company, details of all Restricted Stock tor anyengarah yang dipegang dalam Syarikat, bubittir semue
other entittement to shares of stock awarded, cdedgUnit Saham Terbatas atau apapa hak lain untuk sye
exercised, vested, unvested or outstanding in Rgant'sdalam  saham  yang  dianugerahkan,  dibatalke
favor (“Data”), for the exclusive purpose of implementirdilaksanakan, terletak hak, tidak diletak hak ataup yang
administering and managing the Plan. The Data isppliedbelum dijelaskan bagi faedah Peserta (“Data’)ntuk tujuan
by the Employer and also by Participant through orfnationyang eksklusif bagi melaksanakan, mentadbir c
collected in connection with the Award Agreementdathemenguruskan Pelan. Data dibekalkan oleh Majikan d
Plan. juga oleh Peserta melalui maklumat yang dikumg

berkenaan dengan Perjanjian Penganugerahan dan Rela
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Participant understands that Data will be transfexd tdPeserta memahami bahawa Data akan dipindah kep
Charles Schwab & Co., Inc., or such other stock plaervicecCharles Schwab & Co., Inc., atau pembekal perkhidiaa
provider as may be selected by the Company in titerré,pelan saham lain yang mungkin dipilih oleh Syarikgiada
which is assisting the Company with the implemetatmasa depan yang membantu Syarikat dalam melaksama
administration and management of the Plan. Partiaiptmentadbir dan menguruskan Pelan tersebut. Peserte
understands that the recipients of the Data maylbeated irmemahami bahawa penerimpenerima Data mungkil
the United States or elsewhere, and that the remmps’berada di Amerika Syarikat atau di tempat lain, ddb@hawe
country (e.g., the United States) may have diffdrettatanegara penerima (contohnya, Amerika Syarikat) mungl
privacy laws and protections than Participant’s catny. mempunyai undangindang privasi data dan perlindunge
yang berbeza daripada negara Peserta.

Participant understands that if he or she resides Peserta fahami bahawa sekiranya dia menetap di |
outside the United States, he or she may requesstawith Amerika Syarikat, Peserta boleh meminta senarai reuatan
the names and addresses of any potential recipiesftshealamat manamana penerima Data yang berpotensi denc
Data by contacting his or her local human resourceenghubungi wakil sumber manusia tempatannya. Pea
representative. Participant authorizes the Companits memberi kuasa kepada Syarikat, brokernya dan manana
broker and any other possible recipients which masgist thepenerima lain yang mungkin membantu Syarikat (pa
Company (presently or in the future) with implemang, masa kini atau masa depan) untuk melaksanakan, naetigir
administering and managing the Plan to receive, pessdan menguruskan Pelan untuk menerima, memili
use, retain and transfer the Data, in electronic other form,menggunakan, mengekalkan dan memindahkan De
for the sole purpose of implementing, administerirgnd dalam bentuk elektronik atau laidain, dengan tujuan untuk
managing his or her participation in the Plan. Padipant melaksanakan, mentadbir dan menguruskan penyert:
understands that Data will be held only as long asPeserta dalam Pelan. Peserta fahami bahawa Data re
necessary to implement, administer and manatjgegang hanya untuk tempoh yang diperlukan unt
Participant's participation in the Plan. Participanmelaksanakan, mentadbir dan menguruskan penyert:
understands if he or she resides outside the Uniftdtes, hd?eserta dalam Pelan. Peserta fahami bahawa sekiga
or she may, at any time, view Data, request addiiomenetap di luar Amerika Syarikat, dia boleh, paddabsbila
information about the storage and processing of Batasa, melihat Data, meminta maklumat tambahan mengg
require any necessary amendments to Data or refusgpenyimpanan dan pemprosesan Data, meminta bah
withdraw the consents herein, in any case withouwist bypindaanpindaan yang diperlukan dilaksanakan ke atas D:
contacting in writing his or her local human resogesatau menolak atau menarik balik persetujuan dalanmi,
representative at Suite 33A-02/03, Level 33A, Mem#feckdalam manamana kes, tanpa kos, dengan menghubu
Seng, 203, Jalan Bukit Bintang 55100 Kuala Lumpwecara bertulis wakil sumber manusia tempatannyaSiiite
Malaysia. Further, Participant understands that har she is33A-02/03, Level 33A, Menara Keck Seng, 203, Jalan Bi
providing the consents herein on a purely voluntamgsis.  Bintang 55100 Kuala Lumpur, Malaysia.
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If Participant does not consent, or if Participaméter seeks tSelanjutnya, Peserta memahami bahawa dia memberi
revoke his or her consent, his or her employmerdtst ompersetujuan di sini secara sukarela. Jika Pesertalak
service and career with the Employer will not bevadselpersetuju, atau jika Peserta kemudian membatall
affected; the only consequence of refusing or withdingpersetujuannya, status pekerjaan atau perkhidmatalan
Participant’s consent is that the Company would not be &erjayanya dengan Majikan tidak akan terjejas; satya
to grant Participant Restricted Stock Units or othdwardsakibat jika dia tidak bersetuju atau menarik bal
or administer or maintain such Awards. Therefopersetujuannya adalah bahawa Syarikat tidak akan pdd
Participant understands that refusing or withdrawgnhis omenganugerahkan kepada Peserta Unit Saham Terb.
her consent may affect Participarg’ability to participate iatau Anugerah lain atau mentadbir atau mengekalk
the Plan. For more information on the consequencegAnugerah tersebut. Oleh itu, Peserta fahami baha
Participant’s refusal to consent or withdrawal of consekeengganan atau penarikan balik persetujuannya bo
Participant understands that he or she may conthet or hemenjejaskan keupayaannya untuk mengambil bahag
local human resources representative. dalam Pelan. Untuk maklumat lanjut mengenai akik
keengganannya untuk memberikan keizinan atau perkam
balik keizinan, Peserta fahami bahawa dia bol
menghubungi wakil sumber manusia tempatannya.

Director Notification Obligation . If Participant is a director of a Malaysian Par@nSubsidiary, Participant is subject to
certain notification requirements under the MalagsCompanies Act. Among these requirements is dgation to notify the
Company’s Malaysian Parent or Subsidiary in writingen Participant receive or dispose of an intefesp ., Restricte
Stock Units or Shares) in the Company or any rdlatenpany. This notification must be made withindb§s of receiving
disposing of any interest in the Company or angteel company.

MEXICO
Terms and Conditions
No Entitlement or Claims for Compensation.These provisions supplement Section 11 of the Awaneement:

Modification. By accepting the Restricted Stock Units, Participarderstands and agrees that any modificatioheoPian c
the Award Agreement or its termination shall nonstitute a change or impairment of the terms andditions o
employment.

Policy Statement.The Award of Restricted Stock Units the Compangaking under the Plan is unilateral and discretig
and, therefore, the Company reserves the absafiieto amend it and discontinue it at any timehaiit any liability.

The Company, with registered offices at 899 KifemaR, Sunnyvale, CA 94086, U.S.A., is solely respmesfor the
administration of the Plan and participation in fkan and the acquisition of Shares does not, inveay, establish &
employment relationship between Participant and the
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Company since Participant is participating in th@nPon a wholly commercial basis and the sole eygslds Fortinet, Inc
located at Prol. Paseo de la Reforma 115 Int. ©@2, Lomas de Santa Fe, Del. Alvaro Obregon, Mexiz¢-. C.P. 0121
nor does it establish any rights between Parti¢ipad the Employer.

Plan Document Acknowledgment.By accepting the Award of Restricted Stock Unitgrtieipant acknowledges ti
Participant has received copies of the Plan, haewed the Plan and the Award Agreement in thetirety and fully
understands and accepts all provisions of the &anthe Award Agreement.

In addition, by accepting the Award Agreement, iegorant further acknowledges that Participant leelrand specifically a
expressly approved the terms and conditions inAh&ard Agreement, in which the following is cleartiescribed ar
established: (i) participation in the Plan does cmtstitute an acquired right; (ii) the Plan andtipgoation in the Plan

offered by the Company on a wholly discretionargi®a(iii) participation in the Plan is voluntargnd (iv) the Company a
any Parent or Subsidiary are not responsible fprdmerease in the value of the Shares underlyi@dréstricted Stock Units.

Finally, Participant hereby declares that Participdoes not reserve any action or right to bring ataim against tr
Company for any compensation or damages as a @sRérticipants participation in the Plan and therefore graritdlaanc
broad release to the Employer, the Company andPangnt or Subsidiary with respect to any claim thay arise under tl
Plan.

Spanish Translation

Sin derecho a compensacion o reclamaciones por cengacion.Estas disposiciones complementan el Contrato:

Modificacion . Al aceptar las Unidades de Acciones RestringiddsPaticipante entiende y acuerda que cualq
modificacion al Plan o al Contrato o su terminaciagn constituira un cambio o perjuicio a los térmsng condiciones (
empleo.

Declaracion de Politica.El Otorgamiento de Unidades de Acciones Restrirgyidae la Compafiia esta haciendo
conformidad con el Plan es unilateral y discrecibyapor lo tanto, la Compafia se reserva el deceahsoluto de modific.
y discontinuar el mismo en cualquier momento, egponsabilidad algun:

La Compafia, con oficinas registradas ubicadas 68 &ifer Road, Sunnyvale, CA 940, , EE.UU. es Unicamer
responsable de la administracion del Plan y la gdpacion en el Plan y la adquisicion de Accionesestablece, de forr
alguna, una relacion de trabajo entre el Participary la Compafiia, ya que el Participante particgrael Plan de una forn
totalmente comercial y el Unico patrésFortinet, Inc., Prol. Paseo de la Reforma 115 @2, Col. Lomas de Santa Fe, [
Alvaro Obregon, Mexico, D.F. C.P. 012y tampoco establece ningin derecho entre el Ppdite y el Patron.
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Reconocimiento del Documento del PlalAl aceptar el Otorgamiento de las Unidades de Aweso Restringidas,
Participante reconoce que el Participante ha regdicopias del Plan, ha revisado el Plan y el Cotaran su totalidad
entiende y acepta completamente todas las dispogisicontenidas en el Plan y en el Contrato.

Adicionalmente, al aceptar el Contrato, el Partaipie reconoce que el Participante ha leido y edipacy expresamente
aprobado los términos y condiciones del Contratogkque claramente se ha descrito y establecido Gula participacior
en el Plan no constituye un derecho adquirido;€liPlan y la participacion en el Plan es ofrecigar la Compaiiia de forn
enteramente discrecional; (iii) la participacion esl Plan es voluntaria; y (iv) la Compafia, asi @rau Sociede
Controlante, Subsidiaria no son responsables paalgquier disminucion en el valor de las Accionesysuentes a le
Unidades de Acciones Restringidas.

Finalmente, el Participante en este acto declara glParticipante no se reserva ninguna accion edeo para interpone
cualquier demanda o reclamacion en contra de la @aiffifia por compensacion, dafio o perjuicio alguno @oesultado de ¢
participacién en el Plan y, por lo tanto, otorga elas amplio finiquito al Patron, la Compafiia, asin® su Socied:
Controlante, Subsidiaria con respecto a cualquiemé@nda o reclamacion que pudiera surgir en virtetRlan.

NETHERLANDS
There are no country-specific provisions.
NEW ZEALAND
There are no country-specific provisions.
NIGERIA
There are no country-specific provisions.
NORWAY
There are no country-specific provisions.
PANAMA

Notifications

Securities Law Information . The Restricted Stock Units and any Shares whiah lbe issued to Participant upon vesting
settlement of the Restricted Stock Units are nbjest to registration under Panamanian Law as #éneynot intended for tl
public, but solely for Participant’s benefit.

PERU

Notifications
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Securities Law Information . The offer of the Restricted Stock Units is corsadl a private offering in Peru; therefore,
not subject to registration in Peru.

PHILIPPINES
Terms and Conditions

Restricted Stock Units Payable Only in Cash Notwithstanding Section 2 of the Award Agreemeach Restricted Sto
Unit represents the right to receive the cash edeint of the Fair Market Value of a Share on th& davests. For tf
avoidance of doubt, Participant shall not be editlo receive any Shares pursuant to any vestetlid®ed Stock Units ¢
pursuant to Dividend Equivalents.

POLAND
Notifications

Exchange Control Information. Polish residents holding foreign securities (inahgdShares) and maintaining accot
abroad must report information to the National BarikPoland on transactions and balances of theriiesuand cas
deposited in such accounts if the value of suchréees and cash (when combined with all other sskeld abroad) excee
PLN 7,000,000. If required, the reports must bedfibn a quarterly basis on special forms availablehe website of t
National Bank of Poland. Further, any transferusfds in excess of a specified threshold (curre€15,000) must be effect
through a bank account in Poland. Participant shmadintain evidence of such foreign exchange tiwses for five years, |
case of a request for their production by the Neidank of Poland.

PORTUGAL
Terms and Conditions

Language ConsentParticipant hereby expressly declares that he ersis full knowledge of the English language ars
read, understood and fully accepted and agreed thighterms and conditions established in the Plach the Awar
Agreement.

Conhecimento da Lingua. O Participante pelo preseatgclara expressamente que tem pleno conhecirdarifogua ingles
e que leu, compreendeu e livremente aceitou e cdoeaom os termos e condi¢cdes estabelecidas nwRiano Acordo ¢
Atribuicdo

Notifications

Exchange Control Information. If Participant does not hold the Shares acquiredesting with a Portuguese finan
intermediary, Participant may need to file a repuith the Portuguese Central Bank. If the Shareshaid by a Portugue
financial intermediary, it will file the report fdarticipant.
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PUERTO RICO
There are no country-specific provisions.
QATAR
There are no country-specific provisions.
ROMANIA

Notifications

Exchange Control Information. If Participant deposits the proceeds from the sél8hares issued to him or her at ves
and settlement of the Shares or any Dividend Edgiiva paid on such Shares in a bank account in RanBarticipant me
be required to provide the Romanian bank with appate documentation explaining the source of thel$.

Participant should consult his or her personal smvio determine whether Participant will be reedito submit suc
documentation to the Romanian bank.

RUSSIA
Terms and Conditions

U.S. Transaction.The Plan, the Award Agreement, including this Adilem, and all other materials Participant may rez
regarding Participard’ participation in the Plan or the grant of Ret#dcStock Units do not constitute advertising o
offering of securities in Russia. The issuance b&r8s acquired at vesting has not and will notdggstered in Russi
therefore, such Shares may not be offered or plaxcpdblic circulation in Russia.

In no event will Shares acquired at vesting bevde#id to Participant in Russia; all Shares wilhi@intained on Participast’
behalf in the United States.

Participant is not permitted to sell Shares acguattevesting directly to a Russian legal entityasident.

Depending on the development of local regulatoguiements, the Company reserves the right toestittl Restricted Sto
Units in cash and/or to pay any proceeds relateédedrestricted Stock Units to Participant throlagal payroll.

Data Privacy. This notification supplements Section 13 of the AdvAgreement:

Participant understands and agrees that he or shesincomplete and return a Consent to Processind?efsonal Data (th
“Consent”) form to the Company. Further, Participant understds and agrees that if Participant does not complat&
return a Consent form to the Company, the Companill not be able to grant Restricted Stock UnitsRarticipant or othe
awards or administer or maintain such awards. Th&ee, Participant understands that refusing
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to complete a Consent form or withdrawing his orfmonsent may affect Participant’s ability to pacipate in the Plan.
Notifications

Exchange Control Information. Participant must repatriate the proceeds from @i &f Shares to Russia within a reasor
short period after receipt. The sale proceeds bristitially credited to Participant through a figre currency account oper
in Participants name at an authorized bank in Russia. After timeld are initially received in Russia, they mayfinthel
remitted to a foreign bank subject to the followiimgitations: (i) the foreign account may be opemady for individuals; (ii
the foreign account may not be used for businessitaes; (iii) the Russian tax authorities must en notice about tl
opening/closing of each foreign account within onenth of the account opening/closing. Participanstrongly advised
contact his or her personal advisor before Restti&tock Units vest and Shares are sold as signtfjgenalties may apply
the case of non-compliance with exchange contoplirements and because such exchange control eeggemts may change.

SAUDI ARABIA

Terms and Conditions

Restricted Stock Units Payable Only in Cash Notwithstanding Section 2 of the Award Agreeméhné grant of Restrictt
Stock Units does not provide any right for Partigipto receive Shares. Restricted Stock Units goatd Participants in Sat
Arabia shall be paid only in cash through localrp#lyin an amount equal to the value of the Shareshe vesting date le
any TaxRelated Items. Participant agrees to bear any meyréluctuation risk between the time the Restdc8ock Unit
vest and the time the cash payment is distribuidRtticipant through local payroll.

SINGAPORE
Notifications

Securities Law Information. The Restricted Stock Units are being granted immek on Section 273(1)(f) of the Securi
and Futures Act (Chapter 289, 2006 Ed.) (“SFAMder which it is exempt from the prospectus amisteation requiremen
under the SFA. The Plan has not been lodged ostergd as a prospectus with the Monetary Authaiftpingapore. Tt
Restricted Stock Units are subject to Section 26the SFA and the Participant should not sell, fierofor sale, Shart
acquired upon vesting of the Restricted Stock Unitdess such sale or offer is made (a) after 6thsoaf the grant of tt
Restricted Stock Units to Participant; or (b) parsito the exemptions under Part XllI Division 8)bdivision (4) (other ths
Section 280) of the SFA.

Chief Executive Officer and Director Notification Obligation. The Chief Executive Officer and the Directors
Singaporean Parent or Subsidiary are subject tainenotification requirements under the Singap8mnpanies Act. Tf
Chief Executive Officer and the Directors must fyothe Singapore Parent or Subsidiary in writingaof interest .g.,
unvested Restricted Stock Units,
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Shares, etc.) in the Company or any Parent or 8ialpgiwithin two (2) business days of (i) its acgjtion or disposal, (ii) ar
change in previously disclosed interegt.q., when Shares acquired at vesting are sold), ipbécoming the CEO and/o
director.

SLOVAKIA
Notifications

Foreign Asset/Account Reporting Information. If Participant permanently resides in the Slovalpit#ic and, apart fro
being employed, carries on business activitiesnama@ependent entrepreneur (in Slovakipodnikatel), Participant will b
obligated to report his or her foreign assets @idiclg Shares) to the National Bank of Slovakia ¥jmted that the value of t
foreign assets exceeds an amount of €2,000,000).

SLOVENIA

Foreign Asset/Account Reporting Information. Slovenian residents may be required to report fienimg of bank and/
brokerage accounts to tax authorities within 15sdafyopening such account. Participants shouldwbmsth their personi
tax advisor to determine whether this requirematitog applicable to any accounts opened in conaeatith participation i
the Plan (.g., Participant’'s brokerage account with the Compsudgsignated broker).

SOUTH AFRICA
Terms and Conditions
Withholding Taxes. This provision supplements Section 7 of the Awagte®ment:

By accepting the Restricted Stock Units, Participagrees to immediately notify the Employer of #raount of any ga
realized upon vesting of the Restricted Stock UiitParticipant fails to advise the Employer oéthain realized at vestir
Participant may be liable for a fine. Participanll Wwe responsible for paying any difference betwélee actual tax liabilit
and the amount withheld.

Notifications

Exchange Control Information. Participant is responsible for complying with appble South African exchange con
regulations. Since the exchange control regulationange frequently and without notice, Participahbuld consu
Participants legal advisor prior to the acquisition or saléSbares acquired under the Plan to ensure compliaith currer
regulations. As noted, it is Participatesponsibility to comply with South African exdge control laws, and neither
Company nor any Parent or Subsidiary will be lidioleany fines or penalties resulting from Partiips failure to compl
with applicable laws.

SPAIN

Terms and Conditions
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Nature of Grant. This provision supplements Section 10 of the Awagdeement:

By accepting the Restricted Stock Units, Particigaimsents to participation in the Plan and ackedges that Participant |
received a copy of the Plan.

Participant understands that the Company has aralat, gratuitously, and in its sole discretiorcided to grant Restrict
Stock Units under the Plan to individuals who may Service Providers throughout the world. The deciss a limitec
decision that is entered into upon the expressngsson and condition that any grant will not birek tCompany or any Par:
or Subsidiary, other than to the extent set forththis Award Agreement. Consequently, Participamiasstands that t
Restricted Stock Units are granted on the assumpiia condition that the Restricted Stock Units ang Shares acquired
vesting of the Restricted Stock Units are not pérany employment or service contract (either wiith Company or ai
Parent or Subsidiary), and shall not be considerechandatory benefit, salary for any purposes (thioly severanc
compensation), or any other right whatsoever. titamh, Participant understands that this grant i@t be made but for t
assumptions and conditions referred to above; thagjcipant acknowledges and freely accepts #iettuld any or all of tt
assumptions be mistaken or should any of the dondiinot be met for any reason, then any grant oight to the Restricte
Stock Units shall be null and void.

Further, except as otherwise provided in the Prahthe Award Agreement, Participant understandshar she will not k
entitled to continue vesting in any Restricted 8tbnits once Participarg’status as a Service Provider terminates. Thi:
be the case, for example, even in the event ofrainiation of Participang status of a Service Provider by reason of, bt
limited to, resignation, retirement, disciplinarysmiissal adjudged to be with cause, disciplinargmissal adjusted

recognized to be without cause, individual or adilee dismissal or objective grounds, whether aggdlor recognized to
without cause, material modification of the ternissmployment under Article 41 of the WorkeStatute, relocation unc
Article 40 of the Workers’ Statute, Article 50 dfet Workers'Statute, unilateral withdrawal by the Employer ander Article
10.3 of the Royal Decree 1382/1985. Participannaskedges that Participant has read and specifieatepts the vesti
and termination conditions in the Award Agreement.

Notifications

Securities Law Information. The Restricted Stock Units do not qualify under riégla Law as securities. Nffer to the
public,” as defined under Spanish Law, has taken place lbtake place in the Spanish territory. Neither #lan nor th
Award Agreement have been registered with @oenision Nacronal del Mercado de Valora&sd do not constitute a puk
offering prospectus.

Exchange Control Information. Participant must declare the acquisition of Shacethe Spanish Direccion General
Comercio e Inversiongghe “DGCI”), the Bureau for Commerce and Investments, whichdsgartment of the Ministry
Economy and Competitiveness. Participant must discdare ownership of any Shares by filing a Forn® Dvth the
Directorate of Foreign Transactions each Januamjewhe Shares are owned. In addition, the salShares must also
declared on Form B-filed with the DGCI in January, unless the salecpeds exceed the applicable threshold (cun
€1,502,530), in which case, the filing is due witbime month after the sale.
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In addition, Participant is required to declarecttenically to the Bank of Spain any foreign acdsuncluding brokerac
accounts held abroad), any foreign instrumentdy@ieg any Shares acquired under the Plan) andrangactions with non-
Spanish residents (including any payments of Shay@de to Participant by the Company) dependinghenvelue of suc
accounts and instruments and the amount of theacdions during the relevant year as of Decemberf 8ie relevant year.

Foreign Asset/Accounting Reporting Information.If Participant holds rights or assets.(., Shares or cash held ina b
or brokerage account) outside of Spain with a valuexcess of €50,000 per type of right or asset(, Shares, cash, etc.)
of December 31 each year, Participant is requioegeport certain information regarding such rigatsl assets on tax fo
720. After such rights and/or assets are initia#lgorted, the reporting obligation will apply feubsequent years only if 1
value of any previously-reported rights or assatseases by more tha2@&000. The reporting must be completed by
March 31 each year.

SWEDEN
There are no country-specific provisions.
SWITZERLAND
Notifications

Securities Law Information. The offering of Restricted Stock Units is consideeeprivate offering in Switzerland and
therefore, not subject to registration in Switzeda

TAIWAN
Terms and Conditions

Data Privacy Acknowledgement. Participant acknowledges that he or she has aeddunderstands the terms regar
collection, processing and transfer of Data coei@im Section 13 of the Award Agreement and byigiggting in the Plai
Participant agrees to such terms. In this reggrdnuequest of the Company or the Employer, Ppetiti agrees to provide
executed data privacy consent form to the Emplayethe Company (or any other agreements or congbatsmay b
required by the Employer or the Company) that tlhen@any and/or the Employer may deem necessaryt&nobnder th
data privacy laws in Participasttountry, either now or in the future. Participantlerstands that he or she will not be ak
participate in the Plan if Participant fails to enge any such consent or agreement.

Notifications

Exchange Control Information. Participant may acquire and remit foreign currefiogluding proceeds from the sale
Shares or the receipt of dividends) up to US$5@@Mper year without justification.

If the transaction amount is TWD500,000 or moreairsingle transaction, Participant must submit aeigor Exchang
Transaction Form. If the transaction amount is UBR$300 or more in a single
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transaction, Participant must also provide suppgrtiocumentation to the satisfaction of the rengtthank.
THAILAND
Notifications

Exchange Control Information. If the proceeds from the sale of Shares or theipeoé dividends and Dividend Equivale
are equal to or greater than US$50,000 in a singlesaction, Participant must repatriate the prdgée Thailand immediate
upon receipt and to convert the funds to Thai Ballteposit the proceeds in a foreign currency deposount maintained |
a bank in Thailand within 360 days of remitting fh@ceeds to Thailand. In addition, Participant napecifically report th
inward remittance to the Bank of Thailand on a Kpré&xchange Transaction Form.

If Participant does not comply with this obligatidParticipant may be subject to penalties assdsgelde Bank of Thailan
Because exchange control regulations change frélgjueamd without notice, Participant should consulegal advisor befo
selling Shares to ensure compliance with curremtilegions. It is Participarg’ responsibility to comply with exchange cor
laws in Thailand, and neither the Company nor aaei or Subsidiary will be liable for any finesp®nalties resulting fro
Participant’s failure to comply with applicable law

TUNISIA
Terms and Conditions

Settlement of Restricted Stock Units and Sale of @hes. Due to local regulatory requirements, upon theingsof the
Restricted Stock Units, Participant agrees to thmédiate sale of any Shares to be issued to hieoupon vesting al
settlement of the Restricted Stock Units. Particifarther agrees that the Company is authorizethdtvuct its designat
broker to assist with the mandatory sale of sucir&h(on Participard’behalf pursuant to this authorization) and Padrt
expressly authorizes the Compaesignated broker to complete the sale of suaneShParticipant acknowledges that
Companys designated broker is under no obligation to gedor the sale of the Shares at any particulaeptipon the sa
of the Shares, the Company agrees to pay Participarcash proceeds from the sale of the Sharesaley brokerage fees
commissions and subject to any obligation to safisix-Related Items. Participant acknowledges that leherare not aws
of any material nonpublic information with respéatthe Company or any securities of the Compangfate date of tr
Award Agreement.

Notifications

Exchange Control Information. All proceeds from the sale of Shares as descrilbedeamust be repatriated to Tuni
Participant should consult his or her personal saivbefore taking action with respect to remittaotproceeds into Tunis
Participant is responsible for ensuring compliand all exchange control laws in Tunisia. In aduft if Participant holc
assets abroad in excess of 500 Tunisian Dinaricipant must report the assets to the Central Bdrikunisia.

37




6584426-v15\GESDMS

TURKEY
Notifications

Securities Law Information . Under Turkish law, Participant is not permitted to selaBes acquired under the Plar
Turkey. The Shares are currently traded on the &tp&&lobal Select Market, which is located outsifi§ urkey, under th
ticker symbol “FTNT” and the Shares may be soldtigh this exchange.

Exchange Control Information. Participant likely will be required to engage a Kish financial intermediary to assist w
the sale of Shares acquired under the Plan andamsayneed to engage a Turkish financial intermgdaath respect to tr
acquisition of such Shares, although this is lestam. As Participant is solely responsible fompdying with the financiz
intermediary requirements and their applicationpaoticipation in the Plan is uncertain, Participahbuld consult his or h
personal legal advisor prior to the vesting of Resstricted Stock Units or any sale of Shares torensompliance.

UNITED ARAB EMIRATES
Notifications

Securities Law Information . Participation in the Plan is being offered ordyselected Service Providers and is in the n
of providing equity incentives to Service Providénsthe United Arab Emirates. The Plan and the AlwAgreement ai
intended for distribution only to such Service Rdevs and must not be delivered to, or relied ondyy other perso
Prospective purchasers of the securities offeredldiconduct their own due diligence on the seagitf Participant does r
understand the contents of the Plan and the Awareéeéinent, Participant should consult an authorizehcial adviser. Tt
Emirates Securities and Commodities Authority hasesponsibility for reviewing or verifying any daments in connectic
with the Plan. Neither the Ministry of Economy ribe Dubai Department of Economic Development hapraved the Ple
or the Award Agreement nor taken steps to verifg thformation set out therein, and have no respditgi for suct
documents.

UNITED KINGDOM
Terms and Conditions

Restricted Stock Units Payable Only in Shares\Notwithstanding any discretion in the Plan or amytto the contrary in tt
Award Agreement, the grant of Restricted Stock &Jdites not provide any right for Participant tceree a cash payment, ¢
the Restricted Stock Units are payable in Shargs on

Withholding Taxes. This provision supplements Section 7 of the Awagte®ment:
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If payment or withholding of the income tax duen made within ninety (90) days of the end of thK. tax year (April 6 -
April 5) in which such event giving rise to the ame tax liability occurs, or such other period sfeed in Section 222(1)(c) «
the U.K. Income Tax (Earnings and Pensions) Act32(Be “Due Date”)the amount of any uncollected income tax ¢
constitute a loan owed by Participant to the Em@tpgffective on the Due Date. Participant agrées the loan will be:
interest at the then-current Official Rate of Heajbbty’s Revenue & Customs (“HMRC', will be immediately due ar
repayable, and the Company or the Employer mayvezcit at any time thereafter by any of the measferred to i
Section 10 of the Award Agreement.

Notwithstanding the foregoing, if Participant islisector or executive officer of the Company (witlihe meaning of Secti
13(k) of the U.S. Securities Exchange Act of 198lamended), Participant shall not be eligibleaftwan from the Compa
to cover the income tax. In the event that Paicips a director or executive officer and incomre ot collected from or pe
by Participant by the Due Date, the amount of angollected income tax may constitute a benefit aatiBipant on whic
additional income tax and national insurance cbations (“NICs”)may be payable. Participant acknowledges thatdfaati
ultimately will be responsible for reporting andypey any income tax due on this additional bendifiectly to HMRC unde
the selfassessment regime and for reimbursing the CompattyecEmployer (as applicable) for the value of anyploye:
NICs due on this additional benefit, which the Camp and/or the Employer may recover from Partidipgnany tim
thereafter by any of the means referred to in 8edD of the Award Agreement.

Joint Election for Transfer of the Employer’s Seconary Class 1 NICs Liability to the Participant. As a condition c
vesting in the Restricted Stock Units, Participagtees to accept any liability for secondary CIhd€ICs, which may &
payable by the Company or the Employer in connectigth the Restricted Stock Units (“Employer NICstVithout
limitation to the foregoing, Participant agreesetder into an election between Participant anddbmpany or the Employ
(the “Election”),in the form approved for such Election by HMRC, @my other consents or elections required to actish
the transfer of the Employer NICs to Participamioipto vesting of the Restricted Stock Units. Rgwant further agrees
enter into such other joint elections as may beiired between Participant and any successor taCtirapany and/or tt
Employer. If Participant does not enter into thedibn prior to the vesting of the Restricted Stabkits, Participant sha
without any liability to the Company or any ParentSubsidiary, not be entitled to vest in the Ret&d Stock Units.

Participant further agrees that the Company arti®Employer may collect the Employer NICs by afthe means set for
in Section 10 of the Award Agreement, as suppleateabove.
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FORTINET, INC.
2009 EQUITY INCENTIVE PLAN
PERFORMANCE STOCK UNIT AWARD AGREEMENT

Unless otherwise defined herein, the terms definetthe Fortinet, Inc. 2009 Equity Incentive Plahe(t‘Plan”) will
have the same defined meanings in this Perform@tamk Unit Award Agreement (the “Award Agreement”).

l. NOTICE OF PERFORMANCE STOCK UNIT GRANT

Participant Name:
Address:

You have been granted the right to receive an Awétélerformance Stock Units, the vesting of whiglbased on ti
attainment of performance goals (“PSUsSubject to the terms and conditions of the Plan tisl Award Agreement,
follows:

Grant Number

Date of Grant

Performance Period Start Date

Target Number of PSUs:

Vesting Conditions

Subject to any acceleration provisions containeithénPlan or in this Award Agreement, any Earned$@&s define
in the Performance Goal Matrix that is attachecteeas Exhibit B) will vest as to orleid (1/3) on the first, second and tt
anniversary of the Date of Grant, providParticipant remains a Service Provider from theeDatt Grant through tt
respective vesting date.

As soon as reasonably practicable after the coioplef the Performance Period, the Administratalistietermine th
actual level of attainment of the performance dda "Performance Goal") which determines the nunolbé&arned PSUs,
any. On the basis of the determination of the le¥elttainment of the Performance Goal, the nunob&SUs that are eligik
to vest shall be calculated. The Administrator megke such adjustment to the Performance Goal a&dhenistrator in it:
sole discretion deems appropriate.

Except as otherwise provided in the Plan or in fsard Agreement, in the event Participant ceasdseta Servic
Provider for any or no reason before Participarstvén the PSUs, the PSUs and Particigaright to acquire any Sha
hereunder will immediately terminate.

By Participants signature and the signature of the representafitike Company on the signature page that foll
Participant and the Company agree that this AwaRIStJs is granted
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under and governed by the terms and conditionseoPtan and this Award Agreement, including theri®and Conditions
Performance Stock Unit Grant, attached hereto &, the Performance Goal Matrix attached hewset Exhibit B and tt
Addendum with additional country-specific terms aahditions (the “Addendum’attached hereto as Exhibit C, all of wt
are made a part of this Award Agreement. Partidipas reviewed the Plan and this Aw#&greement in their entirety, b
had an opportunity to obtain the advice of counm@&br to accepting this Award Agreement and fullgderstands ¢
provisions of the Plan and Award Agreement. Pandiot hereby agrees to accept as binding, conclasigdinal all decisior
or interpretations of the Administrator upon anesfions relating to the Plan and Aw#gdreement. Participant further agr
to notify the Company upon any change in the resideddress indicated below.

[Signature page follows]

PARTICIPANT: FORTINET, INC.
Signature By
Print Name Title

Residence Address
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EXHIBIT A

TERMS AND CONDITIONS OF PERFORMANCE STOCK UNIT GRAN T

1. _Grant The Company hereby grants to the individual namebe Notice of Granattached as Part | of this Awi
Agreement (the “Participant”) under the Plan an Advaf PSUs, the vesting of which sed on the attainment of
Performance Goal set forth in the Performance Gtatix (attached as Exhibit B), subject to all bétterms and conditio
in this AwardAgreement and the Plan, which are incorporatediménereference. Capitalized terms not defined inesbal
have the meanings ascribed to such terms in thiedNot Grant and the Plan.

Subject to Section 19 of the Plan, in the evera obnflict between the terms and conditions ofRken and the terr
and conditions of this Awardgreement, the terms and conditions of the Plah pvévail; provided, however, that to
extent the PSUs are intended to constitute Qudliferformanc&ased Compensation, the provisions of the Perfoca
Award Plan will prevail to the extent necessaryetsure that the PSUs will be treated as QualifiedoPmanceBasel
Compensation.

2. _Compan's Obligation to Pay Unless and until the PSUs will have vested inrttener set forth in Section
Participant will have no right to payment of anyclsuPSUs. Prior to actual payment of any vested PSush PSU wi
represent an unsecured obligation of the Compaayalge (if at all) only from the general assetshef Company. Any PSI
that vest in accordance with Sections 3 or 4 wéllgaid to Participant (or in the event of Partioips death, to his or h
estate) in whole Shares, subject to Participamgfgatg any TaxRelated Items as defined and as set forth in SeétiGubjec
to the provisions of Section 4, such vested PSUlsbeipaid in Shares as soon as practicable aéisting, but in each su
case within the period ending no later than the daat is two and one-half (2%2) months from the ehthe Companyg ta
year that includes the vesting date.

3. _Vesting Conditions Except as provided in Section 4, and subjecteitti&n 6, the PSUs awarded by this Awv
Agreement will vest in accordance with the vestimmgvisions set forth in the Notice of Grant. PS3d¢beduled to vest or
certain date or upon the occurrence of a certamlition will not vest in Participant in accordanegh any of the provisior
of this AwardAgreement, unless Participant will have been cowtirsly a Service Provider from the Date of Grarttl tine
date such vesting occurs, as further describe@ati 6.

4. _Administrator DiscretionThe Administrator, in its discretion, may accaterthe vesting of the balance, or s
lesser portion of the balance, of the unvested P&Wsy time, subject to the terms of the Planyided, however, that tl
vesting of PSUs that are intended to constituteli@rth PerformanceBased Compensation shall not be accelerated
extent that any such vesting acceleration wouldseathe PSUs to fail to constitute Qualified PerfanceBasel
Compensation. If so accelerated, such PSUs witidnsidered as having vested as of the date spby§i¢he Administrator.

Notwithstanding anything in the Plan or this Awakdreement to the contrary, if the vesting and paynu
the balance, or some lesser portion of the balasfcie PSUs that constitute nonqualified defeethpensation subject
Section 409A is accelerated in connection
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with Participant’s termination as a Service Provifirovided that such termination is a “separafi@m service”within the
meaning of Section 409A, as determined by the Compather than due to deatrand if (x) Participant is a U.S. taxpa
and “specified employeatithin the meaning of Section 409A at the time wélstermination as a Service Provider and (y
payment of such accelerated PSUs will result inniposition of additional tax under Section 4094é#id to Participant on
within the six (6) month period following Participids termination as a Service Provider, then the paymwiesuch accelerat
PSUs will not be made until the date six (6) morathd one (1) day following the date of Participam€rmination as a Serv
Provider, unless Participant dies following hisher termination as a Service Provider, in whicrecéise PSUs will be paid
Shares to the Participastestate not more than ninety (90) days followiig dr her death. It is the intent of this Aw
Agreement to comply with the requirements of Sectl09A so that none of the PSUs provided underAhiard Agreemet
or Shares issuable thereunder will be subjectaatditional tax imposed under Section 409A, andaanbiguities herein w
be interpreted to so comply. For purposes of thiaal Agreement, “Section 409Afeans Section 409A of the Code, and
proposed, temporary or final Treasury Regulationd énternal Revenue Service guidance thereundegaab may k
amended from time to time.

5. _Dividend Equivalents Participant shall be entitled to receive the ealeint value (in cash or Shares) of
dividends paid on each Share for each Earned PSWueh term is defined in Exhibit B) (a “Dividendjivalent”). Any
Dividend Equivalent that becomes payable shalldid pt the same time that the underlying PSU id parsuant to Section

6. _Forfeiture upon Termination of Status aseavi8e Provider. Except as otherwise provided in the Plan or
Award Agreement, the balance of the PSUs that mtevested as of the time of Participantermination as a Serv
Provider, for any or no reason and Participantght to acquire any Shares hereunder, will imatety terminate upc
Participants termination as a Service Provider. For purposeébeo PSUs, Participant's status as a Service éeowvill be
considered terminated as of the date Participanbisonger actively providing services to the Compar any Parent
Subsidiary (regardless of the reason for such teatiin and whether or not later to be found invalidin breach
employment laws in the jurisdiction where Participas employed or rendering services or the terrhdParticipants
employment or service agreement, if any), and €lpant’s right to vest in the PSUs under the Plan, if avilf terminate as ¢
such date and will not be extended by any noticegde.g., Participant's period of service woutd mclude any contractt
notice period or any period of “garden leaws”similar period mandated under employment lawthejurisdiction whet
Participant is employed or rendering services er tdrms of Participarg’ employment or service agreement, if any)
Administrator shall have the exclusive discretiondetermine when Participant is no longer actialgviding services ft
purposes of the PSU grant (including whether Rpgitt may still be considered to be a Service Ri@vivhile on a leave
absence).

7. Death of ParticipantAny distribution or delivery to be made to Papant under this Award Agreement will
Participant was a U.S. resident and is then dededmse made to Participast'designated beneficiary, or if no benefic
survives Participant, the administrator or execofdParticipants estate. Any distribution or delivery to be maal®articipar
under this Award Agreement will, if Participant wast a U.S. resident and is then deceased, be tnadde
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administrator or executor of Participagstate. Any such transferee must furnish the @ompvith (a) written notice of
or her status as transferee, and (b) evidencdasztsy to the Company to establish the validitytted transfer and compliar
with any laws or regulations pertaining to saichgfer.

8. _Withholding of Taxes Participant acknowledges that, regardless of aetion taken by the Company or
different, the Parent or Subsidiary retaining optaying Participant (the “Employerthe ultimate liability for all income ta
social insurance, payroll tax, fringe benefits t@ayment on account or other tax-related itemstedldao Participant
participation in the Plan and legally applicabld@articipant (“Tax-Related Items”), is and remaf@sticipants responsibilit
and may exceed the amount actually withheld byGbenpany or the Employer. Participant further ackieolges that tf
Company and/or the Employer (1) make no representabr undertakings regarding the treatment of BaryRelated Item
in connection with any aspect of the PSUs, inclgdiout not limited to, the grant, vesting or setiat of the PSUSs, t
subsequent sale of Shares acquired pursuant tosstibdéiment and the receipt of any dividends orddivd equivalents; al
(2) do not commit to and are under no obligatiorstimicture the terms of the grant or any aspeth®fPSUs to reduce
eliminate Participant’s liability for TaRelated Items or achieve any particular tax regultther, if Participant is subject
Tax-Related Items in more than one jurisdiction, Pgréiot acknowledges that the Company and/or the &wepl(or forme
employer, as applicable) may be required to wittitoslaccount for Tax-Related Items in more thanjarisdiction.

Prior to any relevant taxable or tax withholdinget; as applicable, Participant agrees to makeuade@rrangemer
satisfactory to the Company and/or the Employesaiisfy all Tax-Related Itemslotwithstanding any contrary provision
this Award Agreement, no certificate representing the Shar#lsbe issued to Participant, unless and until sfattory
arrangements (as determined by the Administratdf)have been made by Participant with respecth® payment of Tax-
Related Items which the Company determines musiitbéeld with respect to such Shares.

The Administrator, in its sole discretion and pasiuto such procedures as it may specify from timéme, ma
satisfy any Tax-Related Items, in whole or in garithout limitation) by (a) withholding from Partwant’'s wages or oth
cash compensation payable to Participant by thegaosnand/or any Parent or Subsidiary, (b) withhaitterwise deliverab
Shares, or (c) selling a sufficient number of s&ares otherwise deliverable to Participant throsgbh means as 1
Company may determine in its sole discretion (wlethrough a broker or otherwis®epending on the withholding meth
the Company may withhold or account for TR&lated Items by considering applicable minimuntustety withholding rate
or other applicable withholding rates, includingximaum applicable rates, in which case Participaititneceive a refund «
any over-withheld amount in cash and will have ntitement to the Share equivalent.

To the extent determined appropriate by the Compauitg discretion, it will have the right (but ntite obligation) t
satisfy any TaxRelated Items by reducing the number of Sharesrwibe deliverable to Participant. In this case, tam
purposes, Participant will be deemed to have besred the full number of Shares subject to theedeREUs, notwithstandi
that a number of the Shares are held back soleljh&purpose of paying the Tax-Related Items.
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If Participant is a Section 16 officer of the Compaunder the Exchange Adhen the Company will withhold
Shares upon the relevant taxable or tax withholéwent, as applicable, unless the Company detesntiira such withholdir
method is problematic under Applicable Laws. Irsttése, Participant may elect the form of withhddrom the alternativi
above.

Finally, Participant agrees to pay to the Companghe Employer any amount of Té&elated Items that the Comp:
or the Employer may be required to withhold or actdor as a result of Participastparticipation in the Plan that canno
satisfied by the means previously described. Iti€lpant fails to make satisfactory arrangementstfie payment of ar
required TaxRelated Items obligations hereunder at the timeagplicable PSUs otherwise are scheduled to vesupant t
Sections 3 or 4, Participant will permanently farsach PSUs and any right to receive Shares thelexuand the PSUs will
returned to the Company at no cost to the Company.

9. Rights as StockholdeNeither Participant nor any person claiming urmfethrough Participant will have any
the rights or privileges of a stockholder of then@pany in respect of any Shares deliverable heregundiess and un
certificates representing such Shares will haven hesued, recorded on the records of the Comparitg dransfer agents
registrars, and delivered to Participant. Aftertsigsuance, recordation and delivery, Participaifithave all the rights of
stockholder of the Company with respect to votinghsShares and receipt of dividends and distribstan such Shares.

10. _No Guarantee of Continued ServicARTICIPANT ACKNOWLEDGES AND AGREES THAT TH
VESTING OF THE PSUs PURSUANT TO THE VESTING CONDOMS HEREOF IS EARNED ONLY B
CONTINUING AS AN ACTIVE SERVICE PROVIDER, AND NOT IROUGH THE ACT OF BEING HIRED, BEIN
GRANTED THIS AWARD OF PSUs OR ACQUIRING SHARES HEHBDER. PARTICIPANT FURTHEI
ACKNOWLEDGES AND AGREES THAT THIS AWARD AGREEMENTTHE TRANSACTIONS CONTEMPLATEI
HEREUNDER AND THE VESTING CONDITIONS SET FORTH HERE DO NOT CONSTITUTE AN EXPRESS C
IMPLIED PROMISE OF CONTINUED ENGAGEMENT AS A SERVE PROVIDER FOR THE PERFORMANC
PERIOD, FOR ANY PERIOD, OR AT ALL, AND WILL NOT INERFERE IN ANY WAY WITH PARTICIPANT'S
RIGHT OR THE RIGHT OF THE COMPANY (OR THE EMPLOYER)O TERMINATE PARTICIPANTS
RELATIONSHIP AS A SERVICE PROVIDER AT ANY TIME, WIH OR WITHOUT CAUSE.

11. _Change in Control

(@ Inthe event of a Change in Control durimg tirst calendar quarter of the Performance Petloal PSUs shall |
converted into time-vested Restricted Stock Uniite (‘TimeBased RSUs") for the Target Number of PSUs and w
accordance with the vesting provisions set forttheaNotice of Grant and subject to Section 3 of Award Agreement.

(b) In the event of a Change in Control aftee #nd of the first calendar quarter but before ¢he of th
Performance Period, the Earned PSUs shall be deebased on the attainment of the Performancés@sadetermined f
purposes of the most recent quarterly accounticguat for the PSUs. Immediately prior to the clgsdate of the Change
Control,

45




6623174-vO9\GESDMS

such Earned PSUs shall be converted into TBased RSUs and vest in accordance with the veptimgsions set forth in tt
Notice of Grant

(c) Any TimeBased RSUs shall be subject to the terms of the, Pfes Award Agreement (except for the te
pertaining to the attainment of Performance Gaatg) to any Change in Control agreement enteredbietween Participal
the Company or any Parent or Subsidiary. Any refege to PSUs in this Award Agreement shall be wtded to refer to tf
Time-Based RSUs.

12. _Nature of Grantln accepting the Award, Participant acknowledgeslerstands and agrees that:

a. the grant of the PSUs is voluntary and occasiondldbes not create any contractual or other rigineéceivi
future grants of PSUs, or benefits in lieu of PS&&n if PSUs have been granted in the past;

b. all decisions with respect to future PSUs oebptirants, if any, will be at the sole discretidrihe Company;

C. Participant is voluntarily participating in tRéan;

d. the PSUs and the Shares subject to the PSUs, anddbme and value of same, are not intended taae

any pension rights or compensation;

e. the PSUs and the Shares subject to the PSUs, anddbme and value of same, are not part of noor
expected compensation for purposes of calculatimg severance, resignation, termination, redundadigmissal, end-of-
service payments, bonuses, long-service awardsjqrear retirement or welfare benefits or similayments;

f. the future value of the underlying Shares isnown, indeterminable and cannot be predicted wattainty;

g. unless otherwise agreed with the Company, the R8dshe Shares subject to the PSUs, and the inaac
value of same, are not granted as consideratigrofdn connection with, the service Participantynpeovide as a director
any Parent or Subsidiary of the Company.

h. no claim or entitlement to compensation or damaged arise from forfeiture of the PSUs resultingnfi the
termination of Participant's status as a ServiaviBer (for any reason whatsoever whether or rner lipund to be invalid «
in breach of employment laws in the jurisdiction esh Participant is employed or rendering serviceghe terms
Participants employment or service agreement, if any), ancbimsideration of the grant of the PSUs to whichti€igant is
otherwise not entitled, Participant irrevocably esg never to institute any claim against the Company Parent ¢
Subsidiary or the Employer, waives his or her ghiif any, to bring any such claim, and releases@ompanyany Parent (
Subsidiaryand the Employer from any such claim; if, notwithmting the foregoing, any such claim is allowedabgourt o
competent jurisdiction, then, by participating le tPlan, Participant shall be deemed irrevocabhatee
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agreed not to pursue such claim and agrees to #xaoy and all documents necessary to requestsiiahor withdrawal (
such claim; and

I unless otherwise provided in the Plan or by the @amy in its discretion, the PSUs and the ber
evidenced by this Award Agreement do not create entitlement to have the PSUs or any such bengétsferred to,
assumed by, another company nor be exchanged,dcash®r substituted for, in connection with anypmyate transactic
affecting the Shares; and

J- the following provisions apply only if Participais providing services outside the United States:

(i) the PSUs and the Shares subject to the R&Jrot part of normal or expected compensatisatary fo
any purpose; and

(i) Participant acknowledges and agrees thdheethe Company, the Employer nor any Parentutnstliar
shall be liable for any foreign exchange rate fiation between Participastlocal currency and the United States Dollar
may affect the value of the PSUs or of any amodugsto Participant pursuant to the settlement®fR8Us or the subsequ
sale of any Shares acquired upon settlement.

13. _No Advice Regarding GrantThe Company is not providing any tax, legal araficial advice, nor is t
Company making any recommendations regarding Haatits participation in the Plan, or Participanéicquisition or sale
the underlying Shares. Participant is hereby adviseconsult with his or her own personal tax, lega financial adviso
regarding his or her participation in the Plan befaking any action related to the Plan.

14. Data Privacy. Participant hereby explicitly and unambiguously ceents to the collection, use and trans!
in electronic or other form, of Participant personal data as described in this Award Agreetremd any other PSU gral
materials by and among, as applicable, the Emplgytbe Company and any Parent or Subsidiary for teeclusive purpos
of implementing, administering and managing Partgant’s participation in the Plan.

Participant understands that the Company and the BEloyer may hold certain personal information abc
Participant, including, but not limited to, Partigants name, home address and telephone number, datbirfi, socia
insurance number or other identification number, Eay, nationality, job title, any shares of stock directorships held i
the Company, details of all PSUs or any other eletihent to shares of stock awarded, canceled, exed; vested, unvesi
or outstanding in Participant’s favor (“Data”).for the exclusive purpose of implementing, admimshg and managing th
Plan.

Participant understands that Data will be transfexd to Charles Schwab & Co., Inc., or such other atoplan
service provider as may be selected by the Comprartiye future, which is assisting the Company withe implementatior
administration and management of the Plan. Partieipt understands that the recipients of the Data miag located in th
United States or elsewhere, and that the recipiéntauntry (e.g., the United States) may have di#fat data privacy
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laws and protections than Participarg’country. Participant understands that if he or shiesides outside the United Sta
he or she may request a list with the names andraddes of any potential recipients of the Data lmntacting his or he
local human resources representative. Participanitlaorizes the Company, its broker and any other gibfe recipient
which may assist the Company (presently or in theufe) with implementing, administering and managinthe Plan t
receive, possess, use, retain and transfer the Dataelectronic or other form, for the sole purposef implementing
administering and managing his or her participatiom the Plan. Participant understands that Data Wwibe held only a
long as is necessary to implement, administer anadnage Participants participation in the Plan. Participant understas
if he or she resides outside the United Statesoheshe may, at any time, view Data, request addiébinformation abou
the storage and processing of Data, require any eesary amendments to Data or refuse or withdraw toasents hereir
in any case without cost, by contacting in writifgs or her local human resources representative. rkher, Participani
understands that he or she is providing the conseherein on a purely voluntary basis. If Participaoes not consent,
if Participant later seeks to revoke his or her gent, his or her employment status or service aadeer with the Employe
will not be adversely affected; the only consequertf refusing or withdrawing Participans consent is that the Compa
would not be able to grant Participant PSUs or othéwards or administer or maintain such Awards. Ttefore,
Participant understands that refusing or withdrawgnhis or her consent may affect Participé' s ability to participate in th
Plan. For more information on the consequences chcipant's refusal to consent or withdrawal of consent, Raipant
understands that he or she may contact his or heedl human resources representative.

15. _Address for NoticesAny notice to be given to the Company under #rens of this Award Agreement will
addressed to the Company, in care of Stock Adnnatish at Fortinet, Inc., at 899 Kifer Road, Sunalgy CA 94086, or
such other address as the Company may hereafigndesin writing.

16. _Grant is Not TransferableExcept to the limited extent provided in Sectigrthis grant and the rights ¢
privileges conferred hereby will not be transferrassigned, pledged or hypothecated in any waytfvendy operation of la
or otherwise) and will not be subject to sale unebeecution, attachment or similar process. Upon atgmpt to transfe
assign, pledge, hypothecate or otherwise disposthisfgrant, or any right or privilege conferredrdi®y, or upon ar
attempted sale under any execution, attachmeninolas process, this grant and the rights and [@ges conferred here
immediately will become null and void.

17. _Binding AgreementSubiject to the limitation on the transferabildf/this grant contained herein, this Aw
Agreement will be binding upon and inure to thedddérof the heirs, legatees, legal representatisescessors and assign
the parties hereto.

18. _Additional Conditions to Issuance of Stod¢kat any time the Company will determine, indiiscretion, that tr
listing, registration or qualification of the Sharepon any securities exchange or under any Uag st federal or forei
law, or the consent or approval of any governmeneigiilatory authority is necessary or desirabla esndition to the issuar
of Shares to Participant (or his or her estatecoekiciary, if applicable), such issuance will notur
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unless and until such listing, registration, quedifion, consent or approval will have been efféabe obtained free of a
conditions not acceptable to the Company. Wher&tmapany determines that the delivery of the payroéany Shares w
violate U.S. federal securities laws or other Agglile Laws, the Company will defer delivery untiétearliest date at whi
the Company reasonably anticipates that the dglekBhares will no longer cause such violation.

19. _Plan GovernsThis Award Agreement is subject to all terms aravisions of the Plan. In the event of a con
between one or more provisions of this Award Agreetrand one or more provisions of the Plan, theigians of the Pla
will govern. Capitalized terms used and not defimetthis Award Agreement will have the meaningfseth in the Plan.

20. _Administrator Authority The Administrator will have the power to interptize Plan and this Award Agreem
and to adopt such rules for the administratiorerpretation and application of the Plan as are istard therewith and
interpret or revoke any such rules (including, bat limited to, the determination of whether or aoy PSUs have veste
All actions taken and all interpretations and deiaations made by the Administrator in good faitil tve final and bindin
upon Participant, the Company and all other intetepersons. No member of the Administrator willgeesonally liable fc
any action, determination or interpretation madgand faith with respect to the Plan or this AwAgieement.

21. _Electronic Delivery The Company may, in its sole discretion, decaddliver any documents related to P
awarded under the Plan or future PSUs that maywseded under the Plan by electronic means or rédeagicipants
consent to participate in the Plan by electroni@amse Participant hereby consents to receive suchndents by electror
delivery and agrees to participate in the Planufhoany online or electronic system established and mainthimg the
Company or a third party designated by the Company.

22. _Captions Captions provided herein are for convenience anly are not to serve as a basis for interpretati
construction of this Award Agreement.

23. _Agreement Severableln the event that any provision in this Awafdjreement will be held invalid
unenforceable, such provision will be severablenfrand such invalidity or unenforceability will noé construed to have ¢
effect on, the remaining provisions of this Awargréement.

24. _Maodifications to the AgreemeniThis AwardAgreement constitutes the entire understandindnefparties
the subjects covered. Participant expressly wasrtrat he or she is not accepting this AwAgiteement in reliance on a
promises, representations, or inducements other tth@se contained herein. Modifications to this AdvAgreement or tt
Plan can be made only in an express written doctimatuted by a duly authorized officer of the Camp Notwithstandin
anything to the contrary in the Plan or this AwAgreement, the Company reserves the right to rahiseAward Agreeme
as it deems necessary or advisable, in its soteadien and without the consent of Participantdmply with Section 409A
to otherwise avoid imposition of any additional @xincome recognition under Section 409A in comieacto this Award ¢
PSUs, but the Company shall not be under any diigdo make any such revision. Furthermore, nathim this Awar
Agreement or the Plan shall provide a basis for@argon to take action
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against the Company or any Parent or Subsidiargchas matters covered by Section 409A, includimgtéx treatment of au
PSU settled or amount paid or PSUs granted underAtward Agreement, and neither the Company nor Bagent c
Subsidiary shall under any circumstances have iabjlity to Participant or his or her estate or aier party for any taxe
penalties or interest due on amounts paid or payahder this Award Agreement, including taxes, fi@saor interes
imposed under Section 409A.

25. _Amendment, Suspension or Termination ofRlen. By accepting this Award, Participant expresslyrnamats
that he or she has received an Award of PSUs uhddplan, and has received, read and understoedcaigtion of the Pla
Participant understands that the Plan are disc@toin nature and may be amended, suspended ransted by th
Company at any time.

26. _Governing Law and VenueThis Award Agreement will be governed by the lasishe State of Californi
without giving effect to the conflict of law primuies thereof. For purposes of litigating any disptitat arises under tl
Award of Restricted Stock or this Award Agreemehné parties hereby submit to and consent to thedjation of the State
California, and agree that such litigation will be conductedhia courts of Santa Clara County, Califorpier the feder:
courts for the United States for the Northern Desof California, and no other courts, where thisard of Restricted Stock
made and/or to be performed.

27. _Lanqguagelf Participant has received this Award Agreenanany other document related to the Plan trard
into a language other than English and if the meaof the translated version is different thanEmglish version, the Engli
version will control.

28. _Addendum Notwithstanding any provisions in the Award Agremt, the PSU grant shall be subject to
special terms and conditions set forth in the Adidem, attached as Exhibit C, for Participantountry. Moreover,
Participant relocates to one of the countries ihetliin the Addendum, the special terms and comditfor such country w
apply to Participant, to the extent the Companymheines that the application of such terms and itiond is necessary
advisable for legal or administrative reasons. Aldendum constitutes part of the Award Agreement.

29. Imposition of Other RequiremenisThe Company reserves the right to impose othquirements o
Participants participation in the Plan, on the PSU and on @hgres acquired under the Plan, to the extent dmp@n:
determines it is necessary or advisable for legadministrative reasons, and to require Partidiparsign any addition
agreements or undertakings that may be necessacgctmnplish the foregoing.

30. _nsider Trading / Market Abuse RestrictiorBarticipant may be subject to insider tradingriegons and/c
market abuse laws, which may affect Participaribititg to acquire or sell Shares or rights to Slsafe.g., the PSUs) und
the Plan during such times as Participant is cemsitito have “inside informatiomégarding the Company (as defined by
laws in Participans country). Any restrictions under these laws ayutations are separate from and in addition to
restrictions that may be imposed under any apdkc@bmpany insider trading
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policy. Participant is responsible for ensuringtiegrant’s compliance with any applicable restrictions anddvised to spe
with his or her personal legal advisor on this eratt

31. _Waiver. Participant acknowledges that a waiver by the @amg of breach of any provision of this Aw
Agreement shall not operate or be construed as\emaf any other provision of this Award Agreememt of any subseque

breach by Participant or any other Participant.
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EXHIBIT B

PERFORMANCE GOAL MATRIX
PERFORMANCE STOCK UNIT AWARD AGREEMENT

1. Performance Periods

[INSERT]

2. Performance Goal/Calculation of Earned PSUs

[TBD]
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EXHIBIT C

ADDENDUM TO
PERFORMANCE STOCK UNIT AWARD AGREEMENT

Capitalized terms used but not defined herein dielle the meanings set forth in the Plan, the MaticGrant and/or tt
Terms and Conditions of PSU Grant.

Terms and Conditions

This Addendum includes additional terms and cooddithat govern the PSUs granted to Participanemutite Plan

Participant resides and/or works in one of the t@eslisted below. This Addendum forms part of fheard Agreement.

Participant is a citizen or resident of a counttlyeo than the one in which Participant is curremtlyrking, is considered
resident of another country for local law purposesransfers employment and/or residency betweentdes after the Da
of Grant, the Company shall, in its sole discretaetermine to what extent the additional terms@nditions included here
will apply to Participant under these circumstances

Notifications

This Addendum also includes notices regarding exgbacontrols and certain other issues of whichié¢¥gaint should b
aware with respect to Participanparticipation in the Plan. The information is ds®n the securities, exchange control
other laws in effect in Participast’country as of January 2015. Such laws are oftemptex and change frequently. A
result, the Company strongly recommends that Raatic¢ not rely on the information noted herein las only source «
information relating to the consequences of Paaici's participation in the Plan because the informatiay be out of date
the time Participant vests in the PSUs or sells&hacquired under the Plan.

In addition, the information contained herein isgel in nature and may not apply to Participapérticular situation, and t
Company is not in a position to assure Participafnany particular result. Accordingly, Participaist advised to set
appropriate professional advice as to how the aglelaws in Participant’s country may apply to Rgvant’s situation.

Finally, if Participant is a citizen or resident afcountry other than the one in which Participanturrently working, i
considered a resident of another country for |é&@al purposes or transfers employment and/or resideetween countri
after the Date of Grant, the information contaihedein may not be applicable in the same mann@atbcipant.
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ARGENTINA
Notifications

Securities Law Information. Neither the PSUs nor the underlying Shares areigylaffered or listed on any stock excha
in Argentina. The offer is private and not subjecthe supervision of any Argentine governmentdharity.

Exchange Control Information. In the event that Participant transfers proceea fthe sale of Shares or the receipt of
dividends or Dividend Equivalents paid on such 8kanto Argentina within 10 days of receigtd. , the proceeds have |
been held in the offshore bank or brokerage acciourdt least 10 days prior to transfer), Partinipaust deposit 30% of t
proceeds into a non-interest bearing account ineAtiga for 365 days. If Participant has satisfied @L0day holding
obligation, the Argentine bank handling the tratisacmay request certain documentation in connactwth Participant
request to transfer proceeds into Argentina, inolgiedvidence of the sale or dividend payment amifpthat no funds we
remitted out of Argentina to acquire the Sharegh#f bank determines that the d@y rule or any other rule or regulat
promulgated by the Argentine Central Bank has eenbsatisfied, it will require that 30% of the preds be placed in a non-
interest bearing dollar denominated mandatory depesount for a holding period of 365 days. Pleaste that exchan
control regulations in Argentina are subject togérent change. Participant should consult with Bigent’s personal leg
advisor regarding any exchange control obligatiBagicipant may have in connection with Participamarticipation in th
Plan.

Foreign Asset/Account Reporting Information. If Participant holds Shares as of December 31 gfyaar, Participant
required to report the holding of the Shares orohiser personal tax return for the relevant year.

AUSTRALIA
Notifications

Australian Offer Document . The offer of PSUs is intended to comply with firevisions of the Corporations Act 20
ASIC Regulatory Guide 49 and ASIC Class Order CQ1Qd0. Additional details are set forth in the @ffitocument for th
offer of Stock Units to Australian resident emplegewhich will be provided to Participant with thesard Agreement.

Securities Law Information. If Participant acquires Shares under the Plan articihant offers such Shares for sale
person or entity resident in Australia, the offeaynbe subject to disclosure requirements underraliest law. Participal
should obtain legal advice as to Participant’sidsare obligations prior to making any such offer.

Exchange Control Information . Exchange control reporting is required for casingactions exceeding A$10,000
international fund transfers. The Australian basgisting with the transaction will file the repdftthere is no Australian ba
involved in the transfer, then Participant will tegjuired to file the report.
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AUSTRIA
Notifications

Exchange Control Information. If Participant holds Shares acquired under the Blatside of Austria, Participant m
submit a report to the Austrian National Bank. Aemption applies if the value of the Shares asngfg@iven quarter is le
than €30,000,000 or as of December 31 is less€64100,000. If the former threshold is exceededstgus obligations ar
imposed, whereas if the latter threshold is excgedenual reports must be given. The annual regpdate is December
and the deadline for filing the annual report isulay 31 of the following year.

When Participant sells Shares acquired under the &l receives a dividend or Dividend Equivalerggmpent, there may
exchange control obligations if the cash proceedsald outside of Austria. If the transaction vo&iof all accounts abro
exceeds €3,000,000, the movements and balancdsactaunts must be reported monthly, as oflést day of the month, «

or before the fifteenth day of the following montbn the prescribed form Keldungen Sl-Forderungen und/oder Sli-
Verpflichtungen.

BELGIUM
Notifications

Foreign Asset/Account Reporting Information. Participant is required to report any security ank account opened ¢
maintained outside Belgium on Participant’s antiarlreturn.

BRAZIL
Terms and Conditions

Compliance with Law. By accepting the PSUs, Participant acknowledgeshiser agreement to comply with applice
Brazilian laws and to pay any and all applicabletaassociated with the vesting of the PSUs, amddle of Shares acqui
under the Plan and the receipt of any dividend3iwidend Equivalents.

Notifications

Exchange Control Information. If Participant is resident or domiciled in BraziRarticipant will be required to subi
annually a declaration of assets and rights hetdiadel of Brazil to the Central Bank of Brazil ifettaggregate value of st
assets and rights is equal to or greater than UB820. Assets and rights that must be reportedidecBhares acquired un
the Plan.

CAMBODIA

There are no country-specific provisions.
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CANADA
Terms and Conditions

PSUs Payable Only in SharesNotwithstanding any discretion in the Plan or amghto the contrary in the Awa
Agreement, the grant of PSUs does not provide myhy for Participant to receive a cash payment, tiedPSUs are payal
in Shares only.

Termination of Service. The following provision replaces Section 6 of theard Agreement:

Except as otherwise provided in the Plan or the iwigreement, the balance of the PSUs that haveesied as of the tir
of Participants termination as a Service Provider (for any oreason and whether or not later found to be inwalith breac
of Canadian laws or the terms of the Participast'gloyment or service agreement, if any), and &pant’s right to acquir
any Shares hereunder, will immediately terminatenuParticipans termination as a Service Provider. For purpo$dke
preceding sentence, the Participamtght to vest in the PSUs will terminate effeetas of the date that is the earlier of (1
date Participant status as a Service Provider is terminated,h@)date Participant receives notice of terminatibservice
from the Employer, or (3) the date the Particigamto longer actively providing service. The rightvest in the PSUs will n
be extended by any notice period (e.g., activeisemwould not include any contractual notice perodny period of gardel
leave” or similar period mandated under Canadiars lar the terms of the Participam&mployment or service agreemer
any); the Administrator shall have the exclusivecdetion to determine when the Participant is més actively providin
service for purposes of the PSU grant (includingtivr Participant may still be considered to beiSe Provider while ¢
a leave of absence).

The following provisions will apply if Participant is a resident of Quebec

Language ConsentThe parties acknowledge that it is their expreshuhat this Award Agreement, as well as all doaus’
notices and legal proceedings entered into, givenstituted pursuant hereto or relating directtyralirectly hereto, be drav
up in English.

Les parties reconnaissent avoir expressement sttuhae la conventiorfAward Agreement”],ainsi que tous les documel
avis et procédures judiciaries, éxecutés, donnémtmantés en vertu de, ou lié, directement ou eatEment a la présel
convention, soient rédigés en langue anglaise.

Data Privacy Notice and ConsentThis provision supplements Section 14 of the Awagdeement:

Participant hereby authorizes the Company and tbmpanys representatives to discuss with and obtain advas
information from all personnel, professional or,riotvolved in the administration and operationtwd Plan. Participant furtr
authorizes the Company and any Parent or Subsidizdythe administrator of the Plan to disclose @disduss the Plan wi
their advisors. Participant further authorizes@wenpany and any Parent or Subsidiary to record sdolmation and to kee
such information in Participant’s file.
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Notifications

Securities Law Information. Participant is permitted to sell Shares acquiredeurthe Plan through the designated br
appointed under the Plan, if any, provided theleesShares acquired under the Plan takes platstdeuwf Canada throu
the facilities of a stock exchange on which ther8&are listed. The Shares are currently listethedNASDAQ.

Foreign Asset/Account Reporting Information.Participant is required to report any foreign assetcluding Shares) with
value exceeding C$100,000 on Form T1135 (Foreigaorire Verification Statement). It is not certaimn¥ested RSUs will k
considered as reportable foreign assets. The repdtte at the same time as Participant’s annvaletairn. It is Participant
responsibility to comply with applicable reportiogligations.

CHILE
Notifications

Securities Law Information. Neither the Company, the PSUs nor the Shares isgoead vesting of the PSUs are regist:
with the Chilean Registry of Securities or undex tlontrol of the Chilean Superintendence of Saesrit

Exchange Control and Tax Information. Participant is not required to repatriate procesutained from the sale of Share
from dividends or Dividend Equivalents to Chilewever, if Participant decides to repatriate prosdeoim the sale of Shai
and/or dividends or Dividend Equivalents and theoamt of the proceeds to be repatriated exceeds Q&®Q, Participal
acknowledges that he or she must effect such rapatr through the Formal Exchange Market (i.ecommmercial bank «
registered foreign exchange office).

Further, if the value of Participastaggregate investments held outside of Chile ektk$5,000,000 (including the value
Shares acquired under the Plan), Participant neggirt the status of such investments annually ¢éoGkntral Bank usir
Annex 3.1 of Chapter XlI of the Foreign Exchang@ations.

Foreign Asset/Account Reporting Information. If Participant holds Shares acquired under the Blaside of Chile, he
she must inform the Chilean Internal Revenue Sertice “CIRS”)of the details of his or her investment in the 8kdn)
Filing Tax Form 1851 “Annual Sworn Statement Regagdinvestments Held AbroadFurther, if Participant wishes
receive credit against ParticipatChilean income taxes for any taxes paid abroadjcipant must report the paymen
taxes abroad to the CIRS by filing Tax Form 185&fial Sworn Statement Regarding Credits for Taxad Rbroad”
These statements must be submitted electronidathygh the CIRS website before March 15 of each: yeaw.sii.cl.
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CHINA
Terms and Conditions

The following provisions will apply to Participants who are subject to PRC exchange control restrictios, as determine
by the Company in its sole discretion

Immediate Sale Restriction.Notwithstanding anything to the contrary in therP@ Award Agreement, due to excha
control laws in China, Participant agrees that Shgres acquired at vesting of the PSUs may be iateddsold at vestir
or, at the Company’s discretion, at a later timecl(iding when Participard’ status as a Service Provider terminates
however, the sale of the Shares is not permissibtier the Compang’insider trading policy, or if any requisite exobe
control approval for the Plan in China has not bektained, the Company retains the discretion sigmme the issuance
the Shares subject to Participantested PSUs until such time that the sale isnggaimissible and to then immediately
the Shares subject to the PSUs. Participant fudfeges that the Company is authorized to insttsialesignated broker
assist with the mandatory sale of the Shares (oticRant’'s behalf pursuant to this authorization), and Bigdnt express
authorizes such broker to complete the sale of Sinares. Participant acknowledges that the Compatesignated broker
under no obligation to arrange for the sale of $irares at any particular price. Upon the sale efShares, the Compe
agrees to pay the cash proceeds from the saleatgsdrokerage fees or commissions, to Participargccordance wi
applicable exchange control laws and regulatiomspaavided any liability for TaXRelated Items resulting from the vestin
the PSUs has been satisfied. Due to fluctuatiomiserShare price and/or the US dollar exchangebetigeen the vesting di
and (if later) the date on which the Shares aré, $bke sale proceeds may be more or less than dnleetrvalue of the Shai
on the vesting date (which is the amount relevamtetermining Participarg’tax liability). Participant understands and as
that the Company is not responsible for the amadrdany loss Participant may incur and that the Camypassumes |
liability for any fluctuations in the Share priceddor US dollar exchange rate.

Exchange Control Information. Participant understands and agrees that, to felltompliance with exchange control |
in China, Participant may be required to immedjatelpatriate to China the cash proceeds from the alany Share
acquired at vesting of the PSUs and any dividerrdBieidend Equivalents received in relation to tBeares. Participa
further understands that, under local law, suclatregiion of the cash proceeds may need to betefigerd through a spec
exchange control account established by the Compaayny Parent or Subsidiary, and Participant heogimsents and agre
that the proceeds from the sale of Shares acquimddr the Plan and any dividends received in mat the Shares may
transferred to such special account prior to bdeliyered to Participant.

The proceeds may be paid to Participant in U.Sladolor local currency at the Compasydiscretion. In the event i
proceeds are paid to Participant in U.S. dollassti€lpant understands that Participant will beurszf to set up a U.S. dol
bank account in China and provide the bank accdetdils to the Employer and/or the Company sotti@aproceeds may
deposited into this account.
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Participant agrees to bear any currency fluctuatish between the time the Shares are sold or eindd or Dividen
Equivalents are paid and the time the proceeddisiébuted to Participant through any such spemiabunt.

Participant further agrees to comply with any otfeguirements that may be imposed by the Compatheifuture in order -
facilitate compliance with exchange control requiests in China.

COLOMBIA
Terms and Conditions
Labor Laws Acknowledgement.The following provision supplements Section 12ief Award Agreement:

Participants acknowledges that pursuant to Artid8 of the Colombian Labor Code, the PSUs anda@laenefits do n
constitute a component of “salary” for any purpose.

Notifications

Exchange Control Information. Investment and assets (such as Shares) held aistce registered with the Central B
( Banco de la Republicaif the value of Participard’ aggregate investments and assets abroad (ascember 31 of tt
relevant fiscal year) equals or exceeds US$500,b08ddition, when Participant sells or otherwisgpdses of any Shai
acquired under the Plan, if the investment wasstemgd with the Central Bank, Participant must eatite registration r
later than March 31 of the year following the y@awhich the Shares were sold. If Participant doatscancel the registrati
by the above-mentioned deadline, Participant vélshbject to a fine.

COSTA RICA
There are no country-specific provisions.
CZECH REPUBLIC
Notifications

Exchange Control Information. The Czech National Bank (“CNB"nay require Participant to fulfill certain notifitban
duties in relation to the opening and maintenari@foreign account. In addition, Participant magd to report the followir
even in the absence of a request from the CNBigordirect investments with a value of CZK 2,50@0& more in th
aggregate or other foreign financial assets withlae of CZK 200,000,000 or more.

Because exchange control regulations change fréguerd without notice, Participant should congit or her personal leg
advisor prior to the sale of Shares to ensure camg# with current regulations. It is Participantesponsibility to comp
with Czech exchange control laws, and neither tm@any nor any Parent or Subsidiary will be lidioleany resulting fine
or penalties.
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DOMINICAN REPUBLIC
There are no country-specific provisions.
EGYPT
Notifications

Exchange Control Information. If Participant transfers funds into Egypt in cont@t with the sale of Shares or the rec
of dividends or Dividend Equivalents, Participatequired to do so through a registered bank ypEg

FINLAND
There are no country-specific provisions.

FRANCE
Terms and Conditions

French Language Provision.By accepting the Award Agreement providing for teems and conditions of Participant’
grant, Participant confirms having read and understthe documents relating to this grant (the Riad the Awar
Agreement) which were provided in English langudpaticipant accepts the terms of those documestzrdingly.

En acceptant le Contrat Attribution décrivant les termes et conditions|tatribution, le participant confirme ainsi avoir
et compris les documents relatifs a cette attridnut{le Plan U.S. et le Contrat Afftribution) qui ont été communiqués
langue anglaise. Le participant accepte les tereresonnaissance de cause.

Notifications
Tax Information. The PSUs are not intended to be French tax-qualfigards.

Foreign Asset/Account Reporting Information. If Participant retains Shares acquired under tla Butside of France
maintains a foreign bank account, Participant igired to report such to the French tax authoritieen filing Participant
annual tax return. Failure to comply could triggigmificant penalties.

GERMANY
Notifications

Exchange Control Information. Cross-border payments in excess 42600 in connection with the sale of secur
(including Shares acquired under the Plan) or doeipt of any dividends must be reported monthlthto German Fede
Bank. The report must be made by the 5th day ofrtbeth following the month in which the payment weaseived and mu
be filed electronically.
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The form of report (“Allgemeine Meldeportal Statistif can be accessed via tBaindesbank’svebsite and is available
both German and English. Participant is responsdsleatisfying the reporting obligation.

In addition, in the unlikely event that Participdrtids Shares exceeding 10% of the total capitéh@fCompany, Participe
must report Participant’s holdings in the Companyao annual basis.

HONG KONG
Terms and Conditions

PSUs Payable Only in SharesNotwithstanding any discretion in the Plan or amghto the contrary in the Awa
Agreement, the grant of PSUs does not provide syt for Participant to receive a cash payment, tedPSUs are payal
in Shares only.

Securities Law Information. WARNING:The grant of PSUs under the terms of the Award &gent and the Plan and -
issuance of Shares at vesting of PSUs do not totest. public offering of securities, and they akailable only to Servic
Providers.

Please be aware that the contents of the Award éygeat, including this Addendum, and the Plan haidéaen reviewed |
any regulatory authority in Hong Kong. Participaistadvised to exercise caution in relation to tight to acquire Shares
vesting of the PSUs, or otherwise, under the PlafRarticipant is in any doubt about any of the temis of the Awal
Agreement, including this Addendum, or the Planti€igant should obtain independent professionaliad.

Sale of SharesShares received at vesting are accepted as a peimseastment. In the event that the PSUs vestSirades al
issued to Participant within six months of the Daft€&rant, Participant agrees that the Sharesnwillbe offered to the pub
or otherwise disposed of prior to the six-monthiearsary of the Date of Grant.

HUNGARY
There are no country-specific provisions.
INDIA
Notifications

Exchange Control Information. Participant must repatriate to India the proceedsfthe sale of Shares acquired at ve:
within 90 days and any dividends or Dividend Eqlewts received in relation to the Shares within 88§s after receif
Participant must obtain evidence of the repatnatibfunds in the form of a foreign inward remittancertificate (the “FIRQ"
from the bank where Participant deposited the fpraiurrency. Participant must retain the FIRC intiBi@ant’s records t
present to the Reserve Bank of India or Participdfmployer in the event that proof of repatriatismequested.
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Foreign Asset/Account Reporting Information. Participant is required to declare his or her fgnebank accounts and ¢
foreign financial assets (including Shares heldside India) in Participant's annual tax returnt i$ Participantg
responsibility to comply with this reporting obligan and Participant should consult his or her peas advisor in this regard.

INDONESIA
Notifications

Exchange Control Information. If Participant remits funds into Indonesiae(g ., proceeds from the sale of Shares)
Indonesian Bank through which the transaction islenaill submit a report of the transaction to thenB of Indonesia f
statistical reporting purposes. For transactiong $10,000 or more, a description of the transaatiist be included in t
report. Although the bank through which the tratisacis made is required to make the report, Ppei must complete
“Transfer Report Form."The Transfer Report Form should be provided to ié&pant by the bank through which -
transaction is to be made.

IRELAND
Notifications

Director Notification Obligation. If Participant is a director, shadow director ocre¢ary of an Irish Parent or Subsidi
Participant must notify the Irish Parent or Sulmigiin writing within five business days of receigi or disposing of ¢
interest in the Companye(g., PSUs, Shares, etc.), or within five businessa#dyecoming aware of the event giving ris
the notification requirement or within five days lwécoming a director or secretary if such an irsteegists at the time. Tt
notification requirement also applies with respecthe interests of a spouse or children undeateof 18 (whose intere
will be attributed to the director, shadow direaborsecretary).

ISLE OF MAN
There are no country-specific provisions.
ISRAEL
Terms and Conditions

Immediate Sale Restriction.Participant agrees that any Shares acquired angest the PSUs will be immediately solc
vesting. If, however, the sale of the Shares ispeomissible under the Compasyhsider trading policy, the Company ret:
the discretion to postpone the issuance of theeShaubject to Participastvested PSUs until such time that the sale isn
permissible and to then immediately sell the Shawdgect to the PSUs. Participant further agrees thhe Company
authorized to instruct its designated broker tasasgith the mandatory sale of the Shares (on &pant's behalf pursuant
this authorization), and Participant expressly arn#tes such broker to complete the sale of suchreShaParticipal
acknowledges that the Compasydesignated broker is under no obligation to geafor the sale of the Shares at
particular price. Upon the sale of the SharesCbenpany agrees to pay the cash proceeds from ldhdesss any
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brokerage fees or commissions, to Participant, igealv any liability for TaxRelated Items has been satisfied. Partic
understands and agrees that the Company is natngibte for the amount of any loss Participant rnregur and that tr
Company assumes no liability for any fluctuatiomshie Share price and/or US dollar exchange rate.

ITALY
Terms and Conditions
Data Privacy Notification. This notification replaces Section 14 of the AwAgteement:

Participant understands that Participa’s Employer, the Company and any Subsidiary or A#fie may hold certai
personal information about Participant, includingbut not limited to, Participar's name, home address and teleph
number, date of birth, social insurance or other @dtification number, salary, nationality, job titleany Shares c
directorships held in the Company or any Subsidiaoy Affiliate, details of all PSUs, or any other éitlement to Share
awarded, canceled, exercised, vested, unvestedistanding in Participant’s favor (“Data”)and will process such data f
the exclusive purpose of implementing, managing aadiministering the Plan and in compliance with apghble laws an
regulations.

Participant also understands that providing the Cpany with Data is mandatory for compliance with laiclaw anc
necessary for the performance of the Plan and tiRarticipant’s refusal to provide such Data would make it impitds for
the Company to perform its contractual obligatiorsnd may affect Participans ability to participate in the Plan. Tt
Controller of personal data processing is Fortindfjc., with registered offices at 899 Kifer Roaduiyvale, CA 9408t
U.S.A., and, pursuant to Legislative Decree no. 1883, its Representative in Italy for privacy puges is Fortinet Italy
S.r.L, with registered offices at Via del Casalel&wo, 119, 00143 Roma Italy

Participant understands that Data will not be pubized, but it may be accessible by the Employer @&sdnternal anc
external personnel in charge of processing of subhta and by the data processor (the “Processoifany. An updated lis
of Processors and other transferees of Data is #ale upon request from the Employer. Furthermor®ata may b
transferred to banks, other financial institutionr brokers involved in the management and admirasion of the Plan
Participant understands that Data may also be trésed to the independent registered public accadagtfirm engaged b
the Company. Participant further understands thate Company and/or any Subsidiary or Affiliate wittansfer Date
among themselves as necessary for the purpose pfdmenting, administering and managing Participastparticipatior
in the Plan, and that the Company and/or any Subany or Affiliate may each further transfer Data tdhird parties
assisting the Company in the implementation, adnsination, and management of the Plan, including amgquisite
transfer of Data to a broker or other third partyith whom Participant may elect to deposit any Sha@cquired at vestir
of the PSUs. Such recipients may receive, possass, retain, and transfer Data in electronic or ah form, for the
purposes of implementing, administering, and managiParticipan’'s participation in the Plan. Participant understas
that these recipients may be acting as ControlldPspcessors or persons in charge of processingttes case may be,
accordance with local law and may be located incutside
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the European Economic Area in countries such asthe United States that may not provide the samel@f protection a
intended under Italian data privacy laws. ShouldghCompany exercise its discretion in suspending radicessary leg
obligations connected with the management and adistiration of the Plan, it will delete Data as so@s it has complete
all the necessary legal obligations connected vilte management and administration of the Plan.

Participant understands that Data processing reldtwo the purposes specified above shall take placder automated ¢
non-automated conditions, anonymously when possiblattbomply with the purposes for which Data is caited and witl
confidentiality and security provisions, as set florby applicable laws and regulations, with specifeference to Legislati
Decree no. 196/200:

The processing activity, including communicationhe transfer of Data abroad, including outside of éhEuropeat
Economic Area, as herein specified and pursuantagplicable laws and regulations, does not requirarficipant’'s conser
thereto, as the processing is necessary to perfarceaof contractual obligations related to implemaitibn, administration
and management of the Plan. Participant understanithat, pursuant to Section 7 of the Legislative Dee no. 196/200:
Participant have the right to, including but notrhited to, access, delete, update, correct, or teate, for legitimate reaso
the Data processing. Participant should contact Beipant's Employer in this regard.

Furthermore, Participant is aware that Data will idoe used for directharketing purposes. In addition, Data provided ¢
be reviewed and questions or complaints can be added by contacting Participast’ local human resource
representative.

Terms of Grant. By accepting the PSUs, Participant acknowledgeas(ih@articipant has received a copy of the Plaohthe
Award Agreement, including this Addendum; (2) Rap@nt has reviewed those documents in their entiead fully
understands the contents thereof; and (3) Partitigecepts all provisions of the Plan and the Awagdeement, includir
this Addendum. Participant further acknowledges ®articipant has read and specifically and expyremsproves, withot
limitation, the following sections of the Award Aggment: Section 3 - “Vesting Conditions”; Sectior 6Forfeiture upo
Termination of Status as a Service Provider”; $&c8 — “Withholding of Taxes”; Section 10 N6 Guarantee of Continu
Service”; Section 12 — “Nature of Grant”; Sectich-1 “Data Privacy” as replaced by the above cons8ettion 26-
“Governing Law and Venue”; and Section 27 — “Langgi&

Notifications

Foreign Asset/Account Reporting Information. Italian residents who, during the fiscal year, holdestments abroad
foreign financial assetsd.g., cash, Shares, PSUs) which may generate incorableain Italy are required to report suct
their annual tax returns (UNICO Form, RW Schedue)on a special form if no tax return is due. Tlans reportin
obligations apply to Italian residents who, evethdy do not directly hold investments abroad oeifgn financial assetse(g
, cash, Shares, PSUs), are beneficial owners oht@stment pursuant to Italian money launderirayjsions.
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Tax on Foreign Financial AssetsA tax on the value of financial assets held outsifidaly by individuals resident in Its
will be due. The taxable amount will be the fairrke value of the financial assets (including Skpassessed at the en
each calendar year.

JAPAN
Notifications

Foreign Asset/Account Reporting Information. Participant will be required to report details ofyaassets (including a
Shares) held outside of Japan as of December 31 ye=ar, to the extent such assets have a totafairetnarket valu
exceeding %0,000,000. Such report will be due by March 1feffollowing year. Participant is advised to cdhauth his ol
her personal tax advisor as to whether the regpdbiigation applies to Participant and whethetiBiaant will be required 1
report details of any PSUs or Shares that Partitipalds.

KOREA
Notifications

Exchange Control Information. If Participant realizes US$500,000 or more from #Hae of Shares or the receipt
dividends or Dividend Equivalents in a single ti@stsn, Participant must repatriate the proceedsai@a within 18 montt
of the receipt.

Foreign Asset/Account Reporting Information. Participant will be required to report details ofyaassets (including a
Shares) held outside of Japan as of December 31 yg=ar, to the extent such assets have a totafairetnarket valu
exceeding %0,000,000. Such report will be due by March 1feffollowing year. Participant is advised to cdhauth his ol
her personal tax advisor as to whether the regpdbiigation applies to Participant and whethetiBiaant will be required 1
report details of any PSUs or Shares that Partitipalds.

MALAYSIA

Terms and Conditions

Participant hereby explicity and unambiguous Peserta dengan ini secara eksplisit dan tar
consents to the collection, use and transfer, ire@lonic orsebarang keraguan mengizinkan pengumpulan, penggan
other form, of Participants personal data as described in tdan pemindahan, dalam bentuk elektronik atau lalain,
Award Agreement and any other PSU grant materialg dnddata peribadi Peserta seperti yang dinyatakan da
among, as applicable, the Employer, the Company amy/Perjanjian Penganugerahan ini dan apapa bahan geral
Parent or Subsidiary for the exclusive purpose PSU yang lain oleh dan di antara, sebagaimana y:
implementing, administering and managing Participtisberkenaan, Majikan, Syarikat, dan manexana Syarika
participation in the Plan. Induk atau Anak Syarikat untuk tujuan ekslusif bay

pelaksanaan, pentadbiran dan pengurusan penyert
Peserta dalam Pelan tersebut.
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Participant understands that the Company and - Peserta memahami bahawa Syarikat dan Majik
Employer may hold certain personal information abtmungkin memegang maklumat peribadi tertentu tente
Participant, including, but not limited to, Partigiant’'s namePeserta, termasuk, tetapi tidak terhad kepada, naye
home address and telephone number, date of birtb¢ciglalamat rumah dan nombor telefon, tarikh lahir, nondp
insurance number or other identification number, kay,insurans sosial atau nombor pengenalan lain, g:
nationality, job title, any shares of stock or dotrships helkewarganegaraan, jawatan, apapa saham atau jawata
in the Company, details of all PSUs or any othertéiementpengarah yang dipegang dalam Syarikat, bulittir semue
to shares of stock awarded, canceled, exercisedsteddPSUs atau apapa hak lain untuk syer dalam saham ya
unvested or outstanding in Participant’s favor (“Da”), fordianugerahkan, dibatalkan, dilaksanakan, terletalak, tidak
the exclusive purpose of implementing, administagiranddiletak hak ataupun yang belum dijelaskan bagi fadt
managing the Plan. The Data is supplied by the Eoy#gPeserta (“Data”), untuk tujuan yang eksklusif bac
and also by Participant through information colleetl inmelaksanakan, mentadbir dan menguruskan Pelan. D
connection with the Award Agreement and the Plan. dibekalkan oleh Majikan dan juga oleh Peserta maia

maklumat yang dikumpul berkenaan dengan Perjan;ji
Penganugerahan dan Pelan.

Participant understands that Data will be transfed Peserta memahami bahawa Data akan dipinc
to Charles Schwab & Co., Inc., or such other stopkankepada Charles Schwab & Co., Inc., atau pembe
service provider as may be selected by the Companyeperkhidmatan pelan saham lain yang mungkin dipilibleh
future, which is assisting the Company with tSyarikat pada masa depan yang membantu Syarikatadz
implementation, administration and management ofktPlanmelaksanakan, mentadbir dan menguruskan Pelan tdrge
Participant understands that the recipients of tligata mayPeserta memahami bahawa peneripanerima Dat¢
be located in the United States or elsewhere, ahdt tthemungkin berada di Amerika Syarikat atau di tempadith,
recipients’ country (e.g., the United States) may hdan bahawa negara penerima (contohnya, Amer
different data privacy laws and protections than faipant’ sSyarikat) mungkin mempunyai undangndang privasi dat:
country. dan perlindungan yang berbeza daripada negara P s«

Peserta fahami bahawa sekiranya dia menetap di |
Amerika Syarikat, Peserta boleh meminta senarai reaan
alamat manamana penerima Data yang berpotensi den¢
menghubungi wakil sumber manusia tempatannya.
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Participant understands that if he or she resides Peserta memberi kuasa kepada Syarikat, broke
outside the United States, he or she may requefistawith dan manamana penerima lain yang mungkin membai
the names and addresses of any potential recipiarftdheSyarikat (pada masa kini atau masa depan) ur
Data by contacting his or her local human resource®laksanakan, mentadbir dan menguruskan Pelan ur
representative. Participant authorizes the Companits menerima, memiliki, menggunakan, mengekalkan «
broker and any other possible recipients which massist thememindahkan Data, dalam bentuk elektronik atau lalain,
Company (presently or in the future) with implemamng, dengan tujuan untuk melaksanakan, mentadbir c
administering and managing the Plan to receive, pessmenguruskan penyertaan Peserta dalam Pelan. Pe:
use, retain and transfer the Data, in electronic other form,fahami bahawa Data akan dipegang hanya untuk tem
for the sole purpose of implementing, administerirgndyang diperlukan untuk melaksanakan, mentadbir ¢
managing his or her participation in the Plan. Padipant menguruskan penyertaan Peserta dalam Pelan. Pe:
understands that Data will be held only as long asfahami bahawa sekiranya dia menetap di luar Amer
necessary to implement, administer and man&yarikat, dia boleh, pada bilkila masa, melihat Dat
Participant’'s participation in the Plan. Participanmeminta maklumat tambahan mengenai penyimpanan
understands if he or she resides outside the Unigtdtes, hgpemprosesan Data, meminta bahawa pindgaindaan yan
or she may, at any time, view Data, request addiibdiperlukan dilaksanakan ke atas Data atau menolakae
information about the storage and processing of Batenarik balik persetujuan dalam ini, dalam manaana kes
require any necessary amendments to Data or refusdanpa kos, dengan menghubungi secara bertulis w
withdraw the consents herein, in any case withouwist bysumber manusia tempatannya di [masukkan inform
contacting in writing his or her local human resogesmengenai entiti di Malaysia].
representative at [insert Malaysian entity informan].

Further, Participant understands that he or she Selanjutnya, Peserta memahami bahawa
providing the consents herein on a purely voluntabpgsis. limemberikan persetujuan di sini secara sukarela. d
Participant does not consent, or if Participant k&t seeks tPeserta tidak bersetuju, atau jika Peserta kemucd
revoke his or her consent, his or her employmeratss ormembatalkan persetujuannya, status pekerjaan a
service and career with the Employer will not bevadselperkhidmatan dan kerjayanya dengan Majikan tidak ak
affected; the only consequence of refusing or withdingterjejas; satunya akibat jika dia tidak bersetujuaa menarik
Participant’s consent is that the Company would not be dalik persetujuannya adalah bahawa Syarikat tidakan
to grant Participant PSUs or other Awards or admatér oidapat menganugerahkan kepada Peserta PSUs
maintain such Awards. Therefore, Participant undeéamdsAnugerah lain atau mentadbir atau mengekalkan Anugd
that refusing or withdrawing his or her consent magffecttersebut. Oleh itu, Peserta fahami bahawa keenggarsau
Participant’s ability to participate in the Plan. For mopenarikan balik persetujuannya boleh menjejask
information on the consequences of Participastrefusal tkkeupayaannya untuk mengambil bahagian dalam Pel
consent or withdrawal of consent, Participant undgandUntuk maklumat lanjut mengenai akibat keengganann
that he or she may contact his or her local humaesourceuntuk memberikan keizinan atau penarikan balik kéman,
representative. Peserta fahami bahawa dia boleh menghubungi wz

sumber manusia tempatannya.
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Notifications

Director Notification Obligation . If Participant is a director of a Malaysian Pdren Subsidiary, Participant is subjec
certain notification requirements under the MalagsCompanies Act. Among these requirements is gation to notify the
Company’s Malaysian Parent or Subsidiary in writiwgen Participant receive or dispose of an intefesg ., PSUs c
Shares) in the Company or any related company. fdtiication must be made within 14 days of reagejvor disposing ¢
any interest in the Company or any related company.

MEXICO
Terms and Conditions
No Entitlement or Claims for Compensation.These provisions supplement Section 12 of the Awaneement:

Modification. By accepting the PSUs, Participant understandsagmeles that any modification of the Plan or the Al
Agreement or its termination shall not constitutshange or impairment of the terms and conditidrengployment.

Policy Statement.The Award of PSUs the Company is making under the B unilateral and discretionary and, there
the Company reserves the absolute right to amerttiidiscontinue it at any time without any liaili

The Company, with registered offices at 899 KifemaR, Sunnyvale, CA 94086, U.S.A., is solely resfmesfor the
administration of the Plan and participation in fkn and the acquisition of Shares does not, inveay, establish ¢
employment relationship between Participant and Goeenpany since Participant is participating in #lan on a wholl
commercial basis and the sole employer is Fortimet, located at Prol. Paseo de la Reforma 115702, Col. Lomas
Santa Fe, Del. Alvaro Obregon, Mexico, D.F. C.P2X®, nor does it establish any rights between ¢tpaimt and th
Employer.

Plan Document AcknowledgmentBy accepting the Award of PSUs, Participant ackmalges that Participant has rece
copies of the Plan, has reviewed the Plan and thard Agreement in their entirety and fully undensts. and accepts
provisions of the Plan and the Award Agreement.

In addition, by accepting the Award Agreement, iegorant further acknowledges that Participant leeglrand specifically a
expressly approved the terms and conditions inAh&ard Agreement, in which the following is cleartiescribed ar
established: (i) participation in the Plan does canstitute an acquired right; (ii) the Plan andtipgoation in the Plan a
offered by the Company on a wholly discretionargi®a(iii) participation in the Plan is voluntargnd (iv) the Company a
any Parent or Subsidiary are not responsible fprdmerease in the value of the Shares underlyiadP®Us.
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Finally, Participant hereby declares that Participdoes not reserve any action or right to bring alaim against tr
Company for any compensation or damages as a @sérticipants participation in the Plan and therefore graritdlaanc
broad release to the Employer, the Company andPangnt or Subsidiary with respect to any claim thay arise under t|
Plan.

Spanish Translation

Sin derecho a compensacion o reclamaciones por cengacion.Estas disposiciones complementan el Contrato:

Modificacion . Al aceptar las Unidades de Acciones RestringiddsParticipante entiende y acuerda que cualq
modificacion al Plan o al Contrato o su terminaciagn constituira un cambio o perjuicio a los térmsng condiciones (
empleo.

Declaracion de Politica.El Otorgamiento de Unidades de Acciones Restrirgyidae la Compafiia esta haciendo
conformidad con el Plan es unilateral y discrecibyapor lo tanto, la Compafia se reserva el deceahsoluto de modific.
y discontinuar el mismo en cualquier momento, sgponsabilidad algun:

La Compafia, con oficinas registradas ubicadas 68 &ifer Road, Sunnyvale, CA 940, , EE.UU. es Unicamer
responsable de la administracion del Plan y la gdpacion en el Plan y la adquisicion de Accionesestablece, de forr
alguna, una relacion de trabajo entre el Participary la Compafiia, ya que el Participante particgrael Plan de una forn
totalmente comercial y el Unico patrésFortinet, Inc., Prol. Paseo de la Reforma 115 @2, Col. Lomas de Santa Fe, [
Alvaro Obregon, Mexico, D.F. C.P. 012y tampoco establece ningin derecho entre el Pp#itie y el Patron.

Reconocimiento del Documento del PlaAl aceptar el Otorgamiento de las Unidades de Aueso Restringidas,
Participante reconoce que el Participante ha regdicopias del Plan, ha revisado el Plan y el Cotatran su totalidad
entiende y acepta completamente todas las dispogisicontenidas en el Plan y en el Contrato.

Adicionalmente, al aceptar el Contrato, el Part&ipie reconoce que el Participante ha leido y edipacy expresamente
aprobado los términos y condiciones del Contratogkque claramente se ha descrito y establecido Gula participacior
en el Plan no constituye un derecho adquirido;€liPlan y la participacion en el Plan es ofreciplar la Compafiia de forn
enteramente discrecional; (iii) la participacion esl Plan es voluntaria; y (iv) la Compafia, asi @rau Sociede
Controlante, Subsidiaria no son responsables paalgquier disminucion en el valor de las Accionesysuentes a le
Unidades de Acciones Restringidas.

Finalmente, el Participante en este acto declara glParticipante no se reserva ninguna accion edeo para interpone
cualquier demanda o reclamacion en contra de la @aiffifia por compensacion, dafio o perjuicio alguno @oesultado de ¢
participacion en el Plan y, por lo tanto, otorga mlas amplio finiquito al Patrén, la Compafiia, asiho su Socied:
Controlante, Subsidiaria con respecto a cualquiemé@nda o reclamacion que pudiera surgir en virtetRlan.
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NETHERLANDS
There are no country-specific provisions.
NEW ZEALAND
There are no country-specific provisions.
NIGERIA
There are no country-specific provisions.
NORWAY
There are no country-specific provisions.
PANAMA

Notifications

Securities Law Information . The PSUs and any Shares which may be issuedrticiPant upon vesting and settlemen
the PSUs are not subject to registration under iRanen Law as they are not intended for the pulilig, solely fo
Participant’s benefit.

PERU
Notifications

Securities Law Information . The offer of the PSUs is considered a privateraify in Peru; therefore, it is not subjec
registration in Peru.

PHILIPPINES
Terms and Conditions

PSUs Payable Only in Cash Notwithstanding Section 2 of the Award Agreemehég grant of PSUs does not provide
right for Participant to receive Shares. PSUs gamo Participants in the Philippines shall be maity in cash in an amot
equal to the value of the Shares on the vesting Wes any TaRelated Items. Participant agrees to bear any rocy
fluctuation risk between the time the Restrictedc8tUnits vest and the time the cash payment igiloliged to Participal
through local payroll.

POLAND

Notifications
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Exchange Control Information. Polish residents holding foreign securities (inghgdShares) and maintaining accol
abroad must report information to the National BaikPoland on transactions and balances of theriiesuand cas
deposited in such accounts if the value of suchrgezs and cash (when combined with all other sskeld abroad) excee
PLN 7,000,000. If required, the reports must bedfibn a quarterly basis on special forms availablehe website of t
National Bank of Poland. Further, any transferusfds in excess of a specified threshold (curre€15,000) must be effect
through a bank account in Poland. Participant shmaintain evidence of such foreign exchange ti&ises for five years, |
case of a request for their production by the Neidank of Poland.

PORTUGAL
Terms and Conditions

Language ConsentParticipant hereby expressly declares that he ersis full knowledge of the English language ars
read, understood and fully accepted and agreed thighterms and conditions established in the Plah the Awar
Agreement.

Conhecimento da Lingua. O Participante pelo presetgclara expressamente que tem pleno conhecirdartogua ingles
e que leu, compreendeu e livremente aceitou e cdogaom os termos e condi¢gdes estabelecidas nwRiano Acordo ¢
Atribuicdo

Notifications

Exchange Control Information. If Participant does not hold the Shares acquiredesting with a Portuguese finan
intermediary, Participant may need to file a repuith the Portuguese Central Bank. If the Shareshaid by a Portugue
financial intermediary, it will file the report fdParticipant.

PUERTO RICO
There are no country-specific provisions.
QATAR
There are no country-specific provisions.
ROMANIA

Notifications

Exchange Control Information. If Participant deposits the proceeds from the sél8hares issued to him or her at ves
and settlement of the Shares or any dividends widBind Equivalents paid or such Shares in a backwt in Romanii
Participant may be required to provide the Romabgank with appropriate documentation explaininggberce of the funds.
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Participant should consult his or her personal smvio determine whether Participant will be reedito submit suc
documentation to the Romanian bank.

RUSSIA
Terms and Conditions

U.S. Transaction.The Plan, the Award Agreement, including this Adilem, and all other materials Participant may rez
regarding Participarg’ participation in the Plan or the grant of PSUsdbconstitute advertising or an offering of sées in
Russia. The issuance of Shares acquired at vasimgot and will not be registered in Russia; fioeee such Shares may
be offered or placed in public circulation in Rasdn no event will Shares acquired at vesting élevered to Participant
Russia; all Shares will be maintained on Partidifgahehalf in the United States. Participant is rextwptted to sell Shar
acquired at vesting directly to a Russian legaltgnt resident.

Depending on the development of local regulatoguiements, the Company reserves the right toesB&lUs in cash and
to pay any proceeds related to the PSUs to Patitiprough local payroll.

Data Privacy. This notification supplements Section 14 of the AdvAgreement:

Participant understands and agrees that he or shesincomplete and return a Consent to Processindg?efsonal Data (th
“Consent”) form to the Company. Further, Participant understds and agrees that if Participant does not complate
return a Consent form to the Company, the Companiyl wot be able to grant PSUs to Participant or ath awards o
administer or maintain such awards. Therefore, Pmipant understands that refusing to complete a Gemt form o
withdrawing his or her consent may affect Participgs ability to participate in the Plan.

Notifications

Exchange Control Information. Participant must repatriate the proceeds from #ihee &f Shares to Russia within a reasor
short period after receipt. The sale proceeds bristitially credited to Participant through a figre currency account oper
in Participant’'s name at an authorized bank in Rugsfter the funds are initially received in Russthey may bdurthel
remitted to a foreign bank subject to the followlngitations: (i) the foreign account may be opewady for individuals; (ii
the foreign account may not be used for businegtaes; and (iii) the Russian tax authorities rhbe given notice about t
opening/closing of each foreign account within onenth of the account opening/closing. Participanstrongly advised
contact his or her personal advisor before PSUsares Shares are sold as significant penaltiesapaly in the case of non-
compliance with exchange control requirements awhbse such exchange control requirements may ehang
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SINGAPORE
Notifications

Securities Law Information. The PSUs are being granted in reliance on Sect@(1(f) of the Securities and Futures
(Chapter 289, 2006 Ed.) (“SFA"Wunder which it is exempt from the prospectus amjisteation requirements under the S
The Plan have not been lodged or registered assp@ctus with the Monetary Authority of Singapdree PSUs are subije
to Section 257 of the SFA and the Participant shadt sell, or offer for sale, Shares acquired upesting of the PSU
unless such sale or offer is made (a) after 6 nsooththe grant of the PSUs to Participant; or (mspant to the exemptic
under Part XIII Division (1) Subdivision (4) (oth#ran Section 280) of the SFA.

Chief Executive Officer and Director Notification Obligation. The Chief Executive Officer and the Directors ¢
Singaporean Parent or Subsidiary are subject t@inenotification requirements under the SingapOmmpanies Act. Tt
Chief Executive Officer and the Directors must fyothe Singapore Parent or Subsidiary in writingaof interest €.g.,
unvested PSUs, Shares, etc.) in the Company oPargnt or Subsidiary within two (2) business dayg)ats acquisition ¢
disposal, (i) any change in previously disclosatriest (.9., when Shares acquired at vesting are sold), ipbécoming th
CEO and/or a director.

SLOVENIA

Foreign Asset/Account Reporting Information. Slovenian residents may be required to report fienimg of bank and/
brokerage accounts to tax authorities within 15sdafyopening such account. Participants shouldudbmsth their personi
tax advisor to determine whether this requiremdtitog applicable to any accounts opened in conaeatith participation i
the Plan (.g., Participant’s brokerage account with the Compsudsignated broker).

SOUTH AFRICA
Terms and Conditions
Withholding Taxes. This provision supplements Section 8 of the Awagte®ment:

By accepting the PSUs, Participant agrees to imatelg notify the Employer of the amount of any geealized upon vestit
of the PSUs. If Participant fails to advise the Hogpr of the gain realized at vesting, Participaraty be liable for a fin
Participant will be responsible for paying any éi#fnce between the actual tax liability and the amwithheld.

Notifications

Exchange Control Information. Participant is responsible for complying with appble South African exchange con
regulations. Since the exchange control regulationange frequently and without notice, Participahbuld consu
Participants legal advisor prior to the acquisition or saléSbares acquired under the Plan to ensure compliaith currer
regulations. As noted, it is Participant’s respbitisy to comply with South African exchange contlaws, and neither the
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Company nor any Parent or Subsidiary will be lidioleany fines or penalties resulting from Partiips failure to compl
with applicable laws.

SPAIN
Terms and Conditions
Nature of Grant. This provision supplements Section 12 of the Awagdeement:

By accepting the PSUs, Participant consents tacjgzation in the Plan and acknowledges that P@diti has received a cc
of the Plan.

Participant understands that the Company has aralé, gratuitously, and in its sole discretiorcided to grant PSUs unc
the Plan to individuals who may be Service Prowdaroughout the world. The decision is a limitextidion that is enter
into upon the express assumption and conditionahgtgrant will not bind the Company or any Pa@nSubsidiary, othi
than to the extent set forth in the Plan. ConsetiyieParticipant understands that the PSUs aretggdaon the assumption ¢
condition that the PSUs and any Shares acquiredsiing of the PSUs are not part of any employnoergervice contra
(either with the Company or any Parent or Subspliaand shall not be considered a mandatory bensdiary for an
purposes (including severance compensation), oo#rer right whatsoever. In addition, Participantlerstands that this gr:
would not be made but for the assumptions and tiondireferred to above; thus, Participant ackndgés and freely acce
that, should any or all of the assumptions be rkéstaor should any of the conditions not be metfoy reason, then any gr
of or right to the PSUs shall be null and void.

Further, except as otherwise provided in the Prahthe Award Agreement, Participant understandsh@ar she will not k
entitled to continue vesting in any PSUs once Bigent’s status as a Service Provider terminates. Thisbeithe case, fi
example, even in the event of a termination of iBipeint’s status of a Service Provider by reason of, batlimoted to
resignation, retirement, disciplinary dismissalualdjed to be with cause, disciplinary dismissal stéjdh or recognized to
without cause, individual or collective dismissalabjective grounds, whether adjudged or recognipebde without caus
material modification of the terms of employmentenArticle 41 of the WorkersStatute, relocation under Article 40 of
Workers’ Statute, Article 50 of the WorkerStatute, unilateral withdrawal by the Employer amdler Article 10.3 of tr
Royal Decree 1382/1985. Participant acknowledged Barticipant has read and specifically accepés westing an
termination conditions in the Award Agreement.

Notifications

Securities Law Information. The PSUs do not qualify under Spanish Law as s#siriNo “offer to the public,as define
under Spanish Law, has taken place or will takeepla the Spanish territory. Neither the Plan her Award Agreement ha
been registered with th@omision Nacronal del Mercado de Valogasd do not constitute a public offering prospectus.
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Exchange Control Information. Participant must declare the acquisition of Shacethe Spanish Direccion General
Comercio e Inversiongghe “DGCI”), the Bureau for Commerce and Investments, whichdsgartment of the Ministry
Economy and Competitiveness. Participant must discdare ownership of any Shares by filing a Fornt Dth the
Directorate of Foreign Transactions each Januamjewhe Shares are owned. In addition, the salShares must also
declared on Form B-filed with the DGCI in January, unless the salecpeds exceed the applicable threshold (cun
€1,502,530), in which case, the filing is due witbime month after the sale.

In addition, Participant is required to declarecetenically to the Bank of Spain any foreign accasuncluding brokerag
accounts held abroad), any foreign instrumentdy@ieg any Shares acquired under the Plan) andrangactions with non-
Spanish residents (including any payments of Shau@de to Participant by the Company) dependinghenvelue of suc
accounts and instruments and the amount of theacdions during the relevant year as of Decembef 8ie relevant year.

Foreign Asset/Accounting Reporting Information.If Participant holds rights or assets.(., Shares or cash held ina b
or brokerage account) outside of Spain with a valuexcess of €50,000 per type of right or asset(, Shares, cash, etc.)
of December 31 each year, Participant is requioegeport certain information regarding such rigatsl assets on tax fo
720. After such rights and/or assets are initia#lgorted, the reporting obligation will apply feubsequent years only if 1
value of any previously-reported rights or assetsdases by more tha2@000. The reporting must be completed by
March 31 each year.

SWEDEN
There are no country-specific provisions.
SWITZERLAND
Notifications

Securities Law Information. The offering of PSUs is considered a private offgrin Switzerland and is, therefore,
subject to registration in Switzerland.

TAIWAN
Terms and Conditions

Data Privacy Acknowledgement. Participant acknowledges that he or she has aeddunderstands the terms regar
collection, processing and transfer of Data coei@im Section 14 of the Award Agreement and byigiggting in the Plai
Participant agrees to such terms. In this reggydnuequest of the Company or the Employer, Ppetiti agrees to provide
executed data privacy consent form to the Emplayethe Company (or any other agreements or congbatsmay b
required by the Employer or the Company) that tlhen@any and/or the Employer may deem necessaryt&nobnder th
data privacy laws in Participant’s country, eithekv or in the future.
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Participant understands that he or she will noalile to participate in the Plan if Participantdaib execute any such cons
or agreement.

Notifications

Exchange Control Information. Participant may acquire and remit foreign currefiogluding proceeds from the sale
Shares or the receipt of dividends or Dividend Egl@nts) up to US$5,000,000 per year without jicsttfon.

If the transaction amount is TWD500,000 or moreairsingle transaction, Participant must submit aeigor Exchang
Transaction Form. If the transaction amount is UB$H300 or more in a single transaction, Participanst also provic
supporting documentation to the satisfaction ofréraitting bank.

THAILAND
Notifications

Exchange Control Information. If the proceeds from the sale of Shares or theiptoé dividends or Dividend Equivalel
are equal to or greater than US$50,000 in a singlesaction, Participant must repatriate the prdgée Thailand immediate
upon receipt and to convert the funds to Thai Batteposit the proceeds in a foreign currency deposount maintained |
a bank in Thailand within 360 days of remitting fh@ceeds to Thailand. In addition, Participant napecifically report th
inward remittance to the Bank of Thailand on a Epré&xchange Transaction Form.

If Participant does not comply with this obligatjdparticipant may be subject to penalties assdsgalde Bank of Thailan
Because exchange control regulations change frélgjueamd without notice, Participant should consulegal advisor befo
selling Shares to ensure compliance with curreglegions. It is Participarg’responsibility to comply with exchange cor
laws in Thailand, and neither the Company nor aawei or Subsidiary will be liable for any finesp®nalties resulting fro
Participant’s failure to comply with applicable law

TUNISIA

Terms and Conditions
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Settlement of PSUs and Sale of ShareBue to local regulatory requirements, upon theingsof the PSUs, Participe
agrees to the immediate sale of any Shares tosbedsto him or her upon vesting and settlemenh®fRSUs. Participa
further agrees that the Company is authorizeddtiunt its designated broker to assist with the datory sale of such Sha
(on Participant’s behalf pursuant to this authdrimg and Participant expressly authorizes the Gomgjs designated broker
complete the sale of such Shares. Participant adkdges that the Comparsytesignated broker is under no obligatio
arrange for the sale of the Shares at any partipuiee. Upon the sale of the Shares, the Compgrges to pay Participant 1
cash proceeds from the sale of the Shares, lesrakgrage fees or commissions and subject to bhigation to satisfy Tax-
Related Items. Participant acknowledges that teherare not aware of any material nonpublic infdimnawith respect to tf
Company or any securities of the Company as ofl#fte of the Award Agreement.

Notifications

Exchange Control Information. All proceeds from the sale of Shares as descrilbedeamust be repatriated to Tuni
Participant should consult his or her personal saivbefore taking action with respect to remittaotproceeds into Tunis
Participant is responsible for ensuring compliani all exchange control laws in Tunisia. In aduft if Participant holc
assets abroad in excess of 500 Tunisian Dinaricipant must report the assets to the Central Bdrikunisia.

TURKEY
Notifications

Securities Law Information . Under Turkish law, the Participant is not peredtto sell Shares acquired under the Pl
Turkey. The Shares are currently traded on the &tpsglobal Select Market, which is located outsifl@urkey, under th
ticker symbol “FTNT” and the Shares may be soldtigh this exchange.

Exchange Control Information. Participant likely will be required to engage a Kish financial intermediary to assist w
the sale of Shares acquired under the Plan andatsayneed to engage a Turkish financial intermgdadth respect to tr
acquisition of such Shares, although this is lestam. As Participant is solely responsible fomgpdying with the financie
intermediary requirements and their applicatiorpaeticipation in the Plan is uncertain, Participahould consult his or h
personal legal advisor prior to the vesting of #&Js or any sale of Shares to ensure compliance.

UNITED ARAB EMIRATES
Notifications

Securities Law Information . Participation in the Plan is being offered ordyselected Service Providers and is in the n
of providing equity incentives to Service Providénsthe United Arab Emirates. The Plan and the AlwvAgreement ai
intended for distribution only to such Service Rdevs and must not be delivered to, or relied ondyy other perso
Prospective purchasers of the securities offeredldiconduct their own due diligence on the se@gitlf Participant
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does not understand the contents of the Plan and\ward Agreement, Participant should consult atih@ized financie
adviser. The Emirates Securities and Commoditighétity has no responsibility for reviewing or Vging any documents
connection with the Plan. Neither the Ministry o€daomy nor the Dubai Department of Economic Develept hav
approved the Plan or the Award Agreement nor tateps to verify the information set out thereind &dave no responsibili
for such documents.

UNITED KINGDOM
Terms and Conditions

PSUs Payable Only in SharesNotwithstanding any discretion in the Plan or amghto the contrary in the Awa
Agreement, the grant of PSUs does not provide syt for Participant to receive a cash payment, tiedPSUs are payal
in Shares only.

Withholding Taxes. This provision supplements Section 8 of the Awagte®ment:

If payment or withholding of the income tax duen made within ninety (90) days of the end of thK. tax year (April 6 -
April 5) in which such event giving rise to the ame tax liability occurs, or such other period sfied in Section 222(1)(c) «
the U.K. Income Tax (Earnings and Pensions) Act32(fe “Due Date”)the amount of any uncollected income tax ¢
constitute a loan owed by Participant to the Em@tpgffective on the Due Date. Participant agrées the loan will be:
interest at the then-current Official Rate of Heajbbty’'s Revenue & Customs (“HMRC', will be immediately due ar
repayable, and the Company or the Employer maywezdbat any time thereafter by any of the meafsrred to in Section
of the Award Agreement.

Notwithstanding the foregoing, if Participant islisector or executive officer of the Company (witlihe meaning of Secti
13(k) of the U.S. Securities Exchange Act of 198lamended), Participant shall not be eligibleaftwan from the Compa
to cover the income tax. In the event that Paricips a director or executive officer and incomre ot collected from or pe
by Participant by the Due Date, the amount of angollected income tax may constitute a benefit aatiBipant on whic
additional income tax and national insurance cbations (“NICs”)may be payable. Participant acknowledges thatdiaat
ultimately will be responsible for reporting andypey any income tax due on this additional bendifiectly to HMRC unde
the selfassessment regime and for reimbursing the CompattyecEmployer (as applicable) for the value of anyploye:
NICs due on this additional benefit, which the Camp and/or the Employer may recover from Partidipgnany tim
thereafter by any of the means referred to in 8e@&iof the Award Agreement.

Joint Election for Transfer of the Employer’'s Secomary Class 1 NICs Liability to the Participant. As a condition c
vesting in the PSUs, Participant agrees to acceytliability for secondary Class 1 NICs, which mbg payable by tt
Company or the Employer in connection with the P$&snployer NICs”). Without limitation to the foregoing, Particip:
agrees to enter into an election between Partitipac the Company or the Employer (the “Electiomni)the form approve
for such Election by HMRC, and any other consentslections required to accomplish the transfethef Employer NICs 1
Participant, prior to vesting of the PSUs. Paraapfurther
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agrees to enter into such other joint electionsmiag be required between Participant and any suactsshe Company and,
the Employer. If Participant does not enter inte Election prior to the vesting of the PSUs, Pgudint shall, without ar
liability to the Company or any Parent or Subsigiaiot be entitled to vest in the PSUs.

Participant further agrees that the Company arti®Employer may collect the Employer NICs by afthe means set for
in Section 8 of the Award Agreement, as supplenteatmve.
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Entity

Jurisdiction of Incorporation

Exhibit 21.1

Fortinet International, Inc.

Fortinet UK, Ltd.

Fortinet Technologies (Canada), Inc.
Fortinet Japan K.K.

Fortinet Information Technology (Beijing) Co., Ltd.
Fortinet Information Technology (Tianjin) Co., Ltd.

Fortinet Malaysia SDN. BHD.

Fortinet Singapore Private Limited

Fortinet Technologies India Private Limited
Fortinet S.A.R.L.

Fortinet GmbH

Fortinet Federal, Inc.

Fortinet BV

Fortinet Mexico

Cayman Islands
United Kingdom
Canada

Japan

China

China

Malaysia
Singapore

India

France
Germany
U.S.A.
Netherlands
Mexico



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference ini®egion Statement Nos. 333-163367, 333-172459;13%985, 333-179751, 333-186921
and 333-194281 on Form S-8 of our reports dateduaeyp 27, 2015, relating to the consolidated finaingtatements and financial statement schedule
of Fortinet, Inc., and the effectiveness of Foitimec.’s internal control over financial reportirgppearing in this Annual Report on Form 10-K of
Fortinet, Inc. for the year ended December 31, 2014

/s/ DELOITTE & TOUCHE LLP

San Jose, California
February 27, 2015



Exhibit 31.1
CERTIFICATION
I, Ken Xie, certify that:

1. | have reviewed this Annual Report on FormKLOf Fortinet, Inc.

2. Based on my knowledge, this report does notado@ny untrue statement of a material fact ortamstate a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered
by this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theqoks presented in this report;

4. The registrant’s other certifying officer(s)danare responsible for establishing and maintgimiisclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedaoree designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

b. Designed such internal control over finanaggdarting, or caused such internal control overrfaia reporting to be designed under
our supervision, to provide reasonable assuramgzerdang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c. Evaluated the effectiveness of the registeadgiisclosure controls and procedures and presénth report our conclusions about
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation;

d. Disclosed in this report any change in thegtegnt’s internal control over financial reportitigit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repos) ttas materially affected, or is
reasonably likely to materially affect, the regisir's internal control over financial reporting;dan

5. The registrant’s other certifying officer(s)danhave disclosed, based on our most recent el@tuaf internal control over financial reporting,
to the registrant’s auditors and the audit commitiethe registrant’s board of directors (or pessperforming the equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regigigability to record, process, summarize and refivancial information; and

b. Any fraud, whether or not material, that inedvmanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: February 27, 2015

/s/ Ken Xie
Ken Xie

Chief Executive Officer and Chairman
(Principal Executive Officer)




Exhibit 31.2
CERTIFICATION
I, Andrew Del Matto, certify that:

1. | have reviewed this Annual Report on FormKLOf Fortinet, Inc.

2. Based on my knowledge, this report does notado@ny untrue statement of a material fact ortamstate a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered
by this report;

3. Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theqoks presented in this report;

4. The registrant’s other certifying officer(s)danare responsible for establishing and maintgimiisclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))imtednal control over financial reporting (as definin Exchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedaoree designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepared

b. Designed such internal control over finanaggdarting, or caused such internal control overrfaia reporting to be designed under
our supervision, to provide reasonable assuramgzerdang the reliability of financial reporting atfte preparation of financial
statements for external purposes in accordancegeitierally accepted accounting principles;

c. Evaluated the effectiveness of the registeadgiisclosure controls and procedures and presénth report our conclusions about
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation;

d. Disclosed in this report any change in thegtegnt’s internal control over financial reportitigit occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodiikbal quarter in the case of an annual repos) ttas materially affected, or is
reasonably likely to materially affect, the regisir's internal control over financial reporting;dan

5. The registrant’s other certifying officer(s)danhave disclosed, based on our most recent el@tuaf internal control over financial reporting,
to the registrant’s auditors and the audit commitiethe registrant’s board of directors (or pessperforming the equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regigigability to record, process, summarize and refivancial information; and

b. Any fraud, whether or not material, that inedvmanagement or other employees who have a sigmifiole in the registrant’s
internal control over financial reporting.

Date: February 27, 2015

/s/ Andrew Del Matto
Andrew Del Matto

Chief Financial Officer
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER

PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Ken Xie, certify, pursuant to 18 U.S.C. Sectl860, as adopted pursuant to Section 906 of theaBas-Oxley Act of 2002, that the Annual
Report on Form 10-K of Fortinet, Inc. for the fisgaar ended December 31, 2014 fully complies withrequirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended (tlheH&nge Act”), and that information contained irstAnnual Report on Form 1R-fairly presents

in all material respects, the financial conditiondaesults of operations of Fortinet, Inc.

By: /sl Ken Xie

Name: Ken Xie
Chief Executive Officer and Chairman
Title:  (Principal Executive Officer)

Date:  February 27, 2015

I, Andrew Del Matto, certify, pursuant to 18 U.S%kction 1350, as adopted pursuant to Section PO Garbanes-Oxley Act of 2002, that the
Annual Report on Form 10-K of Fortinet, Inc. foetfiscal year ended December 31, 2014 fully corsphigh the requirements of Section 13(a) or 15
(d) of the Exchange Act and that information camedli in this Annual Report on Form 10-K fairly pretse in all material respects, the financial

condition and results of operations of Fortinet, In

By: /s/ Andrew Del Matto

Name: Andrew Del Matto

Chief Financial Officer
Title:  (Principal Financial Officer)

Date: February 27, 2015

This certification is being furnished pursuant ®.S.C. Section 1350, as adopted pursuant tod®e@@6 of the Sarbanes-Oxley Act of 2002
and will not be deemed “filedfor purposes of Section 18 of the Exchange Acttberwise subject to the liability of that sectidiis certification will
not be incorporated by reference into any filingleinthe Securities Act of 1933, as amended, oE#ohange Act, except as shall be expressly sdt

by specific reference in such a filing.



