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PART I — FINANCIAL INFORMATION

Item 1. Financial Statements (Unaudited)

Juniper Networks, Inc.

Condensed Consolidated Statements of Operations

(In millions, except per share amounts)

Net revenues:
Product
Service
Total net revenues
Cost of revenues:
Product
Service
Total cost of revenues
Gross margin
Operating expenses:
Research and development
Sales and marketing
General and administrative
Restructuring charges
Total operating expenses
Operating income
Gain (loss) on privately-held investments, net (V)
Gain on divestiture
Other expense, net (V

Income before income taxes and loss from equity method
investment

Income tax provision
Loss from equity method investment, net of tax
Net income

Net income per share:
Basic
Diluted

Weighted-average shares used to compute net income per share:

Basic
Diluted

@ The prior period amounts have been reclassified to conform to the current period presentation.

(Unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022

$ 9632 $ 839.8 § 1,875.8 $ 1,584.1
466.9 429.8 926.1 853.7

1,430.1 1,269.6 2,801.9 2,437.8

470.7 431.9 925.6 810.4

146.3 143.6 292.0 283.9

617.0 575.5 1,217.6 1,094.3

813.1 694.1 1,584.3 1,343.5

282.0 2443 566.8 492.9

308.3 274.3 611.5 547.6

65.2 67.2 133.2 127.4

16.5 0.5 16.0 9.3

672.0 586.3 1,327.5 1,177.2

141.1 107.8 256.8 166.3

(92.2) 5.9 (92.0) 5.9

— 45.8 — 45.8
(7.4) (14.0) (16.2) (26.9)

41.5 145.5 148.6 191.1

15.0 31.6 34.6 21.5

2.1 0.5 4.2 0.5

$ 244 $ 1134 $ 109.8 §$ 169.1
$ 0.08 035 $ 034 3 0.53
$ 0.07 035 $ 034 $ 0.51
319.3 321.0 320.8 321.1

326.0 328.1 327.6 329.3

@ Privately-held investments represent investments in privately-held debt and redeemable preferred stock securities and equity investments without readily

determinable fair value.

See accompanying Notes to Condensed Consolidated Financial Statements
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Juniper Networks, Inc.

Condensed Consolidated Statements of Comprehensive Income

Net income
Other comprehensive income (loss), net:
Available-for-sale debt securities:
Change in net unrealized gains and losses
Net realized losses reclassified into net income
Net change on available-for-sale debt securities
Cash flow hedges:
Change in net unrealized gains and losses
Net realized losses reclassified into net income
Net change on cash flow hedges
Change in foreign currency translation adjustments
Other comprehensive income (loss), net

Comprehensive income

See accompanying Notes to Condensed Consolidated Financial Statements

(In millions)

(Unaudited)
Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
244 $ 1134 § 109.8 $ 169.1
1.6 (1.7) 3.7 (7.4)
— 0.1 — 0.2
1.6 (1.6) 3.7 (7.2)
14.0 (1.0) 7.1 19.8
7.0 4.0 14.4 4.1
21.0 3.0 21.5 23.9
0.2 (13.2) 1.7 (14.7)
22.8 (11.8) 26.9 2.0
472 $ 101.6 § 136.7 § 171.1
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ASSETS
Current assets:
Cash and cash equivalents
Short-term investments
Accounts receivable, net of allowances
Inventory
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Operating lease assets
Long-term investments
Purchased intangible assets, net
Goodwill
Other long-term assets
Total assets
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable
Accrued compensation
Deferred revenue
Other accrued liabilities
Total current liabilities
Long-term debt
Long-term deferred revenue
Long-term income taxes payable
Long-term operating lease liabilities
Other long-term liabilities
Total liabilities
Commitments and contingencies (Note 13)
Stockholders' equity:

Juniper Networks, Inc.

Condensed Consolidated Balance Sheets

(In millions, except par values)

Preferred stock, $0.00001 par value; 10.0 shares authorized; none issued and outstanding

Common stock, $0.00001 par value; 1,000.0 shares authorized; 317.8 shares and 322.9 shares issued and
outstanding as of June 30, 2023 and December 31, 2022, respectively

Additional paid-in capital
Accumulated other comprehensive income
Accumulated deficit
Total stockholders' equity
Total liabilities and stockholders' equity

See accompanying Notes to Condensed Consolidated Financial Statements

June 30, December 31,
2023 2022
(Unaudited)

1,089.4 $ 880.1
144.7 210.3
908.5 1,227.3
925.7 619.4
682.7 680.0

3,751.0 3,617.1
689.1 666.8
124.3 141.6

62.3 139.6
126.2 160.5

3,734.4 3,734.4
888.2 866.7

9,3755 $ 9,326.7
371.8  § 347.4
280.1 306.1

1,037.9 1,020.5
572.4 404.9

2,262.2 2,078.9

1,602.6 1,601.3
727.3 642.6
197.2 279.4

95.5 117.7
135.8 131.7
5,020.6 4,851.6
6,749.7 6,846.4
31.1 42
(2,425.9) (2,375.5)
4,354.9 4,475.1
9,3755 $ 9,326.7
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Juniper Networks, Inc.

Condensed Consolidated Statements of Cash Flows
(In millions)
(Unaudited)
Six Months Ended June 30,
2023 2022

Cash flows from operating activities:

Net income $ 109.8 $ 169.1
Adjustments to reconcile net income to net cash provided by operating activities:

Share-based compensation expense 122.9 92.4
Depreciation, amortization, and accretion 98.5 111.5
Operating lease assets expense 20.3 20.3
Gain on divestiture — (45.8)
Loss (gain) on privately-held investments, net (" 92.0 (5.9)
Loss from equity method investment () 4.2 0.5
Other ® 2.7 13.8
Changes in operating assets and liabilities, net of acquisitions:
Accounts receivable, net 319.5 (54.2)
Inventory (D (315.0) (126.2)
Prepaid expenses and other assets (! (100.0) (346.9)
Accounts payable 22.0 88.5
Accrued compensation (26.1) (54.7)
Income taxes payable 83.9 3.9
Other accrued liabilities (1.5) 17.1
Deferred revenue 101.3 50.6
Net cash provided by (used in) operating activities 534.5 (73.8)
Cash flows from investing activities:
Purchases of property and equipment (83.2) (49.5)
Proceeds from divestiture, net — 89.1
Purchases of available-for-sale debt securities (12.9) (104.1)
Proceeds from sales of available-for-sale debt securities 239 74.8
Proceeds from maturities and redemptions of available-for-sale debt securities 128.8 218.8
Purchases of equity securities (3.5) (12.2)
Proceeds from sales of equity securities 7.8 33
Payments for business acquisitions, net of cash and cash equivalents acquired — 3.9
Funding of loan receivable (7.7) —
Other 1.5 1.4
Net cash provided by investing activities 54.7 217.7
Cash flows from financing activities:
Repurchase and retirement of common stock (271.3) (226.3)
Proceeds from issuance of common stock 31.6 29.1
Payment of dividends (140.5) (134.8)
Payment of debt issuance costs (1.3) —
Net cash used in financing activities (381.5) (332.0)
Effect of foreign currency exchange rates on cash, cash equivalents, and restricted cash 1.8 (14.0)
Net increase (decrease) in cash, cash equivalents, and restricted cash 209.5 (202.1)
Cash, cash equivalents, and restricted cash at beginning of period 897.7 942.7
Cash, cash equivalents, and restricted cash at end of period $ 1,107.2 § 740.6
Non-cash investing activity:
Equity method investment $ — $ 40.3

(M The prior period amounts have been reclassified to conform to the current period presentation.

See accompanying Notes to Condensed Consolidated Financial Statements
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Juniper Networks, Inc.

Condensed Consolidated Statements of Changes in Stockholders' Equity

Balance at March 31, 2023
Net income
Other comprehensive income, net
Issuance of common stock
Repurchase and retirement of common stock
Share-based compensation expense

Payments of cash dividends ($0.22 per share of common
stock)

Balance at June 30, 2023

Balance at March 31, 2022
Net income
Other comprehensive loss, net
Issuance of common stock
Repurchase and retirement of common stock
Share-based compensation expense

Payments of cash dividends ($0.21 per share of common
stock)

Balance at June 30, 2022

(In millions, except per share amounts)
(Unaudited)

Three Months Ended June 30, 2023

Common Stock and Accumulated Other

Additional Paid-in Comprehensive Accumulated Total Stockholders'
Shares Capital Income Deficit Equity
3214 § 6,808.1 $ 83 § (2,381.2) $ 4,435.2
— — — 24.4 24.4
— — 22.8 — 22.8
0.5 0.5 — 0.5
4.1) (50.9) (69.1) (120.0)
— 61.9 — 61.9
— (69.9) — (69.9)
3178 $ 6,749.7 $ 31,1 $ (2,4259) $ 4,354.9
Three Months Ended June 30, 2022
Common Stock and Accumulated Other
Additional Paid-in Comprehensive Accumulated Total Stockholders'
Shares Capital Income (Loss) Deficit Equity
3228 § 6,933.1 § 11.7  $ 2,6779) § 4,266.9
— — — 113.4 113.4
_ — (11.8) — (11.8)
0.7 0.5 — — 0.5
3.1 (39.1) — (60.9) (100.0)
— 47.0 — — 47.0
— (67.3) — — (67.3)
3204 § 6,8742 § ©.1) $ (2,625.4) $ 4,248.7

See accompanying Notes to Condensed Consolidated Financial Statements
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Juniper Networks, Inc.

Condensed Consolidated Statements of Changes in Stockholders' Equity
(In millions, except per share amounts)
(Unaudited)

Six Months Ended June 30, 2023

Common Stock and Accumulated Other

Additional Paid-in Comprehensive Accumulated Total Stockholders'
Shares Capital Income Deficit Equity
Balance at December 31, 2022 3229 § 6,846.4 § 42 $ (2,375.5) $ 4,475.1
Net income — — — 109.8 109.8
Other comprehensive income, net — — 26.9 26.9
Issuance of common stock 3.8 31.6 — — 31.6
Repurchase and retirement of common stock (8.9) (111.1) — (160.2) (271.3)
Share-based compensation expense — 1233 — 123.3
Payments of cash dividends ($0.44 per share of common
stock) — (140.5) — (140.5)
Balance at June 30, 2023 3178 $ 6,749.7 $ 31,1 $ (2,4259) $ 4,354.9
Six Months Ended June 30, 2022
Common Stock and
Additional Paid-in Accumulated Other Accumulated Total Stockholders'
Shares Capital Comprehensive Loss Deficit Equity
Balance at December 31, 2021 321.6 $ 6,972.6 $ 2.1) (2,653.6) 4,316.9
Net income — — — 169.1 169.1
Other comprehensive income, net — — 2.0 — 2.0
Issuance of common stock 5.5 29.1 — — 29.1
Repurchase and retirement of common stock (6.7) (85.4) — (140.9) (226.3)
Share-based compensation expense — 92.7 — — 92.7
Payments of cash dividends ($0.42 per share of common
stock) — (134.8) — — (134.8)
Balance at June 30, 2022 3204 § 68742 $ (0.1) (2,625.4) 4,248.7

See accompanying Notes to Condensed Consolidated Financial Statements
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Juniper Networks, Inc.

Notes to Condensed Consolidated Financial Statements
(Unaudited)

Note 1. Basis of Presentation and Summary of Significant Accounting Policies
Basis of Presentation

The Condensed Consolidated Financial Statements of Juniper Networks, Inc. (the “Company” or “Juniper”’) were prepared in accordance with U.S. generally
accepted accounting principles (“U.S. GAAP”) for interim financial information. Accordingly, they do not include all information and footnotes required by
U.S. GAAP for complete financial statements. The Condensed Consolidated Balance Sheet as of December 31, 2022 has been derived from the audited
Consolidated Financial Statements at that date. In the opinion of management, all adjustments, including normal recurring accruals, considered necessary for a
fair presentation have been included. The results of operations for the three and six months ended June 30, 2023 are not necessarily indicative of the results that
may be expected for the year ending December 31, 2023, or any future period.

These Condensed Consolidated Financial Statements and accompanying notes should be read in conjunction with the audited Consolidated Financial
Statements and accompanying notes in the Company's Annual Report on Form 10-K for the year ended December 31, 2022 (the "Form 10-K"). The Company
has evaluated all subsequent events through the date these condensed consolidated financial statements were issued.

The preparation of the financial statements and related disclosures in accordance with U.S. GAAP requires the Company to make judgments, assumptions, and
estimates that affect the amounts reported in the Condensed Consolidated Financial Statements and the accompanying notes. Actual results could differ
materially from those estimates under different assumptions or conditions.

Certain prior period amounts have been reclassified to conform to the current period's presentation. None of these reclassifications had a material impact to the
unaudited Condensed Consolidated Financial Statements.

Summary of Significant Accounting Policies
There have been no significant changes to the Company's significant accounting policies described in Note 1, Description of Business, Basis of Presentation

and Significant Accounting Policies, in Notes to Consolidated Financial Statements in Item 8 of Part II of the Form 10-K for the fiscal year ended
December 31, 2022.
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Juniper Networks, Inc.

Notes to Condensed Consolidated Financial Statements (Continued)
(Unaudited)
Note 2. Cash Equivalents and Investments
Investments in Available-for-Sale Debt Securities

The following table summarizes the Company's unrealized gains and losses and fair value of investments designated as available-for-sale debt securities as of
June 30, 2023 and December 31, 2022 (in millions):

As of June 30, 2023 As of December 31, 2022
Gross Gross Gross Gross
Amortized Unrealized Unrealized Estimated Fair Amortized Unrealized Unrealized Estimated Fair
Cost Gains Losses Value Cost Gains Losses Value
Fixed income securities:
Asset-backed and mortgage-
backed securities $ 195 §$ — $ ©0.7) $ 188 $ 378 $ — 3 a2) s 36.6
Corporate debt securities 155.6 — 3.7) 151.9 277.5 — (7.1) 270.4
Commercial paper 11.4 — — 11.4 — — — —
Foreign government debt
securities 5.2 — 0.3) 4.9 8.8 — 0.4) 8.4
Time deposits 352.5 — — 352.5 70.6 — — 70.6
U.S. government agency securities 17.7 — (0.2) 17.5 18.6 — (0.6) 18.0
U.S. government securities 6.0 — (0.1) 5.9 9.0 — 0.2) 8.8
Total fixed income securities 567.9 — (5.0) 562.9 4223 — 9.5) 412.8
Privately-held debt and
redeemable preferred stock
securities 20.7 37.4 — 58.1 15.5 37.4 — 52.9
Total available-for-sale debt
securities $ 588.6 $ 374§ 5.00 § 621.0 $ 4378 $ 374 $ 9.5 $ 465.7
Reported as:
Cash equivalents $ 362.0 $ — $ — 362.0 $ 70.6 $ — — 3 70.6
Short-term investments 141.2 — (2.6) 138.6 205.9 — (3.3) 202.6
Long-term investments 64.7 — 2.4) 62.3 145.8 — (6.2) 139.6
Other long-term assets 20.7 37.4 — 58.1 15.5 37.4 — 52.9
Total $ 588.6 $ 374 $ 5.0) $ 621.0 $ 4378 $ 374 $ 9.5 $§ 465.7
The following table presents the contractual maturities of the Company's total fixed income securities as of June 30, 2023 (in millions):
Amortized Estimated Fair
Cost Value
Due in less than one year $ 5032 % 500.6
Due between one and five years 64.7 62.3
Total $ 5679 $ 562.9

As of June 30, 2023, the Company's unrealized loss of $5.0 million resulted from 163 investments, of which losses aggregating $0.1 million were from
investments in an unrealized loss position for less than 12 months, and $4.9 million were from investments in an unrealized loss position for more than 12
months. The gross unrealized losses related to these investments were primarily due to changes in market interest rates. The Company anticipates that it will
recover the entire amortized cost

10
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Juniper Networks, Inc.

Notes to Condensed Consolidated Financial Statements (Continued)
(Unaudited)

basis of such available-for-sale debt securities and has determined that no allowance for credit losses was required to be recognized during the three and six
months ended June 30, 2023 and June 30, 2022.

During the three and six months ended June 30, 2023 and June 30, 2022, there were no material gross realized gains or losses from available-for-sale debt
securities.

Investments in Equity Securities

The following table presents the Company's investments in equity securities as of June 30, 2023 and December 31, 2022 (in millions):

As of
June 30, December 31,
2023 2022
Equity investments with readily determinable fair value:
Money market funds $ 4458 $ 420.8
Mutual funds 34.6 28.1
Publicly-traded equity securities 6.0 7.7
Equity investments without readily determinable fair value 38.4 137.7
Equity investment under the equity method of accounting 31.8 36.0
Total equity securities $ 556.6 $ 630.3
Reported as:
Cash equivalents $ 4458 $ 420.8
Short-term investments 6.0 7.7
Prepaid expenses and other current assets 2.8 24
Other long-term assets 102.0 199.4
Total $ 556.6 $ 630.3

For the three and six months ended June 30, 2023 and June 30, 2022, there were no material unrealized gains or losses recognized for equity investments with
readily determinable fair value.

For the three and six months ended June 30, 2023, there were no material unrealized gains and $92.2 million of unrealized losses for equity investments
without readily determinable fair value. Unrealized losses represent the difference between the estimated fair values and the carrying values of equity
investments without readily determinable fair value. The Company estimated the fair value of these investments based on quantitative and qualitative analysis.
This analysis involved use of judgment, significant estimates and assumptions, such as the near-term prospects of the investee in the market in which it
operates, evaluating the investee’s financial condition in relation to its outstanding obligations, and probabilities of securing additional capital through various
alternative scenarios. There were no material unrealized gains and losses for the three and six months ended June 30, 2022 for equity investments without
readily determinable fair value.

For the three and six months ended June 30, 2023, the loss recognized from the equity method investment was $2.1 million and $4.2 million, respectively. For
the three and six months ended June 30, 2022, the loss recognized from the equity method investment was $0.5 million.

Restricted Cash and Investments
The Company has restricted cash and investments for: (i) amounts under the Company's non-qualified deferred compensation plan for senior-level employees;
(ii) amounts held under the Company's short-term disability plan in California; and (iii) amounts held in escrow accounts, as required in connection with

certain acquisitions. Restricted investments consist of equity investments. As of June 30, 2023, the carrying value of restricted cash and investments was $52.4
million, of which $18.3

11



Table of Contents

Juniper Networks, Inc.

Notes to Condensed Consolidated Financial Statements (Continued)
(Unaudited)

million was included in prepaid expenses and other current assets, and $34.1 million was included in other long-term assets on the Condensed Consolidated
Balance Sheets.

The following table provides a reconciliation of cash, cash equivalents, and restricted cash included in the Condensed Consolidated Balance Sheets as of
June 30, 2023 and December 31, 2022 (in millions):

As of
June 30, December 31,
2023 2022
Cash and cash equivalents $ 1,089.4 $ 880.1
Restricted cash included in prepaid expenses and other current assets 15.4 15.2
Restricted cash included in other long-term assets 2.4 2.4
Total cash, cash equivalents, and restricted cash $ 1,107.2 $ 897.7

12
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Juniper Networks, Inc.

Notes to Condensed Consolidated Financial Statements (Continued)

(Unaudited)

Note 3. Fair Value Measurements

Assets and Liabilities Measured at Fair Value on a Recurring Basis

The following table provides a summary of assets and liabilities measured at fair value on a recurring basis and as reported in the Condensed Consolidated
Balance Sheets as of June 30, 2023 and December 31, 2022 (in millions):

Fair Value Measurements at Fair Value Measurements at

June 30, 2023 December 31, 2022
Significant Significant
Quoted Prices in Other Quoted Prices in Other
Active Markets Observable Significant Other Active Markets Observable Significant Other
For Remaining Unobservable For Remaining Unobservable
Identical Assets Inputs Remaining Inputs Identical Assets Inputs Remaining Inputs
(Level 1) (Level 2) (Level 3) Total (Level 1) (Level 2) (Level 3) Total
Assets:
Available-for-sale debt securities:
Asset-backed and mortgage-backed securities $ — 3 188 $ $ 188 $ — 8 36.6 — 3 36.6
Corporate debt securities — 151.9 151.9 — 270.4 — 270.4
Commercial paper — 11.4 11.4 — — —
Foreign government debt securities — 4.9 4.9 — 8.4 — 8.4
Time deposits — 352.5 352.5 — 70.6 — 70.6
U.S. government agency securities — 17.5 17.5 — 18.0 — 18.0
U.S. government securities 5.9 — 5.9 8.8 — — 8.8
Privately-held debt and redeemable preferred
stock securities — — 58.1 58.1 — — 52.9 52.9
Total available-for-sale debt securities 5.9 557.0 58.1 621.0 8.8 404.0 VA9 465.7
Equity securities:
Money market funds 445.8 — 445.8 420.8 — — 420.8
Mutual funds 34.6 — 34.6 28.1 — — 28.1
Publicly-traded equity securities 6.0 = = 6.0 A = — 7.7
Total equity securities 486.4 — — 486.4 456.6 — — 456.6
Derivative assets:
Foreign exchange contracts — 8.1 8.1 — 1.3 — 1.3
Interest rate contracts — 121.5 121.5 — 125.4 — 125.4
Total derivative assets — 129.6 129.6 — 126.7 — 126.7
Total assets measured at fair value on a
recurring basis $ 4923 $ 686.6 $ 581 $ 1,237.0 $ 4654 $ 530.7 529 $ 1,049.0
Liabilities:
Derivative liabilities:
Foreign exchange contracts $ — 3 (18.4) $ $ (18.4) $ — 8 (37.6) — 3 (37.6)
Interest rate contracts — (87.0) (87.0) — (87.4) — (87.4)
Total derivative liabilities — (105.4) (105.4) — (125.0) — (125.0)
Total liabilities measured at fair value on a
recurring basis — (105.4) $ $ (1054) § — 3 (125.0) $ — $  (125.0)

13



Table of Contents

Juniper Networks, Inc.

Notes to Condensed Consolidated Financial Statements (Continued)

(Unaudited)
Fair Value Measurements at Fair Value Measurements at
June 30, 2023 December 31, 2022
Significant Significant
Quoted Prices in Other Quoted Prices in Other
Active Markets Observable Significant Other Active Markets Observable Significant Other
For Remaining Unobservable For Remaining Unobservable
Identical Assets Inputs Remaining Inputs Identical Assets Inputs Remaining Inputs
(Level 1) (Level 2) (Level 3) Total (Level 1) (Level 2) (Level 3) Total
Total assets, reported as:
Cash equivalents $ 4458 $ 3619 $ — 807.7 $ 4208 $ 70.6 $ — 3 491.4
Short-term investments 10.9 133.8 — 144.7 14.6 195.7 — 210.3
Long-term investments 1.0 61.3 — 62.3 1.9 137.7 — 139.6
Prepaid expenses and other current assets 2.8 4.1 — 6.9 24 0.8 — 32
Other long-term assets 31.8 125.5 58.1 215.4 25.7 125.9 52.9 204.5
Total assets measured at fair value $ 4923 § 686.6 $ 581 $ 1,237.0 $ 4654 $ 530.7 $ 529 $ 1,049.0
Total liabilities, reported as:
Other accrued liabilities $ — 3 (15.4) $ — 3 (154) $ — 3 325) $ — 3 (32.5)
Other long-term liabilities — (90.0) — (90.0) — (92.5) — (92.5)
Total liabilities measured at fair value on a

recurring basis $ — 3 (105.4) § — $ (1054) $ — 3 (125.0) $ — $ (1250

The Company's Level 2 available-for-sale debt securities are priced using quoted market prices for similar instruments or non-binding market prices that are
corroborated by observable market data. The Company uses inputs such as actual trade data, benchmark yields, broker/dealer quotes, or alternative pricing
sources with reasonable levels of price transparency, which are obtained from quoted market prices, independent pricing vendors, or other sources, to
determine the ultimate fair value of these assets. The Company's derivative instruments are classified as Level 2, as they are not actively traded and are valued
using pricing models that use observable market inputs. During the three and six months ended June 30, 2023, the Company had no transfers into or out of
Level 3 of the fair value hierarchy of its assets or liabilities measured at fair value.

The Company's privately-held debt and redeemable preferred stock securities are classified as Level 3 assets due to the lack of observable inputs to determine
fair value. The Company estimates the fair value of its privately-held debt and redeemable preferred stock securities on a recurring basis using an analysis of
the financial condition and near-term prospects of the investee, including recent valuations at the time of financing activities and the investee's capital structure.
During the three and six months ended June 30, 2023, there were no significant activities related to privately-held debt and redeemable preferred stock
securities.

Assets and Liabilities Measured at Fair Value on a Nonrecurring Basis

The Company's investments in equity securities without readily determinable fair value are classified as Level 3 assets due to the lack of observable inputs to
determine fair value. The Company estimates the fair value of equity securities without readily determinable fair value, and investments accounted for under
the equity method of accounting, on a nonrecurring basis using an analysis of the financial condition and near-term prospects of the investee, including recent
financing activities and the investee's capital structure. As of June 30, 2023, downward adjustments for equity securities without readily determinable fair value

were $92.2 million. There have been no material upward adjustments to the equity securities without readily determinable fair value.

Certain of the Company's assets, including intangible assets and goodwill, are measured at fair value on a nonrecurring basis. There were no significant
impairment charges recognized during the three and six months ended June 30, 2023.

As of June 30, 2023 and December 31, 2022, the Company had no liabilities required to be measured at fair value on a nonrecurring basis.
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Assets and Liabilities Not Measured at Fair Value
The carrying amounts of the Company's accounts receivable, accounts payable, and other accrued liabilities approximate fair value due to their short maturities.

As of June 30, 2023 and December 31, 2022, the estimated fair value of the Company's total outstanding debt in the Condensed Consolidated Balance Sheets
was $1,509.4 million and $1,485.6 million, respectively, based on observable market inputs (Level 2).
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Note 4. Derivative Instruments

The Company uses derivative instruments to manage a variety of risks, including risks related to fluctuations in foreign currency exchange rates and interest
rates on debt instruments. The Company does not use derivative financial instruments for speculative purposes.

The notional amount of the Company's derivative instruments is summarized as follows (in millions):

As of
June 30, December 31,
2023 2022
Designated derivatives:
Cash flow hedges:
Foreign currency contracts 864.7 775.9
Interest rate lock contracts 650.0 650.0
Fair value hedges:
Interest rate swap contracts 600.0 600.0
Total designated derivatives 2,114.7 2,025.9
Non-designated derivatives 178.2 163.5
Total 2,292.9 2,189.4
The fair value of derivative instruments on the Condensed Consolidated Balance Sheets was as follows:
As of
June 30, December 31,
Balance Sheet Classification 2023 2022
Derivative assets:
Derivatives designated as hedging instruments:
Foreign currency contracts Other current assets $ 40 $ 0.7
Foreign currency contracts Other long-term assets 4.0 0.5
Interest rate lock contracts Other long-term assets 121.5 125.4
Total derivatives designated as hedging instruments $ 1295 § 126.6
Derivatives not designated as hedging instruments Other current assets 0.1 0.1
Total derivative assets $ 1296 $ 126.7
Derivative liabilities:
Derivatives designated as hedging instruments:
Foreign currency contracts Other accrued liabilities $ 153 $ 323
Foreign currency contracts Other long-term liabilities 3.0 5.1
Interest rate swap contracts Other long-term liabilities 87.0 87.4
Total derivatives designated as hedging instruments $ 1053 $ 124.8
Derivatives not designated as hedging instruments Other accrued liabilities 0.1 0.2
Total derivative liabilities $ 1054 $ 125.0
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Offsetting of Derivative Instruments

The Company presents its derivative instruments at gross fair values in the Condensed Consolidated Balance Sheets. As of June 30, 2023 and December 31,
2022, the potential effects of set-off associated with the derivative contracts would be a reduction to both derivative assets and derivative liabilities by
$74.5 million and $73.8 million, respectively.

Designated Derivatives

The Company uses foreign currency forward contracts or options contracts to hedge the Company's planned cost of revenues and operating expenses
denominated in foreign currencies. These derivatives are designated as cash flow hedges and typically have maturities of thirty-six months or less.

The Company enters into interest rate swaps, designated as fair value hedges, to convert the fixed interest rates of certain Senior Notes ("Notes") to floating
interest rates. In April 2021, the Company entered into swaps for an aggregate notional amount of $300.0 million for its fixed-rate Notes maturing in December
2030 in addition to the swaps entered in 2019 for an aggregate notional amount of $300.0 million for its fixed-rate Notes maturing in March 2041. The interest
rate swaps will expire within seven years.

In 2020, the Company entered into interest rate locks with large financial institutions, which fix the benchmark interest rates of future debt issuances for an
aggregate notional amount of $650.0 million. These contracts are designated as cash flow hedges and are expected to terminate within three years.

Effect of Derivative Instruments on the Condensed Consolidated Statements of Operations

For cash flow hedges, the Company recognized an unrealized gain of $17.1 million and $7.2 million in accumulated other comprehensive income for the
effective portion of its derivative instruments during the three and six months ended June 30, 2023, respectively. The Company recognized an unrealized gain
of $7.2 million and $35.2 million in accumulated other comprehensive income for the effective portion of its derivative instruments for the three and six
months ended June 30, 2022, respectively.

For foreign currency contracts, the Company reclassified a loss of $7.2 million and $15.0 million out of accumulated other comprehensive income to cost of
revenues and operating expenses in the Condensed Consolidated Statements of Operations during the three and six months ended June 30, 2023, respectively,
and a loss of $3.5 million and $3.1 million for the comparable periods ended June 30, 2022, respectively. As of June 30, 2023, an estimated $11.2 million of
unrealized net loss within accumulated other comprehensive income is expected to be reclassified into earnings within the next twelve months.

Non-Designated Derivatives

The Company also uses foreign currency forward contracts to mitigate variability in gains and losses generated from the remeasurement of certain monetary
assets and liabilities denominated in foreign currencies. These foreign exchange forward contracts typically have maturities of approximately one to seven
months. The outstanding non-designated derivative instruments are carried at fair value. Changes in the fair value of these derivatives, which were recorded in
Other expense, net within the Condensed Consolidated Statements of Operations, were not material during the three and six months ended June 30, 2023 and
June 30, 2022.
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Note S. Other Financial Information
Total Inventory
Total inventory consisted of the following (in millions):
As of
June 30, December 31,
2023 2022

Production and service materials $ 6838 § 479.6
Finished goods 274.1 163.3

Total inventory $ 9579 § 642.9
Reported as:

Inventory $ 9257 $ 619.4

Other long-term assets ! 322 23.5

Total inventory $ 9579 § 642.9

M Long-term inventory balance classified as other long-term assets in the Company's Condensed Consolidated Balance Sheets consists of last time buy component inventory to
be consumed beyond twelve months.

Prepaid Expenses and Other Current Assets

Prepaid expenses and other current assets consisted of the following (in millions):

As of
June 30, December 31,
2023 2022
Contract manufacturer deposits $ 403.0 $ 434.7
Prepaid expenses 130.2 104.3
Other current assets 149.5 141.0
Total prepaid expenses and other current assets $ 682.7 § 680.0

Warranties

Changes during the six months ended June 30, 2023 in the Company’s warranty reserve as reported within other accrued liabilities in the Condensed
Consolidated Balance Sheets were as follows (in millions):

Balance as of December 31, 2022 $ 29.5
Provisions made during the period 15.7
Actual costs incurred during the period (16.0)

Balance as of June 30, 2023 $ 29.2
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Deferred Revenue

Details of the Company's deferred revenue, as reported in the Condensed Consolidated Balance Sheets, were as follows (in millions):

As of
June 30, December 31,
2023 2022
Deferred product revenue $ 913 § 108.8
Deferred service revenue 1,673.9 1,554.3
Total $ 1,765.2 $ 1,663.1
Reported as:
Current $ 1,037.9 $ 1,020.5
Long-term 727.3 642.6
Total $ 1,765.2 $ 1,663.1
Revenue

See Note 10, Segments, for disaggregated revenue by customer solution, customer vertical, and geographic region.

Product revenue of $18.1 million and $37.3 million included in deferred revenue at January 1, 2023 were recognized during the three and six months ended
June 30, 2023, respectively. Service revenue of $252.6 million and $567.8 million included in deferred revenue at January 1, 2023 were recognized during the
three and six months ended June 30, 2023, respectively.

Remaining Performance Obligations
Remaining Performance Obligations ("RPO") are comprised mainly of deferred product and service revenue, and to a lesser extent, unbilled service revenue
from non-cancellable contracts for which the Company has not invoiced and has an obligation to perform, and for which revenue has not yet been recognized

in the financial statements. The Company's RPO does not include backlog.

The following table summarizes the breakdown of RPO as of June 30, 2023 and when the Company expects to recognize the amounts as revenue (in millions):

Revenue Recognition Expected by Period

Total Less than 1 year 1-3 years More than 3 years
Product $ 946 $ 774 $ 138 $ 34
Service 1,685.2 972.1 543.3 169.8
Total $ 1,779.8 $ 1,049.5 3 557.1 $ 173.2

Deferred Contract Cost

The Company capitalizes direct and incremental costs incurred to acquire contracts, primarily sales commissions, for which the associated revenue is expected
to be recognized in future periods. The Company incurs these costs in connection with both initial contracts and renewals. These costs are initially deferred,
recorded as prepaid expenses and other current assets or other long-term assets, and are amortized over a period of benefit, which is typically over the term of
the customer contracts or when product is delivered and revenue recognized. Commission expense is included in sales and marketing expenses in the
accompanying Condensed Consolidated Statements of Operations.

Deferred contract cost was $43.8 million as of June 30, 2023. For the three and six months ended June 30, 2023, amortization expense associated with the
deferred commissions was $13.1 million and $21.2 million respectively, and there were no impairment charges recognized.
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Other Expense, Net
Other expense, net, consisted of the following (in millions):

Three Months Ended June 30, Six Months Ended June 30,

2023 2022 2023 2022
Interest income $ 1.7 $ 33 § 212 $ 59
Interest expense (19.7) (13.4) (38.9) (25.9)
Gain (loss) on other investments, net (1) 1.2 5.7) 1.9 (9.0)
Other (0.6) 1.8 0.4) 2.1
T —— S 74 3 (140) 3 (162) $ (269)

(@ Other investments represent fixed income securities and equity investments with readily determinable fair value.
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Note 6. Restructuring Charges
During the first half of 2023, the Company initiated a restructuring plan designed to realign its workforce with the Company's sales strategy and enable
reinvestment in certain key priority areas, which resulted in workforce reductions and contract termination costs. As of June 30, 2023, activities under the

Company's approved restructuring plan are expected to be substantially completed by the end of 2023.

The following table provides a summary of changes in the restructuring liabilities (in millions):

Cash June 30,
December 31, 2022 Charges Payments Other 2023
Severance $ 30 § 72 % 335 $ — $ 6.7
Contract terminations and facility exit-related 3.1 8.8 4.0) 1.4 9.3
Total $ 6.1 $ 160 $ 7.5 $ 14 $ 16.0
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Note 7. Debt
Debt

The following table summarizes the Company's total debt (in millions, except percentages):

As of
June 30, December 31,
Maturity Date Effective Interest Rates 2023 2022

Senior Notes:

1.200% fixed-rate notes December 2025 1.37% $ 400.0 $ 400.0

3.750% fixed-rate notes August 2029 3.86 % 500.0 500.0

2.000% fixed-rate notes December 2030 2.12 % 400.0 400.0

5.950% fixed-rate notes March 2041 6.03 % 400.0 400.0

Total Notes 1,700.0 1,700.0
Unaccreted discount and debt issuance costs (10.4) (11.3)
Hedge accounting fair value adjustments® (87.0) (87.4)
Total $ 1,602.6 $ 1,601.3

) Represents the fair value adjustments for interest rate swaps with an aggregate notional amount of $600.0 million. These interest rate swaps convert the fixed interest rates

of certain Notes to floating interest rates and are designated as fair value hedges. See Note 4, Derivative Instruments, for a discussion of the Company's interest rate swaps.

The Notes above are the Company’s senior unsecured and unsubordinated obligations, ranking equally in right of payment to all of the Company’s existing and
future senior unsecured and unsubordinated indebtedness, and senior in right of payment to any of the Company’s future indebtedness that is expressly
subordinated to the Notes.

Interest on the Notes is payable in cash semiannually. The effective interest rates for the Notes include the interest on the Notes, accretion of the discount, and
amortization of issuance costs. The indenture and the supplemental indentures (together, the "indentures") that govern the Notes also contain various covenants,
including limitations on the Company's ability to incur liens or enter into sale-leaseback transactions over certain dollar thresholds.

As of June 30, 2023, the Company was in compliance with all covenants in the indentures governing the Notes.

Revolving Credit Facility

In June 2023, the Company entered into a new credit agreement with certain institutional lenders that provides for a five-year $500.0 million unsecured
revolving credit facility (the "Revolving Credit Facility"), with an option to increase the Revolving Credit Facility by up to an additional $200.0 million,
subject to the lenders' approval. Proceeds of loans made under the Revolving Credit Facility may be used by the Company for general corporate purposes. The
Revolving Credit Facility will terminate in June 2028, subject to two one-year maturity extension options, on the terms and conditions set forth in the credit
agreement. As of June 30, 2023, there were no amounts outstanding under the Revolving Credit Facility. The Revolving Credit Facility replaced the previous
$500.0 million revolving credit facility entered into in April 2019, which was scheduled to expire in April 2024, but was terminated concurrently with the
establishment of the new credit agreement. The previous revolving credit facility had no outstanding balance at termination.

Revolving loans will bear interest, at the Company’s option, at either (i) a per annum rate equal to (x) with respect to borrowings in U.S. dollars, the adjusted
term Secured Overnight Financing Rate ("SOFR"), (y) with respect to borrowings in Euros, the adjusted Euro Interbank Offered Rate ("EURIBOR"), and (z)
with respect to borrowings in pounds sterling, daily simple Sterling Overnight Index Average ("SONIA"), in each case, plus a margin of between 0.875% and
1.500%, depending on the Company’s public debt rating, or (ii) with respect to borrowings in U.S. dollars, a per annum rate equal to the Base Rate plus a
margin of between 0.000% and 0.500%, depending on the Company’s public debt rating. Base Rate is defined as the greatest of (A) the Wall Street Journal
prime rate, (B) the greater of the U.S. federal funds rate and the overnight bank funding
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rate plus 0.500% and (C) the adjusted term SOFR for a period of one month plus 1.00%. The Revolving Credit Facility also requires payment of a commitment
fee on undrawn amounts at a rate of 0.075% to 0.225%, depending on the Company’s public debt rating.

The Revolving Credit Facility requires the Company to maintain a leverage ratio no greater than 3.0x (provided that if a material acquisition has been
consummated, the Company is permitted to maintain a leverage ratio no greater than 3.5x for up to four quarters). As of June 30, 2023, the Company was in
compliance with all covenants in the credit agreement.
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Note 8. Equity

The following table summarizes dividends paid and stock repurchases under the Company's stock repurchase program (in millions, except per share amounts):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Dividends:
Per share $ 022 $ 021 $ 044 $ 0.42
Amount $ 699 § 673 $ 140.5 $ 134.8
Repurchased under the 2018 Stock Repurchase Program:
Shares 4.1 3.1 8.6 6.3
Average price per share $ 2923 § 32.16 $ 3026 $ 33.38
Amount $ 1200 $ 100.0 $ 260.0 $ 212.2

Cash Dividends on Shares of Common Stock

During the three and six months ended June 30, 2023, the Company declared and paid a quarterly cash dividend of $0.22 per common share, totaling $69.9
million and $140.5 million, respectively, on its outstanding common stock. Any future dividends, and the establishment of record and payment dates, are
subject to approval by the Board of Directors of Juniper or an authorized committee thereof. See Note 14, Subsequent Events, for discussion of the Company's
dividend declaration subsequent to June 30, 2023.

Stock Repurchase Activities

During the six months ended June 30, 2023, the Company repurchased 8.6 million shares of its common stock in the open market at an average price of $30.26
per share for an aggregate purchase price of $260.0 million under the 2018 Stock Repurchase Program.

As of June 30, 2023, there was approximately $0.3 billion of authorized funds remaining under the 2018 Stock Repurchase Program.

Future share repurchases under the 2018 Stock Repurchase Program will be subject to a review of the circumstances at that time and will be made from time to
time in private transactions or open market purchases as permitted by securities laws and other legal requirements.

In addition to repurchases under the 2018 Stock Repurchase Program, the Company also withholds shares of common stock from certain employees in
connection with the vesting of stock awards issued to such employees to satisfy applicable tax withholding requirements. Such withheld shares are treated as
common stock repurchases in the Company's financial statements as they reduce the number of shares that would have been issued upon vesting. During the six
months ended June 30, 2023 and June 30, 2022, repurchases associated with tax withholdings were $11.4 million and $14.1 million, respectively.
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Accumulated Other Comprehensive Income, Net of Tax

The components of accumulated other comprehensive income, net of related taxes, for the six months ended June 30, 2023 were as follows (in millions):

Unrealized Unrealized Foreign
Gains/Losses Gains/Losses Currency
on Available-for- on Cash Flow Translation
Sale Debt Securities Hedges Adjustments Total
Balance as of December 31, 2022 $ 21.8 $ 615 $ (79.1) $ 4.2
Other comprehensive income before reclassifications 3.7 7.1 1.7 12.5
Amount reclassified from accumulated other comprehensive income — 14.4 — 14.4
Other comprehensive income, net 3.7 21.5 1.7 26.9
Balance as of June 30, 2023 $ 255 % 83.0 $ 77.4) $ 31.1
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Note 9. Employee Benefit Plans
Equity Incentive Plans

The Company has stock-based compensation plans pursuant to which it has granted stock options, restricted stock units (“RSUs”), and performance share
awards (“PSAs”). The Company also maintains its 2008 Employee Stock Purchase Plan (the “ESPP”) for all eligible employees. In May 2023, the Company's
stockholders approved an additional 7.0 million shares of common stock for issuance under the Company's 2015 Equity Incentive Plan. As of June 30, 2023,
7.8 million and 4.9 million shares were available for future issuance under the Company's 2015 Equity Incentive Plan and the ESPP, respectively. In connection
with past acquisitions, the Company has also assumed or substituted stock options, RSUs, restricted stock awards ("RSAs"), and PSAs.

RSU, RSA, and PSA Activities

The Company’s RSU, RSA, and PSA activities and related information as of and for the six months ended June 30, 2023 were as follows (in millions, except
per share amounts and years):

Outstanding RSUs, RSAs, and PSAs

Weighted Average
Weighted Average Remaining Aggregate
Grant Date Fair Contractual Term Intrinsic
Number of Shares Value per Share (In Years) Value

Balance as of December 31, 2022 202 $ 26.78

Granted® 3.4 30.70

Vested 2.3) 26.52

Canceled (1.1) 25.72
Balance as of June 30, 2023 202 g 27.53 10 8 635.4

™ Includes 1.6 million service-based, 1.4 million performance-based, and 0.4 million market-based awards. The number of shares subject to performance-based and market-
based conditions represents the aggregate maximum number of shares that may be issued pursuant to the award over its full term. The grant date fair value of RSUs and
PSAs was reduced by the present value of dividends expected to be paid on the underlying shares of common stock during the requisite and derived service period as these
awards are not entitled to receive dividends until vested.

Employee Stock Purchase Plan

The following table summarizes employee stock purchases through the ESPP (in millions, except per share amounts):
Six Months Ended June 30,
2023 2022
Shares purchased 1.3 1.4
Average exercise price per share $ 2344 $ 20.07
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Share-Based Compensation Expense

Share-based compensation expense associated with stock options, RSUs, RSAs, PSAs, and ESPP purchase rights was recorded in the following cost and
expense categories in the Condensed Consolidated Statements of Operations (in millions):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Cost of revenues - Product $ 1.7 $ 1.2 34 $ 2.6
Cost of revenues - Service 4.7 3.7 9.4 8.2
Research and development 26.1 19.3 51.8 35.9
Sales and marketing 19.4 12.4 38.0 24.9
General and administrative 10.1 10.6 20.3 20.8
Total $ 620 $ 472 % 1229 $ 92.4

The following table summarizes share-based compensation expense by award type (in millions):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Stock options $ 0.6 $ 1.6 $ 14 8 3.1
RSUs, RSAs, and PSAs 54.9 40.9 107.9 79.4
ESPP purchase rights 6.5 4.7 13.6 9.9
Total $ 620 $ 472 § 1229 § 92.4

As of June 30, 2023, the total unrecognized compensation cost related to unvested share-based awards was $337.1 million to be recognized over a weighted-
average period of 1.75 years.
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Note 10. Segments
The Company operates in one reportable segment. The Company's Chief Executive Officer, who is the chief operating decision maker, reviews financial
information presented on a consolidated basis for purposes of allocating resources and evaluating financial performance, accompanied by disaggregated

information about net revenues by customer solution, customer vertical, and geographic region as presented below.

The following table presents net revenues by customer solution (in millions):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Customer Solutions:
Automated WAN Solutions $ 4746 $ 4629 $ 949.1 $ 853.6
Cloud-Ready Data Center 200.3 200.9 393.9 389.7
Al-Driven Enterprise 371.1 2273 688.1 4413
Hardware Maintenance and Professional Services 384.1 378.5 770.8 753.2
Total $ 1,430.1 $ 1,269.6 $ 2,801.9 $ 2,437.8
The following table presents net revenues by customer vertical (in millions):
Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Cloud $ 3110 $ 331.0 $ 5759 $ 638.0
Service Provider 473.6 470.8 1,023.5 898.8
Enterprise 645.5 467.8 1,202.5 901.0
Total $ 1,430.1 $ 1,269.6 $ 2,801.9 $ 2,437.8

The Company attributes revenues to a geographic region based on the customer’s shipping address. The following table presents net revenues by geographic
region (in millions):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Americas:
United States $ 7763 $ 691.0 $ 1,509.9 $ 1,294.6
Other 72.3 57.6 137.2 109.0
Total Americas 848.6 748.6 1,647.1 0 1,403.6
Europe, Middle East, and Africa 354.6 337.2 724.5 671.1
Asia Pacific 226.9 183.8 430.3 363.1
Total $ 1,430.1 $ 1,269.6 $ 2,801.9 $ 2,437.8

For the three and six months ended June 30, 2023 and June 30, 2022, no customer accounted for more than 10% of total net revenues.
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Note 11. Income Taxes

The following table provides details of income taxes (in millions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
Income before income taxes $ 41.5 $ 145.5 $ 148.6 $ 191.1
Income tax provision $ 15.0 $ 316 S 346 § 21.5
Effective tax rate 36.2 % 21.7 % 233 % 11.3 %

The Company’s effective tax rate differs from the federal statutory rate of 21% primarily due to the tax impact of state taxes, geographic mix of earnings
including foreign-derived intangible income deductions and the capitalization of research and development ("R&D") expenditures, R&D and foreign tax
credits, tax audit settlements, non-deductible compensation, cost sharing of stock-based compensation, and other transfer pricing adjustments.

The Company’s effective tax rate for the six months ended June 30, 2023 increased primarily due to tax expense on adjustments for certain privately-held
investments.

The Company’s effective tax rate for the six months ended June 30, 2022 includes the net effect of the gain recognized on divestiture of the Company's silicon
photonics business, one-time benefits from tax legislative changes, and excess tax benefits associated with stock-based compensation.

As of June 30, 2023, the current domestic tax payable was $269.2 million. This is primarily composed of the current year federal tax accrual and transition tax
installment for which payment has been postponed until October 2023 in accordance with a current year Internal Revenue Service announcement.

As of June 30, 2023, the total amount of gross unrecognized tax benefits was $117.8 million.
The Company engages in continuous discussions and negotiations with tax authorities regarding tax matters in various jurisdictions. There is a greater than
remote likelihood that the balance of the gross unrecognized tax benefits will decrease by up to $45.6 million within the next twelve months due to the

completion of tax review cycles in various tax jurisdictions and lapses of applicable statutes of limitation.

The Company is currently under examination by the Internal Revenue Service and the India tax authorities for the 2017 through 2018 tax years and the 2012
through 2020 tax years, respectively.
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The Company computed basic and diluted net income per share as follows (in millions, except per share amounts):

Numerator:
Net income
Denominator:

Weighted-average shares used to compute basic net income per
share

Dilutive effect of employee stock awards

Weighted-average shares used to compute diluted net income per
share

Net income per share:
Basic

Diluted

Anti-dilutive shares

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 2023 2022
244 3 113.4 109.8 § 169.1
319.3 321.0 320.8 321.1
6.7 7.1 6.8 8.2
326.0 328.1 327.6 329.3
0.08 $ 0.35 0.34 0.53
0.07 $ 0.35 0.34 0.51
3.9 2.9 3.8 1.2
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Note 13. Commitments and Contingencies
Commitments

Except for the items below, there have been no material changes to the Company's commitments compared to the commitments described in Note 15,
Commitments and Contingencies, in Notes to Consolidated Financial Statements in Item § of Part II of the Form 10-K.

Purchase Commitments with Contract Manufacturers and Suppliers

In order to reduce manufacturing lead times and in the interest of having access to adequate component supply, the Company enters into agreements with
contract manufacturers and certain suppliers to procure inventory based on the Company's requirements. A significant portion of the Company's purchase
commitments arising from these agreements consists of firm and non-cancelable commitments. In certain instances, these agreements allow the Company the
option to cancel, reschedule, and adjust its requirements based on the Company's business needs prior to firm orders being placed. These purchase
commitments totaled $1,732.3 million as of June 30, 2023.

Legal Proceedings

In the ordinary course of business, the Company is subject to various pending and potential investigations, disputes, litigations, and legal proceedings. The
Company records an accrual for loss contingencies for legal proceedings when it believes that an unfavorable outcome is both (a) probable and (b) the amount
or range of any possible loss is reasonably estimable. The Company intends to aggressively defend itself in any legal matters, and while the outcome of any
pending matters is not currently determinable, the Company believes that none of its currently existing claims or proceedings are likely, individually or in the
aggregate, to have a material adverse effect on its financial position. Notwithstanding the foregoing, there are many uncertainties associated with any litigation
and these matters or any other third-party claims against the Company may cause the Company to incur costly litigation and/or substantial settlement charges.
In addition, the resolution of any intellectual property litigation may require the Company to make royalty payments, which could adversely affect gross
margins in future periods. If any of these events were to occur, the Company's business, financial condition, results of operations, and cash flows could be
adversely affected. The actual liability in any such matters may be materially different from the Company's estimates, if any, which could result in the need to
adjust the liability and record additional expenses.

Tax Liability

Our transition tax liability represents future cash payments on accumulated foreign earnings of subsidiaries as a result of the Tax Cuts and Jobs Act of 2017
("Tax Act"). The Company has elected to pay its transition tax, net of applicable tax refunds, over the eight-year period provided in the Tax Act. The remaining
balance of the Company's transition tax obligation was $250.6 million, of which $113.4 million remains in long-term income taxes payable as of June 30, 2023.
As of June 30, 2023, the Company also had $83.7 million included in long-term income taxes payable on the Condensed Consolidated Balance Sheets for

unrecognized tax positions. At this time, the Company is unable to make a reasonably reliable estimate of the timing of payments related to this amount due to
uncertainties in the timing of tax audit outcomes.
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Juniper Networks, Inc.

Notes to Condensed Consolidated Financial Statements (Continued)
(Unaudited)
Note 14. Subsequent Events
Dividend Declaration

On July 27, 2023, the Company announced a cash dividend of $0.22 per share of common stock to be paid on September 22, 2023 to stockholders of record as
of the close of business on September 1, 2023.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

This Quarterly Report on Form 10-Q, which we refer to as the Report, including “Management’s Discussion and Analysis of Financial Condition and Results
of Operations,” contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 regarding future events and
the future results of Juniper Networks, Inc., which we refer to as “Juniper Networks,” “Juniper,” “we,” “us,” or the “Company,” that are based on our
current expectations, estimates, forecasts, and projections about our business, economic, and market outlook, our results of operations, the industry in which
we operate, and the beliefs and assumptions of our management. All statements other than statement of historical facts are statements that could be deemed to
be forward-looking statements. Words such as ‘“expects,” “anticipates,” “targets,” ‘“goals,” “projects,” “would, will, could,” “may,” “intends,”
“plans,” “believes,” “seeks,” ‘“estimates,” variations of such words, and similar expressions are intended to identify such forward-looking statements.
Forward-looking statements by their nature address matters that are, to different degrees, uncertain, and these forward-looking statements are only predictions
and are subject to risks, uncertainties, and assumptions that are difficult to predict, including the impact of current worldwide economic uncertainty, inflation,
monetary policy shifts, recession risks, and other disruptions due to geopolitical conditions and global health emergencies, continuing supply chain challenges,
and our ability to successfully manage the associated demand, supply, and operational impacts, such as excess inventory, as well as our expectations regarding
backlog, customer and product mix, changes in overall technology spending by our customers, the timing of orders and their fulfillment, business and economic
conditions in the networking industry, and our overall future prospects. Therefore, actual results may differ materially and adversely from those expressed in
any forward-looking statements. Factors that might cause or contribute to such differences include, but are not limited to, those discussed in this Report under
the section entitled “Risk Factors” in Item 1A of Part Il and elsewhere, and in other reports we file with the U.S. Securities and Exchange Commission, or the
SEC. In addition, many of the foregoing risks and uncertainties are, and could be, exacerbated by any worsening of the global business, financial, political,
and economic environments. While forward-looking statements are based on reasonable expectations of our management at the time that they are made, you
should not rely on them. We undertake no obligation to revise or update publicly any forward-looking statements for any reason, except as required by
applicable law.

» o« » o« » e

>

The following discussion is based upon our unaudited Condensed Consolidated Financial Statements included in Part I, Item 1, of this Report. We intend the
discussion of our financial condition and results of operations to provide information that will assist the reader in understanding our Condensed Consolidated
Financial Statements, the changes in certain key items in those financial statements from year to year, and the primary factors that accounted for those changes,
as well as how certain accounting estimates affect our Condensed Consolidated Financial Statements. To aid in understanding our operating results for the
periods covered by this Report, we have provided an executive overview, which includes a summary of our business and market environment along with a
financial results and key performance metrics overview and a discussion of material events and uncertainties known to management. These sections should be
read in conjunction with the more detailed discussion and analysis of our condensed consolidated financial condition and results of operations in this Item 2,
our “Risk Factors” section included in Item 1A of Part II of this Report, and our unaudited Condensed Consolidated Financial Statements and Notes included in
Item 1 of Part I of this Report, as well as our audited Consolidated Financial Statements and Notes included in Item 8 of Part II of our Annual Report on Form
10-K for the fiscal year ended December 31, 2022, or Form 10-K.

Business and Market Environment

Juniper Networks designs, develops, and sells products and services for high-performance networks to enable customers to build scalable, reliable, secure, and
cost-effective networks for their businesses, while achieving agility and improved operating efficiency through automation. We sell our solutions in more than
150 countries in three geographic regions: Americas; Europe, Middle East, and Africa, which we refer to as EMEA; and Asia Pacific, which we refer to as
APAC. We organize and manage our business by major functional departments on a consolidated basis as one operating segment.

Our true north is experience-first networking to help our customers achieve their business outcomes. We sell high-performance networking product offerings
within the following customer solution categories: Al-Driven Enterprise, Automated WAN Solutions, and Cloud-Ready Data Center, and our connected

security products are sold in each category.

*  Al-Driven Enterprise encompasses client-to-cloud portfolio, cloud-delivered campus wired and wireless solutions of Mist and EX switches, and our
SD-WAN portfolio, which includes Session Smart Router, Branch SRX and Network Access Control solutions.

33



Table of Contents

e Automated WAN Solutions includes MX and PTX product lines, and the ACX product line targeting the Metro market. It also includes Paragon
Active Assurance, formerly known as Netrounds, which is now part of Paragon Automation, our WAN Automation suite.

*  Cloud-Ready Data Center includes QFX product line, Apstra and Contrail product lines, along with our high-end security portfolio of SRX, targeting
data center security for service provider, cloud, and enterprise.

In addition to our product offerings, we offer software-as-a-service ("SaaS"), software subscriptions, and other customer services, including maintenance and
support, professional services, and education and training programs.

Our products and services address high-performance network requirements for our customers within our verticals: Cloud, Service Provider, and Enterprise who
view the network as critical to their success. We believe our silicon, systems, and software represent innovations that transform the economics and experience
of networking, helping our customers achieve superior performance, greater choice, and flexibility, while reducing overall total cost of ownership. We are
executing against our innovation roadmap as each of our industry verticals transitions to cloud architectures. We focus on compelling and differentiated use
cases targeting the Al-Driven Enterprise, Automated WAN Solutions, and Cloud-Ready Data Center solution categories. We believe our understanding of high-
performance networking technology and cloud architecture positions us to effectively capitalize on the industry transition to more automated, cost-efficient,
and scalable networks.

Global Component Shortage Update

We have a global supply chain, which is primarily composed of manufacturing partners, component suppliers, and third-party logistics partners. In prior
periods, global supply chain constraints and component parts shortages resulted in extended lead times of certain products to our customers and impacted the
volume of products we were able to deliver, which negatively impacted our ability to recognize revenue. These shortages also resulted in elevated component
costs, logistics costs, and inventory balances, which had a negative impact on our gross margin and operating cash flows. While industry-wide supply
constraints for certain components remain, we continued to see an overall improvement of such constraints in the second quarter of 2023. Our extended lead
times and elevated component and logistic costs also continued to improve during the second quarter of 2023. We continue to execute on our risk mitigation
plan to resolve any remaining challenges and to further enhance our supply chain resiliency.

The strength in previous product orders was caused in-part by certain customers placing orders early in an effort to secure supply due to global component
shortages. As a result, we experienced significantly elevated backlog' levels in fiscal 2021 and 2022. In the first half of 2023, we saw a decline in product
orders as our customers consumed previously placed orders and normalized their buying patterns. We expect our backlog to continue to decline in 2023 while
remaining at elevated levels, due to customer delivery schedules or residual supply chain challenges.

While the situation is dynamic, we expect continued weakness in ordering as customers consume previously placed orders, and projects get pushed out to
future periods due to the current macroeconomic environment. Our overall performance also depends in-part on worldwide economic conditions, including
inflation, monetary policy shifts, recession risks, and other disruptions due to geopolitical conditions and the impacts of such conditions on our customers. See
the section entitled “Risk Factors” in Item 1A of Part II of this Report for further discussion.

! Backlog consists of confirmed orders for product expected to be shipped to our distributors, resellers, or end-customers within the next twelve months. The following amounts
are not included in our backlog: (1) deferred revenue, (2) unbilled contract revenue, (3) all service obligations, including software as a service (SaaS), and (4) certain future
revenue adjustments for items such as sales return reserves and early payment discounts.
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Financial Results and Key Performance Metrics Overview

The following table provides an overview of our financial results and key financial metrics (in millions, except per share amounts, percentages, and days sales
outstanding, or DSO):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 $ Change % Change 2023 2022 $ Change % Change
Net revenues $ 1,430.1 $  1,269.6 $ 160.5 13% $ 2,801.9 $ 24378 $ 364.1 15 %
Gross margin $ 813.1 $ 694.1 $ 119.0 17% $ 1,5843 $ 11,3435 $ 240.8 18 %
Percentage of net revenues 56.9 % 54.7 % 56.5 % 55.1%
Operating income $ 141.1 $ 107.8 $ 333 31% $ 256.8 $ 166.3 $ 90.5 54 %
Percentage of net revenues 9.9 % 85 % 9.2 % 6.8 %
Net income $ 244 $ 113.4 $ (89.0) (78)% $ 109.8 $ 169.1 $ (59.3) (35)%
Percentage of net revenues 1.7 % 89 % 3.9 % 6.9 %
Net income per share:
Basic $ 0.08 $ 0.35 $ (0.27) 7% $ 0.34 $ 0.53 $ (0.19) 36)%
Diluted $ 0.07 $ 0.35 $ (0.28) 80)% $ 0.34 $ 0.51 $ 0.17) (33)%
Operating cash flows $ 534.5 $ (73.8) $ 608.3 (824)%
Stock repurchase plan activity $ 120.0 $ 100.0 $ 20.0 20% $ 260.0 $ 212.2 $ 47.8 23 %
Cash _ dividends  declared  per g 022 $ 021 S 001 5% $ 044 $ 042 $ 002 5%
DSO 57 74 17) (23)%
As of
June 30, December 31,
2023 2022 $ Change % Change
Deferred revenue:
Deferred product revenue $ 91.3 $ 108.8 $ (17.5) 16)%
Deferred service revenue 1,673.9 1,554.3 119.6 8%
Total $ 1,765.2 $ 1,663.1 $ 102.1 6 %

Deferred revenue from customer

solutions™ $ 680.3 $ 632.8 $ 47.5 8 %
Deferred revenue from hardware

maintenance and professional

services 1,084.9 1,030.3 54.6 5%

Total § 17652 $ 1,663.1 $ 102.1 6 %

® Includes deferred revenue from hardware solutions, software licenses, software support and maintenance, and SaaS offerings sold in our Automated WAN Solutions, Cloud-
Ready Data Center, and Al-Driven Enterprise customer solution categories.

®  Net Revenues: Net revenues increased during the three and six months ended June 30, 2023, compared to the same periods in 2022, driven by the
Enterprise and Service Provider verticals, partially offset by decline in the Cloud vertical. The growth in the Enterprise vertical was driven by the
growth in all customer solutions, and the growth in the Service Provider vertical was primarily driven by Automated WAN Solutions and Al-Driven
Enterprise. The decline in the Cloud vertical was primarily due to Cloud-Ready Data Center and Automated WAN Solutions. Service net revenues
increased during the three and six months ended June 30, 2023, compared to the same periods in 2022, primarily driven by strong sales of SaaS and
software subscriptions.

Of our top ten customers for the second quarter of 2023, six were in Cloud, three were in Service Provider, and one was in Enterprise. All of these
customers were located in the U.S.
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*  Gross Margin: Gross margin as a percentage of net revenues increased primarily due to the easing of elevated logistics and other supply chain costs
and pricing actions.

*  Operating Margin: Operating income as a percentage of net revenues increased primarily due to higher revenue and the drivers described in the gross
margin discussion above, partially offset by higher personnel-related expenses driven by an increase in headcount.

*  Operating Cash Flows: Net cash provided by operations was $534.5 million during the six months ended June 30, 2023, while net cash used in
operations was $73.8 million during the six months ended June 30, 2022. The increase in operating cash inflows was primarily due to higher customer
collections and lower cash taxes, partially offset by higher supplier payments.

*  Capital Return: We continue to return capital to our stockholders. During the six months ended June 30, 2023, we repurchased 8.6 million shares of
our common stock in the open market at an average price of $30.26 per share for an aggregate purchase price of $260.0 million. During the three and
six months ended June 30, 2023, we paid a quarterly dividend of $0.22 per share, for an aggregate amount of $69.9 million and $140.5 million,
respectively.

*  DSO: DSO is calculated as the ratio of ending accounts receivable, net of allowances, divided by average daily net revenues for the preceding 90 days.
DSO decreased primarily due to improved invoicing linearity and higher revenue.

*  Deferred Revenue: Total deferred revenue increased as of June 30, 2023, compared to December 31, 2022, primarily driven by the timing of contract
renewals and increase in deferrals of SaaS and software license subscriptions.

Critical Accounting Estimates

The preparation of financial statements and related disclosures in conformity with U.S. GAAP requires us to make judgments, assumptions, and estimates that
affect the amounts reported in the Condensed Consolidated Financial Statements and the accompanying notes. On an ongoing basis, we evaluate our estimates
and assumptions. These estimates and assumptions are based on current facts, historical experience, and various other factors that we believe are reasonable

under the circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities.

During the six months ended June 30, 2023, there were no material changes to our critical accounting estimates as compared to the critical accounting estimates
disclosed in Management's Discussion and Analysis of Financial Condition and Results of Operations contained in Part II, Item 7 of our Form 10-K.
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Results of Operations

Revenues

The following table presents net revenues by customer solution, customer vertical, and geographic region (in millions, except percentages):

Customer Solutions:

Automated WAN Solutions
Percentage of net revenues

Cloud-Ready Data Center

Percentage of net revenues

Al-Driven Enterprise

Percentage of net revenues

Hardware Maintenance and
Professional Services

Percentage of net revenues

Total net revenues

Cloud

Percentage of net revenues
Service Provider
Percentage of net revenues
Enterprise

Percentage of net revenues

Total net revenues

Americas:

United States

Other

Total Americas
Percentage of net revenues
EMEA
Percentage of net revenues
APAC
Percentage of net revenues

Total net revenues

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 $ Change % Change 2023 2022 $ Change % Change
$ 474.6 $ 462.9 $ 11.7 3% $ 949.1 $ 853.6 $ 95.5 11 %
332 % 36.5 % 33.9% 35.0 %
200.3 200.9 (0.6) — % 393.9 389.7 4.2 1%
14.0 % 15.8% 14.1 % 16.0 %
371.1 227.3 143.8 63 % 688.1 441.3 246.8 56 %
25.9% 17.9% 24.6 % 18.1%
384.1 378.5 5.6 1% 770.8 753.2 17.6 2%
26.9 % 29.8 % 274 % 30.9 %
$ 14301 $ 12696 $ 1605 13% $ 28019 $ 24378 $  364.1 15 %
$ 3110 $ 3310  $  (20.0) 6)% $ 5759  § 638.0 $  (62.1) (10)%
21.8% 26.1 % 20.6 % 26.2 %
473.6 470.8 2.8 1% 1,023.5 898.8 124.7 14 %
33.1 % 37.1 % 36.5 % 36.8 %
645.5 467.8 177.7 38 % 1,202.5 901.0 301.5 33%
45.1 % 36.8 % 42.9% 37.0 %
$  1,430.1 $ 1,269.6 $ 160.5 13% $ 2,801.9 § 24378 $ 364.1 15 %
$ 776.3 $ 691.0 $ 85.3 12% § 1,509.9 $ 1,294.6 $ 215.3 17 %
723 57.6 14.7 26 % 137.2 109.0 28.2 26 %
848.6 748.6 100.0 13 % 1,647.1 1,403.6 243.5 17 %
593 % 59.0% 58.8% 57.6 %
354.6 337.2 17.4 5% 724.5 671.1 534 8%
24.8 % 26.6 % 25.9% 27.5%
226.9 183.8 43.1 23 % 430.3 363.1 67.2 19 %
15.9 % 144 % 15.3 % 14.9 %
$ 14301 $ 12696 $ 1605 13% $ 28019 $ 24378 $§  364.1 15 %

Three Months Ended June 30, 2023 compared with the Three Months Ended June 30, 2022

Total net revenues increased primarily due to increases in Al-Driven Enterprise and Automated WAN Solutions, mainly driven by higher sales volume, and to a
lesser extent, list-price modifications that we made in 2022.

The Al-Driven Enterprise revenue increased across all verticals.

The Automated WAN Solutions revenue increase was primarily driven by Enterprise and Service Provider, partially offset by a decline in Cloud.
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Six Months Ended June 30, 2023 compared with the Six Months Ended June 30, 2022

Total net revenues increased across all customer solutions, mainly driven by higher sales volume, and to a lesser extent, list-price modifications that we made
in 2022.

The Al-Driven Enterprise revenue increased across all verticals.
The Automated WAN Solutions revenue increase was primarily driven by Service Provider and Enterprise, partially offset by a decline in Cloud.
The Cloud-Ready Data Center revenue increase was primarily driven by Enterprise, partially offset by a decline in Cloud.

Also, software and security products and services represent key areas of our strategic focus that are critical components to our business success. Software and
related service offerings include revenue from software license, software support and maintenance and SaaS contracts. Total security offerings include revenue
from our complete portfolio of hardware and software security products, including SD-WAN solutions, as well as services related to our security solutions.

The following table presents net revenues from software and security products and services (in millions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 $ Change % Change 2023 2022 $ Change % Change
Software and Related Services $ 318.3 $ 2134 $ 104.9 49% $ 550.5 $ 441.5 $ 109.0 25 %
Percentage of net revenues 223 % 16.8 % 19.6 % 18.1 %
Total Security $ 167.6 $ 158.6 $ 9.0 6% $ 349.2 $ 319.6 $ 29.6 9 %
Percentage of net revenues 11.7 % 12.5 % 12.5% 13.1%

Gross Margins

The following table presents gross margins (in millions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 $ Change % Change 2023 2022 $ Change % Change

Product gross margin $ 492.5 $ 407.9 $ 84.6 21% $ 9502  $ 7737 $ 176.5 23 %
Percentage of product revenues 51.1% 48.6 % 50.7 % 48.8 %
Service gross margin 320.6 286.2 344 12 % 634.1 569.8 64.3 11 %
Percentage of service revenues 68.7 % 66.6 % 68.5 % 66.7 %

Total gross margin $ 813.1 $ 694.1 $ 119.0 17% $ 1,584.3 $  1,3435 $ 240.8 18 %

Percentage of net revenues 56.9 % 54.7 % 56.5 % 55.1%

Our gross margins as a percentage of net revenues have been and will continue to be affected by a variety of factors, including general inflationary pressures,
the mix and average selling prices of our products and services, new product introductions and enhancements, manufacturing, component and logistics costs,
expenses for inventory obsolescence and warranty obligations, cost of support and service personnel, customer mix as we continue to expand our footprint with
certain strategic customers, the mix of distribution channels through which our products and services are sold, and import tariffs. For example, in prior periods,
our logistics and other supply chain-related costs increased due to the global semiconductor shortage, and we started to see cost improvement in 2023 due to
the overall reduction in industry-wide supply constraints. For more information on the supply chain constraints on our business, see the “Risk Factors” section
of Item 1A of Part II of this Report.
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Three Months Ended June 30, 2023 compared with the Three Months Ended June 30, 2022

Product gross margin

Product gross margin as a percentage of product revenues increased primarily due to the easing of elevated logistics and other supply chain costs, favorable
software mix and pricing actions, partially offset by higher inventory-related expenses. We continue to undertake specific efforts to address certain factors
impacting our product gross margin. These efforts include performance and quality improvements through engineering to increase value across our products;
optimizing our supply chain and service business; pricing management; and increasing software and solution sales.

Service gross margin

Service gross margin as a percentage of service net revenues increased primarily due to higher revenue from hardware maintenance and software subscriptions.
Six Months Ended June 30, 2023 compared with the Six Months Ended June 30, 2022

Product gross margin

Product gross margin as a percentage of product revenues increased primarily due to the easing of elevated logistics and other supply chain costs and pricing
actions, partially offset by higher inventory-related expenses. We continue to undertake specific efforts to address certain factors impacting our product gross
margin. These efforts include performance and quality improvements through engineering to increase value across our products; optimizing our supply chain
and service business; pricing management; and increasing software and solution sales.

Service gross margin

Service gross margin as a percentage of service net revenues increased primarily due to higher revenue from hardware maintenance and software subscriptions.

Operating Expenses

The following table presents operating expenses (in millions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 $ Change % Change 2023 2022 $ Change % Change

Research and development $ 282.0 $ 244.3 $ 37.7 15% $ 566.8 $ 492.9 $ 73.9 15 %
Percentage of net revenues 19.7 % 19.3 % 20.2 % 20.2 %
Sales and marketing 308.3 274.3 34.0 12 % 611.5 547.6 63.9 12 %
Percentage of net revenues 21.5% 21.6% 21.8 % 22.5%
General and administrative 65.2 67.2 (2.0) 3)% 133.2 127.4 5.8 5%
Percentage of net revenues 4.6 % 53% 4.8 % 52%
Restructuring charges 16.5 0.5 16.0 N/M 16.0 9.3 6.7 72 %
Percentage of net revenues 1.2% —% 0.6 % 0.4 %

Total operating expenses $ 672.0 $ 586.3 $ 85.7 15% $ 1,3275 $ 11,1772 $ 150.3 13 %

Percentage of net revenues 47.0 % 46.2 % 47.4 % 48.3 %

N/M - Not meaningful

Total operating expenses increased during the three and six months ended June 30, 2023, compared to the same periods in 2022, primarily due to increases in
personnel-related costs driven by higher headcount and due to higher restructuring costs.
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Gain (Loss) on Privately-Held Investments, Net

The following table presents the gain (loss) on privately-held investments, net (in millions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 $ Change % Change 2023 2022 $ Change % Change
Gain (loss) on privately-held
investments, net $ 92.2) $ 5.9 $ 98.1) NM § 92.00 $ 5.9 $ (97.9) N/M
Percentage of net revenues (6.4)% 0.5 % (3.3)% 0.2 %

N/M - Not meaningful

The Company recognized an unrealized loss on its privately-held equity investments due to declines in fair values. The Company estimated the fair value of
these investments based on quantitative and qualitative analysis. This analysis involved use of judgment, significant estimates and assumptions, such as the
near-term prospects of the investee in the market in which it operates, evaluating the investee’s financial condition in relation to its outstanding obligations, and
probabilities of securing additional capital through various alternative scenarios.

Gain on Divestiture

The following table presents the gain on divestiture (in millions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 $ Change % Change 2023 2022 $ Change % Change
Gain on divestiture $ — $ 45.8 $ (45.8) NM $ — $ 45.8 $ (45.8) N/M
Percentage of net revenues — % 3.6 % — % 1.9 %

N/M - Not meaningful

During the six months ended June 30, 2022, we recognized a gain of $45.8 million related to the divestiture of our silicon photonics business for cash
consideration of $90.0 million and a 25% equity interest in the business.

Other Expense, Net

The following table presents other expense, net (in millions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 $ Change % Change 2023 2022 $ Change % Change

Interest income $ 11.7 $ 3.3 $ 8.4 255% $ 21.2 $ 5.9 $ 153 259 %
Interest expense (19.7) (13.4) (6.3) 47 % (38.9) (25.9) (13.0) 50 %
83"1 (loss) on other investments, net 12 ) 6.9 NM 1.9 9.0) 10.9 N/M
Other (0.6) 1.8 2.4) N/M 0.4) 2.1 2.5) N/M

Total other expense, net $ (74 § (140) § 6.6 @N% $ (162) § (269 § 10.7 (40)%

Percentage of net revenues (0.5)% (0.6)% (0.6)% (0.9)%

N/M - Not meaningful
@ Other investments represent fixed income securities and equity investments with readily determinable fair value.

Total other expense, net, decreased during the three and six months ended June 30, 2023, compared to the same periods in 2022, primarily due to higher
interest income and net gains on investments, partially offset by higher interest expense and foreign currency losses.
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Income Tax Provision

The following table presents income tax provision (in millions, except percentages):

Three Months Ended June 30, Six Months Ended June 30,
2023 2022 $ Change % Change 2023 2022 $ Change % Change
Income tax provision $ 15.0 $ 31.6 $ (16.6) (53)% $ 34.6 $ 21.5 $ 13.1 61 %
Effective tax rate 36.2% 21.7 % 233 % 11.3 %

The effective tax rate increased during the three and six months ended June 30, 2023, as compared to the same periods in 2022, primarily due to the changes in
the effect of one-time items in the comparative periods. For further explanation of our income tax provision, see Note 11, Income Taxes, in Notes to Condensed
Consolidated Financial Statements in Item 1 of Part I of this Report.

Beginning January 1, 2022, as a result of the Tax Cuts and Jobs Act of 2017 ("Tax Act"), all our U.S. and non-U.S. based R&D expenditures are being
capitalized and amortized over five and fifteen years, respectively. Absent a change in legislation, we estimate a reduced effective tax rate and an incremental
cash tax payment of up to $150 million in 2023. The actual impacts will primarily depend on if and when this legislation is deferred, modified, or repealed by
the U.S. Congress, including if retroactively, and the amount of R&D expenditures paid or incurred. We estimate the impacts should gradually decrease over
the five- and fifteen-year amortization periods.
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Liquidity and Capital Resources

Liquidity and capital resources may be impacted by our operating activities as well as acquisitions, investments in strategic relationships, repurchases of shares
of our common stock, and payment of cash dividends on our common stock. Since the enactment of the Tax Act, we have repatriated a significant amount of
cash from outside of the U.S., and plan to continue to repatriate on an ongoing basis. We intend to use the repatriated cash to invest in the business, support
value-enhancing mergers and acquisitions, and fund our return of capital to stockholders.

Based on past performance and current expectations, we believe that our existing cash and cash equivalents, short-term, and long-term investments, cash
generated from operations together with the revolving credit facility and our ability to access to capital markets will be sufficient to fund our operations,
planned stock repurchases and dividends, capital expenditures, purchase commitments and other liquidity requirements, and anticipated growth for at least the
next twelve months and thereafter for the foreseeable future. However, our future liquidity and capital requirements may vary materially from those now
planned depending on many factors, including, but not limited to, our growth rate, the timing and amount we spend to support development efforts, the
expansion of sales and marketing activities, the introduction of new and enhanced products and services, the costs to acquire or invest in businesses and
technologies, an increase in manufacturing or component costs, and the risks and uncertainties detailed in the “Risk Factors” section of Item 1A of Part II of
this Report.

The Company's cash requirements have not changed materially since December 31, 2022, as discussed in the Form 10-K, except for purchase commitments
with contracts manufacturers and suppliers and potential tax payments pursuant to the Tax Act.

Revolving Credit Facility

In June 2023, we entered into a new credit agreement with certain institutional lenders that provides for a five-year $500.0 million unsecured revolving credit
facility (the “Revolving Credit Facility”), with an option to increase the Revolving Credit Facility by up to an additional $200.0 million, subject to the lenders'
approval. The Company's previous $500.0 million revolving credit facility was terminated concurrently with our entering into the Revolving Credit Facility.
The Revolving Credit Facility will terminate in June 2028, subject to two one-year maturity extension options, on the terms and conditions set forth in the
credit agreement. As of June 30, 2023, we were in compliance with all covenants in the credit agreement, and no amounts were outstanding. Refer to Note 7,
Debt, in the Notes to Condensed Consolidated Financial Statements in Item 1 of Part I of this Report for information on the credit agreement.

Purchase Commitments with Contract Manufacturers and Suppliers

In order to reduce manufacturing lead times and in the interest of having access to adequate component supply, we enter into agreements with contract
manufacturers and certain suppliers to procure inventory based on the Company's requirements. A significant portion of the Company's purchase commitments
arising from these agreements consist of firm and non-cancelable commitments. In certain instances, these agreements allow the Company the option to cancel,
reschedule, and adjust its requirements based on the Company's business needs prior to firm orders being placed. As of June 30, 2023, we had purchase
commitments of $1,732.3 million, with $1,367.6 million payable within 12 months.

Tax Payments

During the six months ended June 30, 2023, we made tax payments of approximately $50 million. For the remainder of 2023, we may incur up to $150 million
in additional tax payments attributed to the capitalization and amortization requirements for R&D expenditures pursuant to the Tax Act. Additionally, a current
year Internal Revenue Service announcement related to the California floods postponed our 2023 federal income tax payment deadlines until October 2023. As
of June 30, 2023, we have deferred approximately $200 million of federal tax payments. Our cash payments for income taxes in the second half of this year
will increase due to these deferred federal tax payments.

Capital Return

We have a capital return program authorized by the Board of Directors (the "Board"). During the six months ended June 30, 2023, we repurchased 8.6 million
shares of our common stock in the open market at an average price of $30.26 per share for an aggregate purchase price of $260.0 million under the 2018 Stock

Repurchase Program.

As of June 30, 2023, there was approximately $0.3 billion of authorized funds remaining under the 2018 Stock Repurchase Program.
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Future share repurchases under the 2018 Stock Repurchase Program will be subject to a review of the circumstances at that time and will be made from time to
time in private transactions or open market purchases as permitted by securities laws and other legal requirements. Our 2018 Stock Repurchase Program may
be discontinued at any time. See Note 8, Equity, in the Notes to Condensed Consolidated Financial Statements in Item 1 of Part I of this Report for further
discussion of the 2018 Stock Repurchase Program.

In addition, any future dividends, and the establishment of record and payment dates, are subject to approval by the Board or an authorized committee thereof.

See Note 14, Subsequent Events, in the Notes to Condensed Consolidated Financial Statements in Item 1 of Part I of this Report for discussion of our dividend
declaration subsequent to June 30, 2023.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

Our exposures to market risk have not changed materially since December 31, 2022. For quantitative and qualitative disclosures about market risk, see Iltem 7A
Quantitative and Qualitative Disclosures about Market Risk, in our Form 10-K.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Attached as exhibits to this Report are certifications of our principal executive officer and principal financial officer, which are required in accordance with
Rule 13a-14 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). This “Controls and Procedures” section includes information
concerning the controls and related evaluations referred to in the certifications and it should be read in conjunction with the certifications for a more complete
understanding of the topics presented.

We carried out an evaluation, under the supervision and with the participation of our management, including our principal executive officer and principal
financial officer, of the effectiveness of the design and operation of our disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under
the Exchange Act. Based upon that evaluation, our principal executive officer and principal financial officer concluded that, as of the end of the period covered
in this Report, our disclosure controls and procedures were effective to ensure that information required to be disclosed by us in reports that we file or submit
under the Exchange Act is recorded, processed, summarized, and reported within the time periods specified in SEC rules and forms and is accumulated and
communicated to our management, including our principal executive officer and principal financial officer, as appropriate, to allow timely decisions regarding
required disclosure.

Changes in Internal Controls Over Financial Reporting
There were no changes in our internal control over financial reporting during the second quarter of 2023 that have materially affected, or are reasonably likely
to materially affect, our internal control over financial reporting. We have not experienced any significant impact to our internal controls over financial

reporting due to the office/hybrid collaboration model as the design of our processes and controls allow for remote execution with secure accessibility to our
data.
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PART II — OTHER INFORMATION
Item 1. Legal Proceedings

The information set forth under the “Legal Proceedings” section in Note 13, Commitments and Contingencies, in Notes to Condensed Consolidated Financial
Statements in Item 1 of Part I of this Report, is incorporated herein by reference.

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

We operate in rapidly changing economic and technological environments that present numerous risks, many of which are driven by factors that we cannot
control or predict. Some of these risks are highlighted in the following discussion, and in Management’s Discussion and Analysis of Financial Condition and
Results of Operations and Quantitative and Qualitative Disclosures About Market Risk. Investors should carefully consider all relevant risks before investing in
our securities. The occurrence of any of these risks or additional risks and uncertainties not presently known to us or that we currently believe to be immaterial
could materially and adversely affect our business, financial condition, operating results, and stock price.

RISKS RELATED TO OUR BUSINESS STRATEGY AND INDUSTRY

Our quarterly results are unpredictable and subject to substantial fluctuations; as a result, we may fail to meet the expectations of securities analysts and
investors. Our revenues and operating results may vary significantly from quarter-to-quarter due to a number of factors, many of which are outside of our
control. If our quarterly financial results or our predictions of future financial results fail to meet the expectations of securities analysts and investors, the
trading price of our securities could be negatively affected. Our operating results for prior periods may not be effective predictors of our future performance.

Factors associated with our industry, the operation of our business, and the markets for our products and services that may cause our quarterly results to
fluctuate, include, but are not limited to:

+ unpredictable ordering patterns and limited visibility into our customers’ spending plans and associated revenue;

+ changes in our customer mix, the mix of products and services sold, and the geographies in which our products and services are sold;

+ changes in the demand for our products and services, including seasonal fluctuations in customer spending;

+ changing market and economic conditions, including rising interest rates, recessionary cycles, and inflationary pressures, that could make our solutions
more expensive or could increase our costs for materials, supplies, and services;

* ability to fulfill orders received in a timely manner due to disruptions and shortages in our global supply chain;

* increased advance ordering by customers of our products due to industry-wide supply chain concerns and our increased lead times;

* price and product competition;

« ineffective legal protection of our intellectual property rights in certain countries;

» how well we execute on our strategy and business model;

« financial stability of our customers, including the solvency of private sector customers, and the impact of adverse developments affecting the financial
services industry;

« authority for customers to purchase goods and services;

* executive orders, tariffs, governmental sanctions, changes in laws or regulations and accounting rules, or interpretations thereof;

* regional economic and political conditions, which may be aggravated by unanticipated global events; and

« disruptions in our business operations or target markets caused by, among other things, terrorism or other intentional acts, armed conflicts (such as the
ongoing conflict between Russia and Ukraine as well as governmental sanctions imposed in response), cyberwarfare, an escalation of political tensions,
outbreaks of disease, including global health emergencies and pandemics, earthquakes, floods, fires, or other natural disasters, including catastrophic
events, and other unanticipated extraordinary externalities, including extreme weather conditions due to climate change that increase both the frequency
and severity of natural disasters and may cause derivative disruptions such as impacts to our physical infrastructure or those of our customers,
manufacturers, and suppliers.

We believe that quarter-to-quarter comparisons of operating results are not necessarily a good indication of what our future performance will be. In some prior

periods, our operating results have been below our guidance, our long-term financial model, or the expectations of securities analysts or investors. This may
happen again, and the price of our common stock may decline.
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In addition, our failure to pay quarterly dividends to our stockholders or the failure to meet our commitments to return capital to our stockholders could have a
material adverse effect on our stock price.

We expect our gross margins and operating margins to vary over time. Our product and service gross margins are expected to vary, and may be adversely
affected in the future by numerous factors, including, but not limited to, customer, vertical, product and geographic mix shifts, an increase or decrease in our
software sales or the services we provide, increased price competition in one or more of the markets in which we compete, modifications to our pricing strategy
to gain or retain footprint in markets or with customers, currency fluctuations that impact our costs or the cost of our products and services to our customers,
inflation, increases in material, labor, logistics, warranty costs, or inventory carrying costs, excess product component or obsolescence charges, issues with
manufacturing or component availability, issues relating to the distribution of our products and provision of our services, quality or efficiencies, increased costs
due to changes in component pricing or charges incurred due to inaccurately forecasting product demand, warranty related issues, the impact of tariffs, or our
introduction of new products and enhancements, or entry into new markets with different pricing and cost structures. We have seen, and may continue to see,
our gross margins negatively impacted by increases in component costs, logistics costs, elevated inventory balances, and inflationary pressures. Failure to
sustain or improve our gross margins reduces our profitability and may have a material adverse effect on our business and stock price.

Our backlog may not be an accurate indicator of our level and timing of future revenues. Our backlog may not be a reliable indicator of future operating
results. For example, as a result of product order volume growth in prior periods and industry-wide supply challenges due to both constrained manufacturing
capacity as well as shortages of component parts, our backlog grew significantly and remained elevated in fiscal 2021 and 2022. As customer buying patterns
normalize, order growth moderates, and supply chain conditions improve, we expect our backlog to reduce to approximate historical levels. Further, customer
behaviors have been changing as a result of worldwide macroeconomic factors, which has reduced demand and may continue to reduce demand for certain of
our products and services. If we are not able to respond to and manage the impact of these and other events effectively, or if the macroeconomic conditions of
the general economy or the industries in which we operate worsen from present levels, our business, operating results, financial condition, and cash flows could
be adversely affected.

We derive a material portion of our revenues from a limited number of our customers, and our customers compete in industries that continue to experience
consolidation. A material portion of our net revenues, across each customer vertical, depends on sales to a limited number of customers. The concentration of
our customer base increases risks related to the financial condition of our customers, and the deterioration in financial condition of a single customer or the
failure of a single customer to perform its obligations could have a material adverse effect on our results of operations and cash flow. If any such customers
change their business requirements or focus, vendor selection, project prioritization, or purchasing behavior, or are parties to consolidation transactions, they
may delay, suspend, reduce, or cancel their purchases of our products or services and our business, financial condition, and results of operations may be
adversely affected. In addition, major customers may also seek more favorable pricing, payment, intellectual property-related, or other commercial terms that
are less favorable to us, which may have a negative impact on our business, cash flow, revenue, and gross margins.

If we are unable to compete effectively, our business and financial results could be harmed. The markets that we serve are rapidly evolving and highly
competitive and include several well-established companies. We also compete with other public and private companies that are developing technologies that
compete with our products. In addition, actual or speculated consolidation among competitors, or the acquisition by, or of, our partners and/or resellers by
competitors can increase the competitive pressures faced by us as customers may delay spending decisions or not purchase our products at all. Our partners and
resellers generally sell competing products on a non-exclusive basis and consolidation could delay spending or require us to increase discounts to compete,
which could also adversely affect our business. Several of our competitors have substantially greater resources and can offer a wider range of products and
services for the overall network equipment market than we do. Other competitors have become more integrated, including through consolidation and vertical
integration, and offer a broader range of products and services, which could make their solutions more attractive to our customers. Many of our competitors
also sell networking products as bundled solutions with other IT products. If we are unable to compete effectively against existing or future competitors, we
could experience a loss in market share and a reduction in revenues and/or be required to reduce prices, which could reduce our gross margins and materially
and adversely affect our business, financial condition, and results of operations.

Fluctuating economic conditions make it difficult to predict revenues and gross margin for a particular period and a shortfall in revenues or increase in
costs of production may harm our operating results. Our revenues and gross margin depend significantly on general economic conditions and the demand for
products in the markets in which we compete. Economic weakness or uncertainty, customer financial difficulties, and constrained spending on network
expansion and enterprise infrastructure have in the past resulted in, and may in the future result in, decreased revenues and earnings. Such factors could make it
difficult to accurately forecast revenues and operating results and could negatively affect our ability to provide accurate forecasts to our contract manufacturers,
manage our contract manufacturer relationships and other expenses, and to make decisions about future investments. In addition, economic instability or
uncertainty, inflationary pressures,
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continued turmoil in the geopolitical environment in many parts of the world and other events beyond our control, such as the remaining effects of global
health emergencies and the ongoing conflict between Russia and Ukraine, have, and may continue to, put pressure on economic conditions, including global
and regional financial markets, which has led and could lead, to reduced demand for our products, delays or reductions in network expansions or infrastructure
projects, and/or higher costs of production. Future or continued economic weakness, failure of our customers and markets to recover from such weakness,
customer financial difficulties, increases in costs of production, and reductions in spending on network maintenance and expansion could result in price
concessions in certain markets or have a material adverse effect on demand for our products and consequently on our business, financial condition, and results
of operations.

Our success depends upon our ability to effectively plan and manage our resources and scale and restructure our business. Our ability to successfully offer
our products and services and execute on our growth strategy in a rapidly evolving market requires an effective planning, forecasting, and management process
to enable us to effectively scale and adjust our business and business models in a cost-effective manner. From time to time, we have increased investment in
our business by increasing headcount, acquiring companies, and increasing our investment in research and development, sales and marketing, and other parts of
our business. Conversely, from time to time, we have initiated restructuring plans to realign our workforce as a result of organizational and leadership changes,
which resulted in restructuring charges. Our ability to achieve the anticipated cost savings and other benefits from these initiatives is subject to many estimates
and assumptions, which are subject to uncertainties. If our estimates and assumptions are incorrect, if we are unsuccessful at implementing changes, if we
cannot evolve and scale our business and operations effectively, or if other unforeseen events occur, our business, financial condition, and results of operations
could be adversely affected.

Our acquisitions or divestitures of businesses could disrupt our business and harm our financial condition and stock price, and equity issued as
consideration for acquisitions may dilute the ownership of our stockholders. We have made, and may continue to make, acquisitions to enhance our business
and invest significant resources to integrate the businesses we acquire. The success of each acquisition depends in part on our ability to realize business
opportunities and manage risks, including, but not limited to: problems combining the purchased business operations, technologies or products, unanticipated
costs, higher operating expenses, liabilities, litigation, diversion of management's time and attention, adverse effects on existing business relationships with
suppliers and customers, risks associated with entering markets in which we have no or limited prior experience, and where competitors in such markets have
stronger market positions, initial dependence on unfamiliar supply chains, failure of our due diligence processes to identify significant problems, liabilities or
other challenges of an acquired company or technology, and the potential loss of key employees, customers, distributors, vendors, and other business partners
of the companies we acquire.

Acquisitions of high-technology companies are inherently risky and subject to uncertainties, including many factors outside of our control. As a result, our
previous or future acquisitions may not be successful. We may not be able to successfully integrate any businesses, products, technologies, or personnel that we
acquire or the transaction may not advance our business strategy as expected. Further, we may not realize anticipated revenues or other benefits associated with
our acquisitions. In addition, we have divested, and may in the future divest, businesses, product lines, or assets. These transactions may also require significant
separation activities that could result in the diversion of management’s time and attention, loss of employees, substantial separation costs, and accounting
charges for asset impairments. Any acquisitions or divestitures may materially adversely affect our business, operating results, or financial condition.

In connection with certain acquisitions, we may agree to issue common stock, or assume equity awards, which would dilute the ownership of our current
stockholders; use a substantial portion of our cash resources; assume liabilities (both known and unknown); incur tax expenses; record goodwill and
amortizable intangible assets as well as restructuring and other related expenses. We may incur additional acquisition-related debt, which could increase our
leverage and potentially negatively affect our credit ratings resulting in more restrictive borrowing terms or increased borrowing costs, thereby limiting our
ability to borrow. Any of the foregoing factors could harm our ability to achieve anticipated levels of profitability or other financial benefits from our acquired
or divested businesses, product lines or assets or to realize other anticipated benefits of divestitures or acquisitions.

Long sales and implementation cycles for our products and customer urgency related to ship dates to fill large orders may cause our revenues and
operating results to vary significantly from quarter-to-quarter. We experience lengthy sales cycles because our customers' decisions to purchase certain of our
products, particularly new products, involve a significant commitment of their resources and a lengthy evaluation and product qualification process. Customers
design and implement large network deployments following lengthy procurement processes, which may impact expected future orders. Following a purchase,
customers may also deploy our products slowly and deliberately. Customers with large networks often expand their networks in large increments on a periodic
basis and place large orders on an irregular basis. These sales and implementation cycles, as well as our expectation that customers will place large orders with
urgent ship dates, may cause our revenues and operating results to vary significantly from quarter-to-quarter.
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Our ability to recognize revenue in a particular period is contingent on the timing of product orders and deliveries and/or our sales of certain software,
subscriptions, and professional support and maintenance services. In some of our businesses, our quarterly sales have periodically reflected a pattern in
which a disproportionate percentage of each quarter's total sales occurs towards the end of the quarter. Further, we build certain products only when orders are
received. Since the volume of orders received late in any given fiscal quarter remains unpredictable, if orders for custom products are received late in any
quarter, we may not be able to recognize revenue for these orders in the same period or meet our expected quarterly revenues. Similarly, if we were to take
actions or events occur, which encourage customers to place orders or accept deliveries earlier than anticipated, our ability to meet our expected revenues in
future quarters could be adversely affected. We also determine our operating expenses based on our anticipated revenues and technology roadmap and a high
percentage of our expenses are fixed in the short and medium term. Any failure or delay in generating or recognizing revenue could cause significant variations
in our operating results and operating margin from quarter-to-quarter.

In addition, services revenue, including SaaS revenue, accounts for a significant portion of our revenue, comprising 33%, 35%, and 36% of total revenue in
2022, 2021, and 2020, respectively. We expect our sales of new or renewal professional services, support, maintenance, and SaaS contracts to fluctuate due to
end-customers’ level of satisfaction with our products and services, the prices of our products and services or those offered by our competitors, and reductions
in our end-customers’ spending levels. We recognize professional services when delivered, and we recognize support, maintenance, and SaaS revenue
periodically over the term of the relevant service period.

Further, we recognize certain software revenues periodically over the term of the relevant use or subscription periods and as a result, the related software and
support and maintenance revenue we report each fiscal quarter is derived from the recognition of deferred revenue from contracts entered into during previous
fiscal quarters. Any fluctuation in such new or renewed contracts in any one fiscal quarter may not be fully or immediately reflected in revenue and could
negatively affect our revenue in future fiscal quarters.

RISKS RELATED TO OUR TECHNOLOGY AND BUSINESS OPERATIONS

If the demand for network and IP systems does not continue to grow, our business, financial condition, and results of operations could be adversely
affected. A substantial portion of our business and revenues depends on the growth of secure IP infrastructure as well as customers that depend on the
continued growth of IP services to deploy our products in their networks and IP infrastructures. As a result of changes in the economy, capital spending, or the
building of network capacity in excess of demand (all of which have, in the past, particularly affected telecommunications service providers), spending on IP
infrastructure can vary, which could have a material adverse effect on our business, financial condition, and results of operations. In addition, a number of our
existing customers are evaluating the build-out of their next generation networks. During the decision-making period when our customers are determining the
design of those networks and the selection of the software and equipment they will use in those networks, such customers may greatly reduce or suspend their
spending on secure IP infrastructure. Any reduction or suspension of spending on IP infrastructure is difficult to predict, and may be due to events beyond our
control. This, in turn, can make it more difficult to accurately predict revenues from customers, can cause fluctuations in the level of spending by customers
and, even where our products are ultimately selected, can have a material adverse effect on our business, financial condition, and results of operations.

If we do not anticipate technological shifts, market needs and opportunities, we may not be able to compete effectively and our ability to generate revenues
will suffer. 1If we are unable to anticipate future technological shifts, market needs, requirements or opportunities, or fail to develop and introduce new
products, product enhancements, or business strategies to meet those requirements or opportunities in a timely manner or at all, it could cause us to lose
customers, substantially decrease or delay market acceptance and sales of our products and services, and significantly harm our business, financial condition,
and results of operations. In addition, if we invest in developing products for a market that does not develop, it could significantly harm our business, financial
condition, and results of operations. Even if we are able to anticipate, develop, and commercially introduce new products, enhancements or business strategies,
any such products, enhancements, or business strategies may not achieve market acceptance.

Our strategy to expand our software business could adversely affect our competitive position. The success of our strategy to expand our software business is
subject to a number of risks and uncertainties, including, but not limited to:

+ the additional development efforts and costs required to create new software products and to make our products compatible with multiple technologies;

+ the possibility that our software products may not achieve widespread customer adoption;

* the possibility that our strategy could erode our revenue and gross margins;

« the impact on our financial results of longer periods of revenue recognition for certain types of software products and changes in tax treatment associated
with software sales;
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* the additional costs associated with both domestic and international regulatory compliance, data protection, privacy and security laws, industry data
security standards, and changes we need to make to our distribution chain in connection with increased software sales;

issues related to cloud-specific regulatory requirements in certain countries including the U.S., UK, EU, and APAC countries.

the ability of our disaggregated hardware and software products to operate independently and/or to integrate with current and future third-party products;
and

issues with third-party technologies used with our software products, which may be attributed to us.

If any of our software products or business strategies do not gain market acceptance or meet our expectations for growth, our ability to meet future financial
targets may be adversely affected and our competitive position and our business and financial results could be harmed.

If our products do not interoperate with our customers’ networks, installations will be delayed or cancelled and could harm our business. Our products are
designed to interface with our customers’ existing networks, each of which have different specifications and utilize multiple protocol standards and products
from other vendors. Many of our customers’ networks contain multiple generations of products that have been added over time as these networks have grown
and evolved. Our products must interoperate with many or all of the products within these networks as well as future products to meet our customers’
requirements. If we find errors in the existing software or defects in the hardware used in our customers’ networks, we may need to modify our software or
hardware to fix or overcome these errors so that our products will interoperate and scale with the existing software and hardware, which could be costly and
could negatively affect our business, financial condition, and results of operations. In addition, if our products do not interoperate with those of our customers’
networks, demand for our products could be adversely affected or orders for our products could be canceled. This could hurt our operating results, damage our
reputation, and seriously harm our business and prospects.

Our products incorporate and rely upon licensed third-party technology. We integrate licensed third-party technology into certain of our products. From time
to time, we may be required to renegotiate our current third-party licenses or license additional technology from third parties to develop new products or
product enhancements or to facilitate new business models. Third-party licenses may not be available or continue to be available to us on commercially
reasonable terms and some of our agreements with our licensors may be terminated for convenience by them. In addition, we cannot be certain that our
licensors are not infringing on the intellectual property rights of third parties or that our licensors have sufficient rights to the licensed intellectual property in
all jurisdictions in which we may sell our products. Third-party technology we incorporate into our products that is deemed to infringe on the intellectual
property of others may result, and in some cases has resulted, in limitations on our ability to source technology from those third parties, restrictions on our
ability to sell products that incorporate the infringing technology, increased exposure to liability that we will be held responsible for incorporating the
infringing technology in our products, and increased costs involved in removing that technology from our products or developing substitute technology. Our
inability to comply with, maintain or re-license any third-party licenses required in our products or our inability to obtain third-party licenses necessary to
develop new products and product enhancements, could require us to develop substitute technology or obtain substitute technology of lower quality or
performance standards or at a greater cost, any of which could delay or prevent product shipment and harm our business and results of operations.

We may face difficulties enforcing our proprietary rights, which could adversely affect our ability to compete. We rely on a combination of patents,
copyrights, trademarks, trade secret laws, and contractual restrictions on disclosure of confidential and proprietary information, to protect our proprietary
rights. We may not be able to protect our proprietary rights, products, or, in fact, provide competitive advantages to us or to our technology if our patent
applications do not result in issued patents with the scope of the claims we seek or our patents or other proprietary rights are challenged, invalidated, infringed,
or circumvented. Further, we cannot be certain that we were the first to make the inventions claimed in our pending patent applications or that we were the first
to file for patent protection, which could prevent our patent applications from issuing as patents or invalidate our patents following issuance, which in turn may
prevent us from incorporating our inventions into our products. If we cannot protect our intellectual property rights, we could incur costly product redesign
efforts, discontinue certain product offerings, and experience other competitive harm.

Unauthorized parties may also attempt to copy aspects of our products or obtain and use our proprietary information. We generally enter into confidentiality or
license agreements with our employees, consultants, vendors, and customers, and generally limit access to and distribution of our proprietary information.
However, we cannot ensure that we have entered into confidentiality or license agreements with all parties who may have or have had access to our confidential
information or that these agreements will not be breached. We cannot guarantee that any of the measures we have taken will prevent misappropriation of our
technology. We are also vulnerable to third parties who illegally distribute or sell counterfeit, stolen, or unfit versions of our products, which has happened in
the past and could happen in the future, and could have a negative impact on our reputation and business.
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In addition, the laws of some foreign countries may not protect our proprietary rights to the same extent as do the laws of the U.S. If we are unable to protect
our proprietary rights, we may be at a competitive disadvantage to others who need not incur the substantial expense, time, and effort required to create
innovative products that have enabled our success.

We depend on contract manufacturers and original design manufacturers as well as single-source and limited source suppliers, including for key
components such as semiconductors. Our operations depend on our ability to anticipate our needs for components, products and services, as well as the ability
of our manufacturers, original design manufacturers, and suppliers to deliver sufficient quantities of quality components, products and services at reasonable
prices and in time for us to meet critical schedules for the delivery of our own products and services. Given the wide variety of solutions that we offer, the large
and diverse distribution of our manufacturers and suppliers, and the long lead times required to manufacture, assemble and deliver certain products, problems
could arise in production, planning and inventory management that could seriously harm our business. For example, there is a worldwide shortage of key
components, such as semiconductor products, that has caused us to experience increased prices and extended lead times. The shortage of semiconductors has
caused a significant disruption to our production schedule and may give rise to a substantial adverse effect on our financial condition or results of operations.
Any delay in our ability to produce and deliver our products could cause our customers to purchase alternative products from our competitors. In addition, our
ongoing efforts to optimize the efficiency of our supply chain could cause supply disruptions and be more expensive, time-consuming, and resource-intensive
than expected. Other manufacturing and supply problems that we could face are described below.

* Manufacturing Issues. We may experience supply shortfalls or delays in shipping products to our customers if our manufacturers experience delays,
disruptions, or quality control problems in their manufacturing operations, or if we have to change or add manufacturers or contract manufacturing
locations. We have contracts with our manufacturers that include terms to protect us in the event of an early termination, yet we may not have adequate
time to transition all of our manufacturing needs to an alternative manufacturer under comparable commercial terms. We have experienced in the past and
may experience in the future an increase in the expected time required to manufacture our products or ship products. Moreover, a significant portion of our
manufacturing is performed in foreign countries and is therefore subject to risks associated with doing business outside of the U.S., including import
restrictions, export restrictions, government sanctions, disruptions to our supply chain, cyberattacks, cyberwarfare, pandemics, regional health
emergencies, regional climate-related events, or regional conflicts.

o Single-Source Suppliers. We rely on single or limited sources for many of our components due to technology, availability, price, quality, scale or
customization needs. Any supplier could discontinue manufacturing components that we use in our products, which may cause us to either suspend
delivery of certain products to our customers, discontinue certain products, or incur additional costs to redesign our products that incorporate discontinued
components. In addition, there has been consolidation among certain suppliers of our components. Consolidation among suppliers can result in the
reduction of the number of independent suppliers of components available to us, which could negatively impact our ability to access certain component
parts or the prices we have to pay for such parts and may impact our gross margins.

* Supply Chain Disruption. Any disruptions to our supply chain, significant increase in component costs or logistics, or shortages of critical components,
could decrease our sales, earnings, and liquidity or otherwise adversely affect our business and result in increased costs. Such a disruption could occur as a
result of any number of events, including, but not limited to: an extended closure of or any slowdown at our suppliers' plants or shipping delays, market
shortages due to the surge in demand from other purchasers for critical components, increases in prices, including fuel prices and increases in prices due to
inflation, the imposition of regulations, quotas or embargoes or tariffs on components, labor stoppages, transportation delays, including due to labor
strikes, or failures affecting the supply chain and shipment of materials and finished goods, third-party interference in the integrity of the products sourced
through the supply chain, cyberattacks, the unavailability of raw materials, severe weather conditions, adverse effects of climate change, natural disasters,
geopolitical developments, war or terrorism and disruptions in utilities and other services. In addition, the development, licensing, or acquisition of new
products in the future may increase the complexity of supply chain management. Failure to effectively manage the supply of components and products
would adversely affect our business.

» Component Supply Forecast. We provide demand forecasts for our products to our manufacturers, who order components and plan capacity based on these
forecasts. If we overestimate our requirements, our manufacturers may assess charges, or we may have liabilities for excess inventory or raw materials,
each of which could negatively affect our gross margins. If we underestimate our requirements, our contract manufacturers may have inadequate time,
materials, and/or components required to produce our products. This could increase costs or delay or interrupt the manufacturing of our products, resulting
in delays in shipments and deferral or loss of revenues and could negatively impact customer satisfaction. Any future spike in growth in our business, in
the use of certain components we share in common with other companies, in IT
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spending, or in the economy in general, is likely to create greater short-term pressure on us and our suppliers to accurately forecast overall component
demand and to establish optimal component inventories. If shortages or delays persist, we may not be able to secure enough components at reasonable
prices or of acceptable quality to build and deliver products in a timely manner, and our revenues, gross margins, and customer relationships could suffer.

* Alternative Sources of Supply. The development of alternate sources for components is time-consuming, difficult, and costly. In the event of a component
shortage, supply interruption or significant price increase from these suppliers (such as with the current worldwide shortage of semiconductor products),
we may not be able to locate alternative sources in a timely manner. If we are unable to buy components in quantities sufficient to meet our requirements
on a timely basis, we will not be able to deliver products and services to our customers, which would seriously affect present and future sales, and would,
in turn, adversely affect our business, financial condition, and results of operations.

» Impact due to Global Health Emergencies. Delays in production and in product deliveries due to global health emergencies or pandemics have adversely
affected our business and may adversely affect our business, financial condition, and results of operations in the future. These challenges have resulted in
extended lead-times to our customers and have had a negative impact on our ability to recognize associated revenue and has previously resulted in and
may in the future result in an increase in accelerated ordering for certain of our products.

We face significant risks to our business and operations due to political and economic tensions between China and Taiwan. We have significant business
operations in Taiwan, and some of our manufacturing partners and suppliers have facilities in Taiwan. As a result, our operations and our supply chain could be
materially and negatively impacted by adverse changes in China-Taiwan relations, which have become increasingly frayed in recent years. Accordingly, further
deterioration in military, political and economic relations between China and Taiwan, as well as the ongoing geopolitical and economic uncertainty between the
U.S. and China, the unknown impact of current and future U.S. and Chinese trade regulations and other geopolitical risks with respect to China and Taiwan,
may cause disruptions in the markets and industries we serve, including decreased demand from customers for products using our solutions, our supply chain,
or other disruptions which may, directly or indirectly, materially harm our business, financial condition, results of operations, and the market price of our stock.

System security risks, data protection breaches, and cyberattacks could compromise our and our customers’ proprietary information, disrupt our internal
operations and harm public perception of our products. In the ordinary course of business, we store sensitive data, including intellectual property, personal
data, our proprietary business information and that of our employees, contractors, customers, suppliers, vendors, and other business partners on our networks.
In addition, we store sensitive data through cloud-based services that may be hosted by third parties and in data center infrastructure maintained by third
parties. Secure maintenance of this information is critical to our operations and business strategy. We have been, and expect to be, subject to cyberattacks, and
may be subject to ransomware and distributed denial-of-service attacks, spearfishing attacks and other attempted intrusions on our networks and systems by a
wide range of actors, including, but not limited to, nation states, criminal enterprises, terrorist organizations, and other organizations or individuals, as well as
errors, wrongful conduct or malfeasance by employees and third-party service providers (collectively, “malicious parties”). We expect our third-party vendors
to be subject to similar cyberattacks, ransomware and distributed denial-of-service attacks, spearfishing attacks and other attempted intrusions. The increasing
occurrence of high-profile data breaches and ransomware attacks provides evidence of an environment increasingly hostile to information security.

Despite our security measures, and those of our third-party vendors, our information systems, infrastructure, and data have experienced security incidents and
breaches and may be subject to or vulnerable to breaches or attacks, including ransomware and distributed denial-of-service attacks. If any breach or attack
compromises our networks or those of our vendors, creates s