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You should consider carefully the risks and uncertainties described below, together with all of the other information in this
Annual Report on Form 10- K, which could materially affect our business, financial condition, results of operations and
prospects. The risks described below are not the only risks facing us. Risks and uncertainties not currently known to us or that
we currently deem to be immaterial may also materially affect our business, financial condition, results of operations and
prospects. Risk Factors Summary Our business is subject to numerous risks and uncertainties. These risks include, but are not
limited to, the following: Risks Related to Our Business and Industry ¢ large purchases by a limited number of customers
represent a substantial portion of our revenue; * adverse economic conditions, continuing uncertain economic conditions or
reduced information technology and network infrastructure spending may adversely affect our business; * some key components
in our products come from sole or limited sources of supply and increases the risk of supply shortages, extended lead times or
supply changes; ¢ our revenue and revenue growth rates are volatile and may decline or not meet our or our investor' s
expectations; * our results of operations may vary significantly from period to period and can be unpredictable; ¢ the networking
market is rapidly evolving; ¢ failure to successfully carry out new preduets— product and service offerings and expand into
adjacent markets could adversely impact our business; * we expect our gross margins to vary over time and may be adversely
affected by numerous factors; * we face intense competition and industry consolidation; ¢ we are subject to risks associated with
the expansion of our international sales and operations; * we face risks associated with the investments in and acquisitions of
complementary companies, products or technologies; * seasonality and industry cyclicality may cause fluctuations in our
revenue; * fluctuations in currency exchange rates could adversely affect our business; * failure to raise additional capital on
favorable terms could harm our business. Risks Related to Customers and Sales ¢ inability to attract new large customers or sell
additional products and services to our existing customers could adversely affect our revenue growth; * sales of our switches
generate most of our product revenue; ¢ large customers require more favorable terms; ¢ inability to increase market awareness
or acceptance of our new products and services may adversely affect our revenue; ¢ sales prices of our products and services may
decrease; ¢ sales cycles can be long and unpredictable; « inability to offer high quality support and services could adversely affect
our business; * declines in maintenance renewals by customers could harm our business; ¢ indemnification provisions under our
standard sales contracts could expose us to losses; * we rely on distributors, systems integrators and value- added resellers to sell
our products; ¢ sales to government entities are subject to a number of challenges and risks; * we are exposed to the credit risk of
our channel partners and some of our end customers. Risks Related to Products and Services * product quality problems, defects,
errors or vulnerabilities could harm our business; © failure to anticipate technological shifts could harm our business; ¢ our
products must interoperate with operating systems, software applications and hardware that is developed by others. Risks
Related to Supply Chain and Manufacturing * managing the supply of our products and product components is complex; ¢
primarily reliant upon a predominant merchant silicon vendor; * we depend on third- party manufacturers to build our
products; * future sales forecasts may be-materially naeenrate-change, which could result in incorrect levels of inventory and
purchase commitments; ¢ shipment interruptions or delays could cause our revenue to fall. Risks Related to Intellectual Property
and Other Proprietary Rights ¢ assertions by third parties of intellectual property rights infringement, misappropriation or other
violation could harm our business; ¢ failure or inability to protect or assert our intellectual property rights could harm our
competitive position; * we rely on the availability of licenses to third- party software and other intellectual property; * failure to
comply with licenses to software and other technology could restrict our ability to sell our products;  risk-that-our competitors
could develop products that are similar to or better than ours because we provide access to our software and selected source
code to certain partners. Risks Related to Litigation * we may become involved in litigation that may materially adversely affect
us. Risks Related to Cybersecurity and Data Privacy ¢ defects, errors or vulnerabilities in our products, failure of our products to
detect security breaches or incidents, misuse of our products or risks of product liability could harm our business; ¢ breaches of
our cybersecurity systems or other security breaches could degrade our ability to conduct our business operations and deliver
products and services to our customers, cause vulnerabilities in our products and services or subject us to regulatory enforcement
actions and or fines or liabilities for damages incurred by our customers or partners. Risks Related to Accounting, Compliance,
Regulation and Tax ° failure to maintain effective internal control over financial reporting could adversely affect the accuracy
and timing of our financial reporting; ¢ if our critical accounting policies are based on incorrect assumptions, our results of
operations could fall below analyst and investor expectations and result in a decline in the market price of our common stock; ¢
enhanced U. S. tax, tariff, import / export restrictions, Chinese regulations or other trade barriers may negatively affect our
business; ¢ changes in our income taxes, effective tax rate or aew-tax laws could adversely affect our results; ¢ failure to comply
with government laws and regulations could harm our business; ¢ issues in the development and use of artificial intelligence,
combined with an uncertain regulatory environment, may result in reputational harm, liability, or other adverse consequences to
our business operations; ¢ we are subject to governmental export and import controls that could impair our ability to compete in
international markets or subject us to liability for violations. ¢ failure to comply with anti- bribery and anti- corruption laws and
anti- money laundering laws, and similar laws, could subject us to penalties and other adverse consequences. Risks Related to
Ownership of Our Common Stock ¢ the trading price of our common stock has been and may continue to be volatile and the
value of your investment could decline; ¢ any future decisions to reduce or discontinue repurchasing our common stock pursuant
to our stock repurchase pregrams— program could cause the market price of our common stock to decline; ¢ sales of substantial
amounts of our common stock could reduce the market price of our common stock; ¢ insiders have substantial control over us; *



our charter documents and Delaware law could discourage takeover attempts and lead to management entrenchment. General
Risks ¢ inability to hire, retain, train and motivate qualified personnel and senior management could cause our business to suffer;
« carthquakes, fire, power outages, floods, health epidemics and other catastrophic events could harm our business; * we have
not paid dividends in the past and do not intend to pay dividends for the foreseeable future. We expect large purchases by a
limited number of customers to continue to represent a substantial portion of our revenue, and any loss, delay, decline or other
change in expected purchases could result in material quarter- to- quarter fluctuations of our revenue or otherwise adversely
affect our results of operations. Historically, large purchases by a relatively limited number of customers have accounted for a
significant portion of our revenue. We have experienced unpredictability in the timing of orders from these large customers
primarily due to the time it takes these customers to evaluate, test, qualify and accept our products, the overall complexity of
these large orders and changes in demand patterns specific to these customers, including reductions in or changes in mix of
capital expenditures by these customers and the impact of cost reduction and other efficiency efforts by these customers. For
example, sales to our end eustenters— customer Microsoft represented 20 %, 18 % and 16 % of our total revenue for the
years ended 2024, 2023 and 2022 respectively. And sales to our end customer Meta Platforms in-fiseal2623-and-2622
eel-}eeﬁvel-y—represented 39-15 % ,21 % and 42—26 % of our total revenue, respectlvely for the years ended whereas-sales-to
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fepfeseﬂted—less—t-haﬁ—l—@—%m-ﬁetu“feveﬂu& This Varlablhty In customer Concentratlon has been hnked to the timing of new
product deployments, and spending cycles with these customers, and we expect continued variability in our customer
concentration and timing of sales on a quarterly and annual basis. In addition, we typically provide pricing discounts to large
customers, which reduces gross margins for the period in which such sales occur. As a consequence of the concentrated nature
of our customer base and their purchasing behavior, our quarterly revenue and results of operations have fluctuated from quarter
to quarter and are difficult to estimate and we expect the fluctuations to continue . Changes in the business requirements or
focus, upgrade cycles, vendor selection, project prioritization, manner in which spending allocations are assigned among
multiple vendors based upon specific network roles or projects, financial prospects, lack of growth of our large customers,
capital resources and expenditures or purchasing behavior and deceleration in spending of these customers could significantly
decrease our sales to such customers or could lead to delays, reductions or cancellations of planned purchases of our products or
services. In addition, an increased focus on the deployment of Al enabled solutions by these customers has accelerated the need
for advanced technology offerings including some offerings from potential new market entrants. This prioritization of Al related
infrastructure investment has at times come in conjunction with the announcement of various cost reduction measures by such
customers, including optimization and increased efficiency in non- Al related capital expenditures. In addition, although the
focus on deployment of Al enabled solutions has driven increased demand for networking, the long- term trajectory is
unknown. As such, demand estimates for our new products are difficult to forecast and can create volatility in our
revenue. In some instances, such measures have had, and may continue to have, an impact on certain current or future projects
and have reduced our visibility to customer demand and may result in a reduction or uncertainty in the timing of orders
from these large customers . which may negatively impact our revenue and inereased-- increase eur-the risk of excess and
obsolescence charges on existing-our products. In addition, fiscal 2024 was marked by a year of new produets— product
introductions and expanded use cases ., particularly in the AI Ethernet market, and we expect this to continue into fiscal
202S. This has resulted in increased customer trials and contracts with acceptance periods, and an increase in the
volatility and magnitude of our product deferred revenue balances, which in turn may create variability in our revenue
results on a quarterly and annual basis. In addition, if we are not able to satisfy the requirements under customer trials
or contracts with acceptance periods, we may be required to accept product returns from our customers, which would
prevent us from recogmzmg revenue on such transactlons and may result in the write- down of inventory reduetions-n
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based prlmarlly on purchase orderq some of our customels may—have previously and could continue to cancel, delay, reduce
or otherwise modify their purchase commitments with little or no notice to us. For example, due to manufacturing and supply
chain disruptions resulting in increased lead times, customers had-have, and may continue to ptaeed— place orders based on
longer planning horizons. These customers may decide to delay or cancel such orders for any reason, including changes in their
IT investment priorities, if economic conditions worsen or their financial performance, condition or prospects deteriorate. This
limited visibility regarding our customers’ product needs or changes in those needs, the timing and quantity of which could vary
significantly, requlreq us to rely on estimated demand foreca%t% to determlne how much material to purchase and product to
manufacture. ; ately Extended supplier lead times on some newer
technologies can create greater pressure on our ablllty to forecast future demand , which can lead to excess inventory or
product shortages and whiekh-eeutddead-to delays in fulfilling current and future purchase orders that can impede production by
our customers and harm our customer relationships. Further, if we are unable to reduce our lead times, customers may also
cancel existing orders or reduce future orders. In the event of any cancellations or reductions of orders, or any reductions in
future demand, we may not have enough time to reduce operating expenses to mitigate the effect of the lost revenue on our
business, and in addition, could incur increased excess and obsolete inventory- related charges, all of which could materially
affect our operating results. We may be unable to sustain or increase our revenue from our large customers, grow revenue with
new or other existing customers at the rate we anticipate or at all, or offset a decline or discontinuation of concentrated
purchases by our larger customers with purchases by new or existing customers. These customers could reduce their spending
levels or otherwise could choose to divert all or a portion of their business with us to one of our competitors, re- assign spending
allocations, increase their adoption of" white box" solutions and open- source network operating systems, demand pricing
concessions for our services, or require us to provide enhanced services that increase our costs. Moreover, the Al market is new
and customers continue to evaluate their opportunity in this market, recent advances in network architecture may result in




increased efficiencies and lowering of infrastructure spending and the potential demand for our Al Ethernet switches may
not develop as anticipated or at all. If these factors drive some of our large customers to cancel all or a portion of their business
relationships with us, the growth in our business and the ability to meet our current and long- term financial forecasts may be
materially impacted. We expect that such concentrated purchases will continue to contribute materially to our revenue for the
foreseeable future and that our results of operations may fluctuate materially as a result of such larger customers’ buying
patterns. In addition, we may see consolidation of our customer base, such as among Internet companies and cloud service
providers, which could result in the loss of customers. The loss of such customers, or a significant delay or reduction in their
purchases, including reductions or delays due to customer departures from recent buying patterns, or an unfavorable change in
competitive conditions could materially harm our business, financial condition, results of operations and prospects. Adverse
economic conditions, continuing uncertain economic conditions or reduced information technology and network infrastructure
spending may adversely affect our business, financial condition, results of operations and prospects. Our business depends on
the overall demand for information technology, network connectivity and access to data and applications. Weak domestic or
global economic conditions and continuing economic uncertainty, fear or anticipation of such conditions, a recession,
geopolitical pressures, including international trade disputes, global pandemics such as the COVID- 19 pandemic, or a
reduction in information technology and network infrastructure spending or a deterioration of the financial performance,
condition or prospects of our customers even-if-eeonomie-eondittonstmprove-, could adversely affect our business, financial
condition, results of operations and prospects in a number of ways, including longer sales cycles, reduced demand or lower
prrces for our products and services, higher default rates among our channel partners reduced unrt sales and lower or no growth

ln addrtron the global
macroeconomic environment has been negatrvely affected by, among other thmgs the uncertainty in the global banking and
financial services markets, epidemics, instability in global economic markets, the new U. S. presidential administration,
increased uncertainty associated with recent and scheduled increases in U. S. trade tariffs in the context of escalated and
unresolved trade disputes and tensions between the U. S., China , Mexico, Canada and other countries, inflationary pressures,
higher interest rates, instability in the global credit markets the impact and uncertainty regarding global central bank monetary
policy, instability in the geopolitical environment, the Russia- Ukraine and Israel- Hamas conflicts, the-Houtht-attacks-on-marine
wvessels-in-theRed-Sea;-political tensions between Taiwan and China, political demonstrations, and foreign governmental debt
concerns which have caused, and are likely to continue to cause, uncertainty and instability in local economies and in global
financial markets . While some of our customers may be adversely affected by negative macroeconomic conditions, the
impact may be particularly significant in our enterprise market where we are seeking to increase our penetration into
this market . A government shutdown or a default by the U. S. government on its debt obligations, or related credit- rating
downgrades could also have adverse effects on the broader global economy and contribute to, or worsen, an economic recession.
We believe that any extended or renewed economic disruptions or deterioration in the global economy could have an adverse
impact to our liquidity or to our current and projected business operations, financial condition or results of operations. For
example, if banks or other financial institutions with whom we have banking relationships or whose corporate bonds are held in
our marketable securities investment portfolio, enter receivership or become insolvent in the future, we may be unable to access,
and we may lose some of our existing cash, cash equivalents and investments to the extent those funds are not insured or
otherwise protected by the FDIC. In addition, in such circumstances we might not be able to timely pay key vendors and others.
We regularly maintain cash balances that are not insured or are in excess of the FDIC’ s insurance limit. Any delay in our ability
to access our cash, cash equivalents and investments (or the loss of such funds) or to timely pay key vendors and others could
have a material adverse effect on our operations and cause us to need to seek additional capital sooner than planned. In addition,
business disruptions and supply chain and manufacturing disruptions may result in customers delaying or canceling or
reprioritizing capital expenditures on information technology and network infrastructure, which may affect the overall demand
for our products. Customers may also be placing orders based on longer planning horizons to ensure supply. We also believe
that our customers continue to assess the impact of these macroeconomic factors on their businesses and future investment
plans, resulting in business uncertainty and a more constrained approach to forecasts and orders. Continuing or worsening
economic instability or the deterioration of the financial performance, condition or prospects of our customers could result in a
cancellation of, or defaults in the payments for, such orders or otherwise adversely affect spending for IT, network
infrastructure, systems and tools, and limit our ability to forecast future demand for our products, which could reduce expected
revenue or result in a write- down of excess or obsolete inventory. A downturn or a recession may also significantly affect
financing markets, the availability of capital and the terms and conditions of any financing arrangements, including the overall
cost of financing as well as the financial health or creditworthiness of our customers. Circumstances may arise in which we
need, or desire, to raise additional capital, and such capital may not be available on commercially reasonable terms, or at all.
-Beeattse—seme—Some of the key components in our products come from sole or lrmrted sources of supply —we—have—entefed—l—nte

products rely on components, including merchant silicon chrps 1ntegrated circuit components, pr1nted circuit boards, connectors
, optics, cables , custom- tooled sheet metal and power supplies that we purchase, or our contract manufacturers purchase on our
behalf from a lrmrted number of suppliers, including certain sole source providers. Generalty-In particular , we do not have
guaranteed supply contracts...... long- term customer demand 1f we are primarily reliant upon unable-to-obtatn-suffietent
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eoutd-be-delayed-or-our switching chips halted entirely, or we may be...... on hand or at our contract manufacturers . Our




reliance on component suppliers also yields the potential for the infringement, misappropriation or other violation of third- party
intellectual property rights due to the incorporation of such components into our products. We may not be indemnified by such
component suppliers for such infringement, misappropriation or other violation claims. Any litigation for which we do not
receive indemnification could require us to incur significant legal expenses in defending against such claims or require us to pay
substantial royalty payments or settlement amounts that would not be reimbursed by our component suppliers. Our product
development efforts are also dependent upon the success of our continued collaboration with our key merchant silicon vendors
such as Broadcom andHntet. As we develop our product roadmap, we select specific merchant silicon from these vendors for
each new product. It is critical that we work in tandem with these vendors to ensure that their silicon includes improved features,
that our products take advantage of such improved features, and that such vendors are able to supply us with sufficient quantities
on commercially reasonable term to meet customer demand. Reliance on these relationships allows us to focus our research and
development resources on our software core competencies while leveraging their investments and expertise. The merchant
silicon vendors may not be successful in continuing to innovate , develop products that outperform their competitors or
meet the requirements of our customers , meet deadlines for the release of their products or produce a sufficient supply of
their products. Moreover, these vendors may not collaborate with us or may become competitive with us by selling merchant
silicon for “ white boxes ~” with open- source network operating systems or other products to our customers. If our key
merchant silicon vendors do not continue to innovate, develop products that outperform their competitors or fail to meet the
requirements of our customers, if there are delays in the release of their products or supply shortages, if they no longer
collaborate in such fashion or if such merchant silicon is not offered to us on commercially reasonable terms, our products may
become less competitive, our own product launches could be delayed or we may be required to redesign our products to
incorporate alternative merchant silicon, which could result in lost sales, reduce gross margins, damage to our customer
relationships or otherwise have a material effect on revenue and business, financial condition, results of operations and prospects
halted entirely, or we may be required to redesign our products.Any of these events could result in the cancellation of
orders,lost sales,reduced gross margins or damage to our customer relationships,which would adversely impact our

business, financial condition,results of operations and prospects.Additionally,if our suppliers do not meet their
commitments,customers cancel orders or actual demand is less than our demand forecasts,it could result in excess or obsolete
inventory,which we would be required to write down to its estimated realizable value,which in turn could result in lower gross
margins and operating income.Our operating cash flows have also been and may continue to #+the-fature-be negatively
impacted by significant antnerease-ef-component inventories on hand or at our contract manufacturers . In the event of a
shortage or supply interruption from our component suppliers, we may not be able to develop alternate or second sources in a
timely manner. Further, long- term supply and maintenance obligations to customers increase the duration for which specific
components are required, which may increase the risk of component shortages or the cost of carrying inventory. In addition, our
component suppliers change their selling prices frequently in response to market trends, including industry- wide increases in
demand, or charge additional fees to expedite orders, and because we do not have contracts with these suppliers or guaranteed
pricing, we are susceptible to availability or price fluctuations related to raw materials and components. If we are unable to pass
component price increases along to our customers or maintain stable pricing, our gross margins could be adversely affected and
our business, financial condition, results of operations and prospects could suffer. Our revenue and our revenue growth rates are
volatile and may decline or not meet our or our investors' expectations. Our revenue growth rates in previous periods may not be
indicative of our future performance. We have experienced annual revenue growth rates of 19. § %, 33. 8 %, 48. 6 %, and 27. 2
% anrd=3—9-%-1n 2024, 2023, 2022 ;and 202 | and2026-, respectively. In the future, our revenue growth rates will continue to
be volatile due to cyclical trends in our business, and as we become more penetrated in our existing customer base and product
markets and look to enter and expand into new markets. In addition, we have experienced supply constraints that have resulted
in manufacturing and shipment delays, which have negatively affected the timing of revenue recognition. If these manufacturing
and supply chain disruptions recur and / or if we are unable to reduce our lead times it could also result in the cancellation of
orders by customers, reduce demand from existing customers in future periods, and increase difficulty in adding new customers.
Other factors may also contribute to declines in our growth rates, including changes in demand for our products and services,
particularly from our large customers, the deterioration of the financial performance, condition or prospects of our large
customers, change% in capital spending by our large customers, increased competition, price sensitivities from our customers to
increases in our pricing, our ability to successfully manage our expansion or continue to capitalize on growth opportunities, the
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as campus switching, WHF+Wi- Fi networking markets and network security markets. ¥e-Recent technologies, such as
generative Al models, have experieneed-emerged, and while they have driven increased demand for networking, the long-
term trajectory is unknown and it is difficult for us to predict the demand for such new technologies. Customers may
overestimate demand for their Al build outs and cancel, delay, reduce or otherwise modify their purchase commitments
with little or no notice to us. In addition, customer may implement changes to their network architecture to improve
efficiencies and reduce demand for our products. As such, demand estimates for our new products are difficult to
forecast and create volatility in our revenue. In addition, given the timing and prioritization of customer orders and
shipment patterns, near term revenue trends may not be reflective of current demand levels. Furthermore, any
prolonged economic disruptions or deterioration in the global economy could have a negative impact on demand from
eertatrofour farge-customers in future periods , particularly in the enterprise market where we and-some-of ourlarge
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these-eustomers;-which may result in reductions in overall demand from these customers in future perrods and negatrvely impact
our revenue, financial condition, business or prospects. You should not rely on our revenue for any prior quarterly or annual
period as an indication of our future revenue or revenue growth. If we are unable to maintain consistent revenue or revenue
growth, our business, financial condition, results of operations and prospects could be materially adversely affected, and our
stock price could be volatile. Our results of operations have varied significantly from period to period and are unpredictable and
if we fail to meet the expectations of analysts or investors or our previously issued financial guidance, or if any forward- looking
financial guidance does not meet the expectation of analysts or investors, the market price of our common stock could decline
substantially. Our results of operations have historically varied from period to period, and we expect that this trend will
continue. As a result, you should not rely upon our past financial results for any period as indicators of future performance. Our
results of operations in any given period have been and could continue to be influenced by a number of factors, many of which
are outside of our control and may be difficult to predict, including: * general economic conditions, both domestically and in
foreign markets, and disruptions in our business and the markets due to, among other things, recessionary risks and a global
economic downturn, higher interest rates, monetary policy shifts, inflationary pressures, supply chain and labor shortages, the
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an a-a attonal-trade-wa ; and-China-an ; » our inability to fulfill our customers’
orders, the deferral, reduction or cancellatron of orders sor the delay in shipment of our products; ¢ the reduction in future
demand for our products by our customers or increased difficulty in adding new customers due to the unavailability or
unpredictable supply of inventory, supply chain delays, access to key commodities or technologies, manufacturing disruptions
or other events that impact our manufacturers or their suppliers; * a deferralreduction , or eaneeHatiorruncertainty in the
timing, of orders from our large customers ; ¢ due—te—}eﬂg—}ead—&mes—announcements by us or other competitors of new
products or product enhancements, warranty returns, general economic conditions or other factors; ¢ our ability to increase sales
to existing customers and attract new customers, including large customers; ¢ the budgeting, sales, implementation and refresh
cycles, purchasing practices, technology roadmaps and priorities and buying patterns of customers, including large customers
who generally receive lower pricing terms due to volume discounts and who may or may not make large bulk purchases in
certain quarters or who may elect to re- assign allocations to multiple vendors based upon specific network roles or projects or
who may be placing orders based on longer planning horizons to ensure supply; * changes in the growth rate of existing or new
customers or the deterioration of the financial performance, condition or prospects of existing or new customers, including large
customers and service providers, changes in end- customer, distributor or reseller requirements or market needs, and changes in
growth rates of the networking market; * the inclusion of any acceptance provisions in our customer contracts and
increased customer trials, and any delays in acceptance, or rejection, or any return, of those products; ¢ the cost and
potential outcomes of existing and future litigation; ¢ increased expenses resulting from increases in component, production and
logistics costs resulting from factors such as global inflationary pressures, shortages in supply for semiconductors, and China' s
controls on the use of certain products and on the export of metals used in semiconductor manufacturing, or the tariffs imposed
by the U. S. on goods from other countries and tariffs imposed by other countries on U. S. goods, including the tariffs
implemented by the U. S. government on various imports from China and Mexico ;  changes in our pricing policies, whether
initiated by us or as a result of competition; ¢ the amount and timing of operating costs and capital expenditures related to the
operation and expansion of our business; ¢ difficulty forecasting, budgeting and planning due to limited visibility into the
spending plans of current or prospectrve customers; * excess or obsolete inventory resultmg in write- downs and charges related
to supplier liabilities < Faeeeptan Ay y aeeepta
these-produets—; * the actual or rumored trmlng and success of new product and service 1ntr0duct10ns by us or our competitors or
any other change in the competitive landscape of our industry, including consolidation among our competitors or customers; ®
our ability to successfully expand our business domestically and internationally; ¢ our ability to increase the size and production
of our sales or distribution channel, or any disruption in, or termination of, our sales or distribution channels; ¢ decisions by
potential customers to purchase our networking solutions from larger, more established vendors, white box vendors with open-
source network operating systems or their primary network equipment vendors; * disruptions caused by pandemics, such as
the COVID- 19 pandemic, and the government restrictions in response to the-pandemie-pandemics ;  insolvency or credit
difficulties confronting our customers, which could adversely affect their ability to purchase or pay for our products and
services, or confronting our key suppliers, including our sole source suppliers, which could disrupt our supply chain; ¢
seasonality or cyclical fluctuations in our markets; * future accounting pronouncements or changes in our accounting policies; ®
our overall effective tax rate, including impacts caused by any reorganization in our corporate structure, any changes in our
valuation allowance for domestic deferred tax assets and any new legislation or regulatory developments; ¢ increases or
decreases in our expenses caused by fluctuations in foreign currency exchange rates, as an increasing portion of our expenses are
incurred and paid in currencies other than the U. S. dollar; « increases in cybersecurity threats, including security threats from
state sponsors; and ¢ other risk factors described in this Annual Report on Form 10- K. Any one of the factors above or the
cumulative effect of several of the factors described above may result in significant fluctuations in our financial and other results
of operations and may cause the market price of our common stock to decline. This variability and unpredictability could result
in our failure to meet our revenue, gross margins, results of operations or other expectations contained in any forward- looking
financial guidance we have issued or the expectations of securities analysts or investors for a particular period. If we fail to meet
or exceed such guidance or expectations for these or any other reasons, the market price of our common stock could decline




substantially, and we could face costly lawsuits, including securities class action suits. In the past, we have failed to meet
investor financial expectations and the market price of our common stock declined. The networking market is rapidly evolving.
If this market does not evolve as we anticipate or our target customers do not adopt our networking solutions, we may not be
able to compete effectively, and our ability to generate revenue will suffer. A substantial portion of our business and revenue
depends on the growth and evolution of the networking market, including the evolution of the market for Al networks and the
future deployment of Ethernet networking solutions in these Al networks. The market demand for networking solutions has
increased in recent years as customers have deployed larger, more sophisticated networks and have increased the use of
virtualization and cloud computing. The continued growth of this market will be dependent upon many factors including but not
limited to the adoption of and demand for our customers’ products and services, the expansion, evolution and build out of our
customers’ networks, the capacity utilization of existing network infrastructures, changes in the technological requirements for
the products and services to be deployed in these networks, the amount and mix of capital spending by our customers, including
any changing technology priorities such as the #aptd-deployment of Al and related technologies, the development of network
switches and cloud service solutions by our large customers for internal use, the financial performance and prospects of our
customers, the availability of capital resources to our customers, changes in government regulation that could impact
networking business models including those regulations related to Al, cybersecurity, privacy, data protection and net neutrality,
our ability to provide networking solutions that address the needs of our customers more effectively and economically than
those of other competitors or existing technologies and general economic conditions. In particular, recent technologies, such as
generative Al models, have emerged, and while the-they market-have driven increased demand for networking, the long-
term trajectory is unknown and it is difficult for us to predict the demand for such new technologies. Customers may
overestimate demand for their Al appheations-is-build outs and cancel, delay, reduce or otherwise modify their purchase
commitments with little or no notice to us. In addition, customers may implement changes to their network architectures
to improve efficiencies and reduce demand for our products. As such, demand estimates for our new products and-etr
eustomers-arc eontinuing-difficult to evaluate-theiroppeortunity-forecast and create volatility in this-matketour revenue and
inventory levels . If the Al market does not develop as anticipated or at all, then the potential demand for Al Ethernet switches
may not be realized. Moreover, even if the market for Al applications does develop, the successful adoption of Al Ethernet
products will be dependent upon their ability to compete against more established InfiniBand products or against the Al
Ethernet products of other competitors to address Al networking clusters. If the networking solutions market including the Al
Ethernet market does not develop in the way we anticipate or otherwise experiences a slow- down, if our solutions do not offer
benefits compared to competing networking products or if customers do not recognize the benefits that our solutions provide,
then our business, financial condition, results of operations and prospects could be materially adversely affected. We pursue new
product and service offerings and expand into adjacent markets, and if we fail to successfully carry out these initiatives, our
business, financial condition, or results of operations could be adversely impacted. We have made substantial investments to
develop new products and services and enhancements to existing products through our acquisitions and internal research and
development efforts to expand our product offerings and maintain our revenue growth. If we are unable to anticipate
technological changes in our industry by introducing new or enhanced products and services in a timely and cost- effective
manner or if we fail to introduce products and services that meet market demand, we may lose our competitive position, our
products may become obsolete, and our business, financial condition or results of operations could be adversely affected. For
example, with our most recently introduced 800 GbE and Al focused Ethernet products, our ability to continue to maintain our
competitive position with our customers will depend on our ability to deliver these new products in a timely manner, our
customers' acceptance of these products and the growth of the markets that these products serve. In addition, the evaluation,
testing and qualification of our new products by our customers may be lengthy and may require increased customer trials and
eontraetaal-contracts with acceptance clauses, which eewdd-delay ewrrevenue recognition and-may negatively impact our
revenue . Fiscal 2024 was marked by a year of new product introductions and expanded use cases, particularly in the Al
Ethernet market, and we expect this to continue into fiscal 2025. This has resulted in increased customer trials and
contracts with acceptance periods, and and-- an increase in the volatility and magnitude of our product deferred revenue
balances , which in turn may create variability in our revenue results on a quarterly and annual basis. In addition, if we
are not able to satisfy the requirements under customer trials or contracts with acceptance periods, we may be required
to accept product returns from our customers, which would prevent us from recognizing revenue on such transactions
and may result in the write- down of inventory . Additionally, from time to time, we invest in expansion into adjacent
markets, including campus and W+F+Wi- Fi networking, Al networking, cloud and enterprise routing markets, network
security markets and SD- WAN markets. Although we believe these solutions are complementary to our current offerings, we
have less experience and a more limited operating history in these markets, and our efforts in this area may not be successful.
Expanding our services in existing and new markets and increasing the depth and breadth of our presence imposes significant
burdens on our marketing, compliance, and other administrative and managerial resources. Our plan to expand and deepen our
market share in our existing markets and possibly expand into additional markets is subject to a variety of risks and challenges.
Our success in these new markets depends on a variety of factors, including but not limited to our ability to develop new
products, new product features and services that address the customer requirements for these markets, attract a customer base in
markets in which we have less experience, compete with new and existing competitors in these adjacent markets, and gain
market acceptance of our new products. In addition, when we introduce new products, we expect that it will take time for
manufacturing to ramp production and fulfill customer demand. Developing our products is expensive, and the investment
in product development may-typically irvelve-involves a long payback cycle. We expect to continue to invest heavily in
software development in order to expand the capabilities of our cloud networking platform and introduce new products and
features. We expect that our results of operations will be impacted by the timing and size of these investments. These



investments may take several years to generate positive returns, if ever. Additionally, future market share gains may take longer
than planned and cause us to incur significant costs. If we are unable to attract new large customers or to sell additional products
and services to our existing customers, our revenue growth will be adversely affected, and our revenue could decrease.
Difficulties in any of our new product development efforts or our efforts to enter adjacent markets could adversely affect our
operating results and financial condition. We expect our gross margins to vary over time and may be adversely affected by
numerous factors. We expect our gross margins to vary over time and the gross margins we have achieved in recent years may
not be sustainable and may be adversely affected in the future by numerous factors, including but not limited to pricing pressure
on our products and services due to competition, the ability of more fully integrated competitors to bundle their networking
products with other products, or utilize proprietary silicon in their products, the mix of sales to large customers who generally
receive lower pricing, the mix of products sold, manufacturing- related costs, including costs associated with sourcing key
components from sole or limited suppliers and potential changes to our manufacturing and supply chain to respond to
international trade wars, supply chain sourcing act1v1t1es rnerchant sﬂrcon costs, aneexcess / obsolete inventory and supplier
liability charges, and fees to expedite supplier ine : components inventory-held
by-and costs related to tariffs from our eeﬁtfaet—products that are ﬂ&a-nufaefufers-manufactured internationally . [n addition,
other factors that may impact our gross margins over time include the introduction of new products and new business models
including the sale and delivery of more software and subscription solutions, entry into new markets or growth in lower margin
markets, entry in markets with different pricing and cost structures, pricing discounts given to customers, costs associated with
defending intellectual property rights infringement, misappropriation or other violation claims and the potential outcomes of
such disputes, increased costs arising from epidemics, changes in distribution channels, increased warranty costs, and our ability
to execute our operating plans. In addition, inflationary pressures and shortages have increased and may continue to increase
costs for certain materials, components, supplies and services. As a result of cost inflation in our supply chain, we have
implemented targeted price increases from time to time. However, these price increases could result in a decrease in demand for
our products which would decrease revenue. In addition, if business were subject to sustained economic stress or recession,
many of the risk factors identified in this risk factors section could be heightened. We determine our operating expenses largely
on the basis of anticipated revenue and a high percentage of our expenses are fixed in the short and medium term. As a result, a
failure or delay in generating or recognizing revenue could cause significant variations in our operating results and operating
margin from quarter to quarter. Failure to sustain or improve our gross margins reduces our profitability and may have a material
adverse effect on our business and stock price. We face intense competition, especially from larger, well- established companies
and industry consolidation may lead to further increased competition, which may harm our business, financial condition, results
of operations and prospects. The markets in which we compete, including the markets for data center, campus networking and
network visibility and security, are intensely competitive, and we expect competition to increase in the future from established
competitors, industry consolidation and new market entrants. This competition has resulted in increased pricing pressure, which
could result in reduced profit margins, increased sales and marketing expenses and the loss of market share, any of which would
likely harm our business, financial condition, results of operations and prospects. The data center and campus networking
markets have been historically dominated by Cisco, with competition also coming from other large network equipment and
system vendors, including ExtremeNetworks;-Dell / EMC, Extreme Networks, Hewlett Packard Enterprise, Nvidia-Huawei ,
Juniper Networks , Nvidia and white box networking vendors utilizing open- source operating systems . Most of our
competitors and some strategic alliance partners have made acquisitions and / or have entered into or extended partnerships or
other strategic relationships to offer more comprehensive product lines, including cloud networking solutions and network
security. For example, Cisco acquired Acacia Communications, Broadcom acquired Brocade Communications and VMware,
Dell acquired Forcel0 Networks, Hewlett Packard Enterprise recently announced the acquisition of Juniper Networks. This
industry consolidation may lead to increased competition and may harm our business. Large system vendors are increasingly
seeking to deliver vertically integrated cloud networking solutions to customers that combine cloud- focused hardware and
software solutions as an alternative to our products. We expect this trend to continue as companies attempt to strengthen their
market positions in an evolving industry and as companies are acquired or are unable to continue operations. Industry
consolidation may result in stronger competitors that are better able to compete with us, and this could lead to more variability in
our results of operations and could have a material adverse effect on our business, the pricing of our solutions, financial
condition, results of operations and prospects. We also face competition from other companies and new market entrants,
including current technology partners, suppliers and customers or other cloud service providers who may acquire or develop
network switches and cloud service solutions for internal use and / or to broaden their portfolio of products to market and sell to
customers. Some of these competitors are developing " white box" networking products based on open- source network
operating systems that may be provided for free and off- the shelf or commodltlzed hardware technology, or* whlte box ”’
hardware, while other competitors may pa ; 6 depte
sueh-produetofferingsoradopt a disaggregated approach to the procurement of hardware and their proprletary software
Customers may also increase their adoption of networking solutions based upon open- source network operating systems that
may be provided for free and used either on “ white box ” or proprietary hardware. As new markets emerge like Al, we expect
the field to remain intensely competitive. In addition, we have not established broad market awareness or acceptance of our Al
Ethernet products that will compete against more established InfiniBand products or against the AI Ethernet products of
other competitors . Furthermore, the entrance of new competitors into our markets or the increased adoption of these new
technology solutions or consumption models may cause downward pricing pressures, result in lost sales or otherwise have a
material adverse effect on our business, prospects, financial condition and operating results. Our relationships with our strategic
alliance partners or suppliers may also shift as industry dynamics changes. If strategic alliance partners acquire or develop
competitive products or services, our relationship with those partners may be adversely impacted, which could lead to more




variability to our results of operations and impact the pricing of our solutions. Many of our existing and potential competitors
enjoy substantial competitive advantages, such as greater name recognition and longer operating histories, larger sales and
marketing budgets and resources, broader distribution and established relationships with channel partners and end customers,
the ability to leverage their sales efforts across a broader portfolio of products, the ability to bundle competitive offerings with
other products and services or to reduce the price of products and services that compete with ours in order to promote the sale of
other products or services, the ability to develop their own silicon chips, the ability to set more aggressive pricing policies, lower
labor and development costs, greater resources to make acquisitions, larger intellectual property rights portfolio, and
substantially greater financial, technical, research and development or other resources. In addition, large competitors may have
more extensive relationships with and within existing and potential customers that provide them with an advantage in competing
for business with those customers or may have a dominant market position in certain markets that they can utilize to
leverage sales of their Ethernet switching products . For example, certain large competitors encourage customers of their
other products and services to adopt their data networking solutions through discounted bundled product packages. Our ability
to compete will depend upon our ability to provide a better solution than our competitors at a more competitive price. We may
be required to make substantial additional investments in research, development, marketing and sales in order to respond to
competition, and we cannot assure you that these investments will achieve any returns for us or that we will be able to compete
successfully in the future. We also expect increased competition if our market continues to expand. As we continue to expand
globally, we have seen and continue to see new competition in different geographic regions. In particular, we have experienced
and could continue to experience price- focused competition from competitors in Asia, especially from China. As we expand
into new markets, we will face competition not only from our existing competitors but also from other competitors, including
existing companies with strong technological, marketing, and sales positions in those markets, as well as those with greater
resources, including technical and engineering resources, than we do. Conditions in our market could change rapidly and
significantly as a result of technological advancements or other factors. We are subject to a number of risks associated with the
expansion of our international sales and operations. Our ability to grow our business and our future success will depend to a
significant extent on our ability to expand our operations and customer base worldwide. Many of our customers, resellers,
partners, suppliers and manufacturers operate around the world. Operating in a global marketplace, we are subject to risks
associated with having an international reach and compliance and regulatory requirements. Our international sales and
operations are subject to a number of risks, including the following: ¢ ability to establish necessary business relationships and to
comply with local business requirements, including distributor and reseller relationships; ¢ greater difficulty in enforcing
contracts and accounts receivable collection and longer collection periods and non- standard terms with customers related to
payment, warranties or performance obligations; ¢ increased management complexity involved in, and expenses incurred in
establishing and maintaining our international operations; * deterioration of political relations between the U. S. and China,
Canada, Mexico, Russia and EU including international trade wars and increased tariffs between the U. S. and such
countries or regions, which could have a material adverse effect on our sales as well as our manufacturing operations
and supply chain in these countries; * fluctuations in exchange rates between the U. S. dollar and foreign currencies where we
do business; ¢ general economic and political conditions in these foreign markets; ¢ global macroeconomic conditions, including
recessionary cycles; ¢ risks associated with U. S. and foreign legal requirements, including those relating to anti- corruption,
anti- bribery, telecommunications, cybersecurity, supply chain integrity, privacy, data protection and the importation,
certification and localization of our products in foreign countries; * risks associated with government trade restrictions, including
those which may impose restrictions, including prohibitions on the exportation, re- exportation, sale, shipment or other transfer
of programming, technology, components, and / or services to foreign persons; ¢ changes in trade controls, economic sanctions,
or other international trade regulations, which have in general recently trended toward increasing breadth and complexity of
controls, and which may affect our ability to import or export our products to and from various countrles . rrsks of unexpected
changes in regulatory practrces tarlffs and tax laws and treatres * gren :

between Taiwan and Chrna and other factors affectrng mrhtary, pohtlcal or economic conditions in Taiwan or elsewhere in
Asia; e issues related to cloud- specific and / or Al regulatory requirements in certain countries, including the UK, EU and Asia-
Pacific countries; ¢ the uncertainty of protection and enforcement for intellectual property rights in some countries; and *
heightened risk of unfair or corrupt business practices in certain geographies and of improper or fraudulent sales arrangements
that may impact financial results and result in restatements of, or irregularities in, financial statements. These and other factors
could harm our ability to gain future international revenue and, consequently, materially affect our business, financial condition,
results of operations and prospects. Expanding our existing international operations and entering into additional international
markets will require significant management attention and financial commitments. Our failure to successfully manage our
international operations and the associated risks effectively could limit our future growth or materially adversely affect our
business, financial condition, results of operations and prospects. We have invested and may continue to invest in or acquire
other businesses which could require significant management attention, disrupt our business, dilute stockholder value and
adversely affect our business, financial condition, results of operations and prospects. As part of our business strategy, we have
made and could continue to make investments in complementary companies, products or technologies which could involve
licenses, additional channels of distribution, discount pricing or investments in or acquisitions of other companies. For example,
we completed the acquisition of Untangle Holdings and Pluribus Networks in 2022, which required management to focus efforts
on integrating these acquisitions with the company. In addition, the privately- held companies in which we invested are in the
startup or development stages. These investments are inherently risky because the markets for the technologies or products



these companies are developing are typically in the early stages and may never materialize, and we could lose our entire
investment in these companies. We may not be able to find suitable investment or acquisition candidates and we may not be able
to complete such investments or acquisitions on favorable terms, if at all. If we do complete investments or acquisitions, we may
not ultimately strengthen our competitive position or achieve our goals, and any investments or acquisitions we complete could
be viewed negatively by our customers, investors and securities analysts. Through acquisitions, we continue to expand into new
markets and we may experience challenges in entering into new markets for which we have not previously manufactured and
sold products, including facing exposure to new market risks, difficulty achieving expected business results due to a lack of
experience in new markets, products or technologies or the initial dependence on unfamiliar distribution partners or vendors. In
addition, investments and acquisitions may result in unforeseen operating difficulties and expenditures. For example, if we are
unsuccessful at integrating any acquisitions or retaining key talent from those acquisitions, or the technologies associated with
such acquisitions, into our company, the business, financial condition, results of operations and prospects of the combined
company could be adversely affected. We may have difficulty retaining the employees of any acquired business or the acquired
technologies or research and development expectations may prove unsuccessful. Any integration process may require significant
time and resources, and we may not be able to manage the process successfully. Acquisitions may also disrupt our ongoing
business, divert our resources and require significant management attention that would otherwise be available for development
of our business. We may not successfully evaluate or utilize the acquired technology or personnel or accurately forecast the
financial effects of an acquisition transaction, including accounting charges. Any acquisition or investment could expose us to
unknown liabilities. Moreover, we cannot assure you that the anticipated benefits of any acquisition or investment would be
realized or that we would not be exposed to unknown liabilities. We may not be successful in retaining or expanding the
customers and sales activities of any acquired business or in realizing the expected operational and cost efficiencies anticipated
with the acquisition. We may have to pay cash, incur debt or issue equity securities to pay for any such investment or
acquisition, each of which could adversely affect our financial condition or the market price of our common stock. The sale of
equity or issuance of debt to finance any such acquisitions could result in dilution to our stockholders. The incurrence of
indebtedness would result in increased fixed obligations and could also include covenants or other restrictions that would
impede our ability to manage our operations. Moreover, if the investment or acquisition becomes impaired, we may be required
to take an impairment charge, which could adversely affect our financial condition or the market price of our common stock.
Seasonality and industry cyclicality may cause fluctuations in our revenue and results of operations. We operate on a-December
31st year end and typically have lower sequential quarter over quarter revenue growth in the first quarter of each fiscal year,
often followed by stronger sequential revenue growth in subsequent-the ensuing quarters. We believe that this seasonality
results from a number of factors, including the procurement, budgeting and deployment cycles of many of our customers. The
effects of recent supply chain disruptions and our rapid growth may have reduced the impact of seasonal or cyclical factors that
might otherwise have influenced our business and broader industry performance. If our growth rates slow, seasonal or cyclical
variations in our operations may become more pronounced over time and may materially affect our business, financial
condition, results of operations and prospects. In addition, any supply chain shortages and manufacturing disruptions that result
in extended lead times may impact our ability to manufacture and ship products to our customers in a timely manner, which may
disrupt typical seasonal trends. We are exposed to fluctuations in currency exchange rates, which could adversely affect our
business, financial condition, results of operations and prospects. Our sales contracts are primarily denominated in U. S. dollars,
and therefore, substantially all of our revenue is not subject to foreign currency risk; however, as a result of the strengthening U.
S. dollar, there has been an increase in the cost of our products to our customers outside of the U. S., which could adversely
affect our business, financial condition, results of operations and prospects. In addition, a decrease in the value of the U. S.
dollar relative to foreign currencies could increase our product and operating costs in foreign locations. Further, a portion of our
operating expenses is incurred outside the U. S., is denominated in foreign currencies and is subject to fluctuations due to
changes in foreign currency exchange rates. If we are not able to successfully hedge against the risks associated with the
currency fluctuations, our business, financial condition, results of operations and prospects could be adversely affected. If we
needed to raise additional capital to expand our operations, invest in new products or for other corporate purposes, our failure to
do so on favorable terms could reduce our ability to compete and could harm our business, financial condition, results of
operations and prospects. We expect that our existing cash and cash equivalents, will be sufficient to meet our anticipated cash
needs for the foreseeable future. If we did need to raise additional funds to expand our operations, invest in new products or for
other corporate purposes, we may not be able to obtain additional debt or equity financing on favorable terms. If we raise
additional equity financing, our stockholders may experience significant dilution of their ownership interests, and the market
price of our common stock could decline. Furthermore, if we engage in debt financing, the holders of such debt would have
priority over the holders of common stock, and we may be required to accept terms that restrict our ability to incur additional
indebtedness or impose other restrictions on our business. We may also be required to take other actions that would otherwise be
in the interests of the debt holders, including maintaining specified liquidity or other ratios, any of which could harm our
business, financial condition, results of operations and prospects. If we need additional capital and cannot raise it on acceptable
terms, we may not be able to, among other things, enhance our products and services, expand our sales and marketing and
research and development organizations, acquire complementary technologies, products or businesses, and respond to
competitive pressures or unanticipated working capital requirements. Our failure to do any of these things could seriously harm
our business, financial condition, results of operations and prospects. If we are unable to attract new large customers or to sell
additional products and services in the AI Ethernet, Campus Workspace and Network Security Markets, to our existing
customers, our revenue growth will be adversely affected and our revenue could decrease. To increase our revenue, we must add
new customers, especially large customers, and sell additional products and services to existing customers. For example, one of
our sales strategies is to expand our current footprint by targettargeting specific projects at our current customers because



they are familiar with the operational and economic benefits of our solutions, thereby reducing the sales cycle into these
customers. We also believe the opportunity with current customers is significant given their existing infrastructure and expected
future spend. Another one of our sales strategies is focused on increasing penetration in the enterprise and-, campus and Al
markets. However, sales strategies focused on expansion to adjacent markets can require more time and effort since enterprise
and campus customers typically start with small purchases, and in the case of new markets such as AI where we are
introducing new products there is-are often atenglonger testing and qualification perted-periods . For this reason, in order
to grow our revenue, it is important for us to attract new large customers. Some factors that may limit our ability to attract new
large customers include, but are not limited to, saturation with certain large cloud networking customers, customers priorities
and initiatives to invest in new technology, competition, decreased capital spending by such customers, a limited number of
such customers, and a decline in growth at such customers. If we fail to attract new large customers, including enterprise ase-,
campus and Al customers, er-fail to reduce the sales cycle and sell additional products to our existing customers or if our
products are not accepted by these customers, our business, financial condition, results of operations and prospects will be
harmed. Sales of our switches generate most of our product revenue, and if we are unable to continue to grow sales of these
products, our business, financial condition, results of operations and prospects will suffer. Historically, we have derived
substantially all of our product revenue from sales of our switching and routing platforms, and we expect to continue to do so for
the foreseeable future. We have experienced declines in sales for some of our products over time as they mature and are
superseded by products with improved performance and functionality. A decline in the price of switches and related services, or
our inability to increase sales of these products, would harm our business, financial condition, results of operations and prospects
more seriously than if we derived significant revenue from a larger variety of product lines and services. Our future financial
performance will also depend upon successfully developing and selling next- generation versions of our switches. If we fail to
deliver new products, new features, or new releases that customers want and that allow us to maintain leadership in what will
continue to be a competitive market environment, our business, financial condition, results of operations and prospects will be
harmed. Our large customers generally require more favorable terms and conditions from their vendors and may request price
concessions. As we seek to sell more products to these customers, we may be required to agree to terms and conditions that may
have an adverse effect on our business or ability to recognize revenue. Our large customers have significant purchasing power
and, as a result, generally receive more favorable terms and conditions than we typically provide to other customers, including
lower prices, bundled upgrades, extended warranties, acceptance terms, indemnification terms and extended return policies and
other contractual rights. As we seek to sell more products to these large customers, an increased mix of our shipments may be
subject to such terms and conditions, which may reduce our margins or affect the timing and amount of eurrevenue
reeognittorr, and thus may have an adverse effect on our business, financial condition, results of operations and prospects. If we
are unable to increase market awareness or acceptance of our new products and services, our revenue may not continue to grow
or may decline. We have not yet established broad market awareness or acceptance of products and services that we have
introduced in the Al Ethernet, campus workspace and network security markets. Market awareness of our value proposition and
products and services will be essential to our continued growth and our success, particularly for the service provider and broader
enterprise markets. Additionally, because we are introducing new products in markets such as the AI Ethernet market,
some products are subject to trials, testing, qualification and acceptance periods. [f our marketing efforts are unsuccessful
in creating market awareness of our company and our products and services or in gaining access to new customer markets, or if
these new products and services are not accepted by customers, then our business, financial condition, results of operations and
prospects will be adversely affected, and we will not be able to achieve sustained growth. The sales prices of our products and
services may decrease, which may reduce our gross profits and adversely affect our results of operations. The sales prices for
our products and services may decline for a variety of reasons, including competitive pricing pressures, discounts, a change in
our mix of products and services, the introduction of new products and services by us or by our competitors including the
adoption of “ white box ” solutions, promotional programs, or broader macroeconomic factors. In addition, we have provided,
and plan to continue to in the future provide, pricing discounts to large customers, which may result in lower margins for the
period in which such sales occur. Our gross margins may also fluctuate as a result of the timing of such sales to large customers.
We have historically experienced declines in sales prices for some of our products and services and could continue to experience
such declines. Competition continues to increase in the markets in which we participate, and we expect competition to further
increase in the future, thereby leading to increased pricing pressures. Larger competitors with more diverse product and service
offerings may reduce the price of products and services that compete with ours or may bundle them with other products and
services. Additionally, although we generally price our products and services worldwide in U. S. dollars, currency fluctuations in
certain countries and regions may adversely affect actual prices that partners and customers are willing to pay in those countries
and regions. Furthermore, sales prices and gross profits for our products may decrease over product life cycles. Decreased sales
prices for any reason may reduce our gross profits and adversely affect our result of operations. Our sales cycles can be long and
unpredictable, and our sales efforts require considerable time and expense. As a result, our sales and revenue are difficult to
predict and may vary substantially from period to period, which may cause our results of operations to fluctuate significantly.
The timing of our sales and revenue recognition is difficult to predict because of the length and unpredictability of our products’
sales cycles. A sales cycle is the period between initial contact with a prospective customer and any sale of our products. End-
customer orders often involve the purchase of multiple products. These orders are complex and difficult to complete because
prospective customers generally consider a number of factors over an extended period of time before committing to purchase the
products and solutions we sell. Customers, especially our large customers, often view the purchase of our products as a
significant and strategic decision and require considerable time to evaluate, test and qualify our products prior to making a
purchase decision and placing an order. The length of time that customers devote to their evaluation, contract negotiation and
budgeting processes varies significantly. In addition, customers may delay upgrades to their network infrastructure which



extends the upgrade and sales cycle. Our products’ sales cycles are eanbe-lengthy in certain cases, especially with respect to our
prospective large customers and certain markets including the enterprise ané~, campus and AI markets. During the sales cycle,
we expend significant time and money on sales and marketing activities and make investments in evaluation equipment, all of
which lower our operating margins, particularly if no sale occurs. Even if a customer decides to purchase our products, there are
many factors affecting the timing of our recognition of revenue, which makes our revenue difficult to forecast. For example,
there may be unexpected delays in a customer’ s internal procurement processes, particularly for some of our larger customers
for which our products represent a very small percentage of their total procurement activity. In addition, due to macroeconomic
uncertainties, the sales cycle may be extended and there may be delays and reductions of expenditures and cancellations by
customers. There are many other factors specific to customers that contribute to the timing of their purchases and the variability
of our revenue recognition, including the strategic importance of a particular project to a customer, budgetary constraints and
changes in their personnel. Even after a customer makes a purchase, there may be circumstances or terms relating to the
purchase that delay our ability to recognize revenue from that purchase including acceptance terms contained in such
agreements . In addition, the significance and timing of our product enhancements, and the introduction of new products by our
competitors, may also affect customers’ purchases. For all of these reasons, it is difficult to predict whether a sale will be
completed, the particular period in which a sale will be completed or the period in which revenue from a sale will be recognized
,if atall . If our sales cycles lengthen or acceptance of such products is not achieved , our revenue could be lower than
expected, which would have an adverse effect on our business, financial condition, results of operations and prospects. Our
ability to sell our products is highly dependent on the quality of our support and services offerings, and if we are unable to offer
high- quality support and services this could adversely effect on our business, financial condition, results of operations and
prospects. Once our products are deployed within our customers’ networks, our customers depend on our support organization
and our channel partners to resolve any issues relating to our products. High- quality support is critical for the successful
marketing and sale of our products. If we or our channel partners do not assist our customers in deploying our products
effectively, do not succeed in helping our customers resolve post- deployment issues quickly or do not provide adequate ongoing
support, or if we experience quality issues with these new products, it could adversely affect our ability to sell our products to
existing customers and could harm our reputation with potential customers. In addition, as we continue to expand our operations
internationally, our support organization will face additional challenges, including those associated with delivering support,
training and documentation in languages other than English. Our failure or the failure of our channel partners to maintain high-
quality support and services could have a material adverse effect on our business, financial condition, results of operations and
prospects. Our business depends on customers renewing their maintenance and support contracts. Declines in maintenance
renewals by customers could harm our future business, financial condition, results of operations and prospects. We typically sell
our products with maintenance and support as part of the initial purchase, and a portion of our ansat-revenue comes from
renewals of maintenance and support contracts. Our customers have no obligation to renew their maintenance and support
contracts after the expiration of the initial period, and they may elect not to renew their maintenance and support contracts, to
renew their maintenance and support contracts at lower prices through alternative channel partners or to reduce the product
quantity under their maintenance and support contracts, thereby reducing our future revenue from maintenance and support
contracts. If our customers, especially our large customers, do not renew their maintenance and support contracts or if they
renew them on terms that are less favorable to us, our revenue may decline and our business, financial condition, results of
operations and prospects will suffer. Our standard sales contracts contain indemnification provisions requiring us to defend our
customers against third- party claims, including against infringement, misappropriation or other violation of certain intellectual
property rights that could expose us to losses which could seriously harm our business, financial conditions, results of operations
and prospects. Under the indemnification provisions of our standard sales contracts, we agree to defend our customers and
channel partners against third- party claims asserting infringement, misappropriation or other violation of certain intellectual
property rights, which may include patents, copyrights, trademarks or trade secrets, and to pay judgments entered on such
claims. An adverse ruling in such litigation may potentially expose us to claims in the event that claims are brought against our
customers based on the ruling and we are required to indemnify such customers. Our exposure under these indemnification
provisions is frequently limited to the total amount paid by our customer under the agreement. However, certain agreements
include indemnification provisions that could potentially expose us to losses in excess of the amount received under the
agreement. Any of these events, including claims for indemnification, could seriously harm our business, financial condition,
results of operations and prospects. In addition to our own direct sales force, we rely on distributors, systems integrators and
value- added resellers to sell our products, and our failure to effectively develop, manage or prevent disruptions to our
distribution channels and the processes and procedures that support them could cause a reduction in the number of customers of
our products. Our future success is highly dependent upon maintaining our relationships with distributors, systems integrators
and value- added resellers and establishing additional sales channel relationships. We anticipate that sales of our products to a
limited number of channel partners will continue to account for a material portion of our total product revenue for the
foreseeable future. We provide our channel partners with specific training and programs to assist them in selling our products,
but these steps may not be effective. In addition, our channel partners may be unsuccessful in marketing, selling and supporting
our products and services. If we are unable to develop and maintain effective sales incentive programs for our channel partners,
we may not be able to incentivize these partners to sell our products to customers. These partners may have incentives to
promote our competitors’ products to the detriment of our own or may cease selling our products altogether. One of our channel
partners could elect to consolidate or enter into a strategic partnership with one of our competitors, which could reduce or
eliminate our future opportunities with that channel partner. Our agreements with our channel partners may generally be
terminated for any reason by either party with advance notice. We may be unable to retain these channel partners or secure
additional or replacement channel partners. The loss of one or more of our significant channel partners requires extensive



training, and any new or expanded relationship with a channel partner may take several months or more to achieve productivity.
Where we rely on the channel partners for sales of our products, we may have little or no contact with the ultimate users of our
products that purchase through such channel partners, thereby making it more difficult for us to establish brand awareness,
ensure proper delivery and installation of our products, service ongoing end- customer requirements, estimate end- customer
demand and respond to evolving end- customer needs. In addition, our channel partner sales structure could subject us to
lawsuits, potential liability and reputational harm if, for example, any of our channel partners misrepresent the functionality of
our products or services to customers, fail to comply with their contractual obligations or violate laws such as the U. S. Foreign
Corrupt Practices Act or other applicable anti- corruption laws or our corporate policies. If we fail to effectively manage our
existing sales channels, or if our channel partners are unsuccessful in fulfilling the orders for our products, if we are unable to
enter into arrangements with, and retain a sufficient number of, high- quality channel partners in each of the regions in which we
sell products and keep them motivated to sell our products, our ability to sell our products and our business, financial condition,
results of operations and prospects will be harmed. A portion of our revenue is generated by sales to government entities, which
are subject to a number of challenges and risks. We anticipate increasing our sales efforts to U. S. and foreign, federal, state and
local governmental customers in the future. Sales to government entities are subject to a number of risks. Selling to government
entities can be highly competitive, expensive and time consuming, often requiring significant upfront time and expense without
any assurance that these efforts will generate a sale. The substantial majority of our sales to date to government entities have
been made indirectly through our channel partners. Government certification requirements for products like ours may change
and, in doing so, restrict our ability to sell into the government sector until we have attained revised certifications. Government
demand and payment for our products and services may be affected by public sector budgetary cycles and funding
authorizations, with funding reductions or delays adversely affecting public sector demand for our products and services.
Government entities may have statutory, contractual or other legal rights to terminate contracts with our distributors and resellers
for convenience or due to a default. Selling to government entities requires us to comply with various regulations that are not
applicable to sales to non- government entities, including regulations that may relate to pricing, prohibitions against use of
certain foreign components in our products and services, anti- corruption and other matters. The U. S. government may require
certain products that it purchases to be manufactured in, or may require that products it purchases contain a certain threshold of *
domestic origin ” components from, the U. S. and other relatively high- cost manufacturing locations, and we may not
manufacture all products in locations that meet these requirements. Complying with these regulations may-also requtre-requires
us to put in place controls and procedures to monitor compliance with applicable regulations that may be costly or not possible.
Governments also routinely investigate and audit government contractors’ administrative processes and contract compliance.
Failure to comply with the terms of our government contracts or applicable regulations, or an unfavorable audit, could result in
the government ceasing to buy our products and services, a reduction of revenue, fines or civil or criminal liability, all of which
could have a material adverse effect on our business, financial condition, results of operations and prospects. We are exposed to
the credit risk of our channel partners and some of our customers, which could result in material losses. Most of our contracts
with customers are on an open credit basis, with standard payment terms payment terms of 36-days-and-the-remaindergenerally
between-30 to 90 days. We monitor individual end- customer payment capability in granting such open credit arrangements, seek
to limit such open credit to amounts we believe the customers can pay and maintain reserves we believe are adequate to cover
exposure for doubtful accounts. We are unable to recognize revenue from shipments until the collection of those amounts
becomes reasonably assured. Any significant delay or default in the collection of significant accounts receivable could result in
an increased need for us to obtain working capital from other sources, possibly on worse terms than we could have negotiated if
we had established such working capital resources prior to such delays or defaults. Any significant default could adversely affect
our results of operations and delay our ability to recognize revenue. A material portion of our sales is derived through our
distributors, systems integrators and value- added resellers. Some of our distributors, systems integrators and value- added
resellers may experience financial difficulties, which could adversely affect our collection of accounts receivable. Distributors
tend to have more limited financial resources than other systems integrators, value- added resellers and customers. Distributors
represent potential sources of increased credit risk because they may be less likely to have the reserve resources required to meet
payment obligations. Our exposure to credit risks of our channel partners may increase if our channel partners and their
customers are adversely affected by global or regional economic conditions. One or more of these channel partners could delay
payments or default on credit extended to them, either of which could materially adversely affect our business, financial
condition, results of operations and prospects. Product quality problems, defects, errors or vulnerabilities in our products or
services could harm our reputation and adversely affect our business, financial condition, results of operations and prospects. We
produce highly complex products that incorporate advanced technologies, including both hardware and software technologies.
Despite testing prior to their release, our products may contain undetected defects or errors, especially when first introduced or
when new versions are released. Product defects or errors could affect the performance of our products, could result in a failure
of appropriate updates to be distributed or installed, could delay the development or release of new products or new versions of
products, and could result in warranty claims and product liability claims from customers. Any actual or perceived defect, error,
or vulnerability in our products or services, or other allegations of unsatisfactory performance could cause us to lose revenue or
market share, increase our service costs, cause us to incur substantial costs in analyzing, correcting or redesigning the products
or otherwise addressing defects, errors or vulnerabilities, cause us to lose significant customers, harm our reputation and market
positions, subject us to liability for damages, subject us to litigation, regulatory inquiries or investigations, and divert our
resources from other tasks, any one of which could materially adversely affect our business, financial condition, results of
operations and prospects. From time to time, we have had to replace certain components of products that we had shipped and
provide remediation in response to the discovery of defects or bugs, including failures in software protocols or defective
component batches resulting in reliability issues, in such products, and we may be required to do so in the future. We may also



be required to provide full replacements or refunds for such defective products. We cannot assure you that such remediation or
any of the other circumstances described above, including claims, litigation, or regulatory investigations, would not have a
material effect on our business, financial condition, results of operations and prospects. If we do not successfully anticipate
technological shifts and develop products and product enhancements that meet those technological shifts, if those products are
not made available in a timely manner or do not gain market acceptance, or if we do not successfully manage product
introductions, we may not be able to compete effectively, and our ability to generate revenue will suffer. We must continue to
enhance our existing products and develop new technologies and products that address emerging technological trends, evolving
industry standards and changing end- customer needs. The process of enhancing our existing products and developing new
technology is complex and uncertain, and new offerings require significant upfront investment that may not result in material
design improvements to existing products or result in marketable new products or costs savings or revenue for an extended
period of time, if at all. In addition, new technologies could render our existing products obsolete or less attractive to customers,
and our business, financial condition, results of operations and prospects could be materially adversely affected if such
technologies are widely adopted. For example, customers may prefer to address their network switch requirements by licensing
software operating systems separately and placing them on “ white box ” hardware rather than purchasing integrated hardware
products as has occurred in the server industry. Additionally, customers may require product upgrades including higher Ethernet
speeds and additional functionality to address the increasing demands of the cloud computing environments. In the past several
years, we have announced a number of new products and enhancements to our products and services, including new products in
the Al Ethernet, campus workspace and network security markets. The success of our new products depends on several factors
including, but not limited to, appropriate new product definition, the development of product features that sufficiently meet end-
user requirements, our ability to manage the risks associated with new product production ramp- up issues, component costs,
availability of components, timely completion and introduction of these products, prompt solution of any defects or bugs in these
products, our ability to support these products, differentiation of new products from those of our competitors and market
acceptance of these products. For example, our new product releases will require strong execution from our third- party
merchant silicon chip suppliers to develop and release new merchant silicon chips that satisfy end- customer requirements, to
meet expected release schedules and to provide sufficient quantities of these components. If we are unable to successfully
manage our product introductions or transitions, or if we fail to penetrate new markets, as a result of any of these or other
factors, our business, financial condition, results of operations and prospects could be adversely affected. Our product releases
introduced new software products that include the capability for disaggregation of our software operating systems from our
hardware. The success of our strategy to expand our software business is subject to a number of risks and uncertainties including
the additional development efforts and costs to create these new products or make them compatible with other technologies, the
potential for our strategy to negatively impact revenue and gross margins and additional costs associated with regulatory
compliance. We may not be able to successfully anticipate or adapt to changing technology or end- customer requirements on a
timely basis, or at all. If we fail to keep up with technology changes or to convince our customers and potential customers of the
value of our solutions even in light of new technologies, we may lose customers, decrease or delay market acceptance and sales
of our present and future products and services and materially and adversely affect our business, financial condition, results of
operations and prospects. Our products must interoperate with operating systems, software applications and hardware that is
developed by others, and if we are unable to devote the necessary resources to ensure that our products interoperate with such
software and hardware, we may lose or fail to increase market share and experience a weakening demand for our products.
Generally, our products comprise only a part of the network infrastructure and must interoperate with our customers’ existing
infrastructure, specifically their networks, servers, software and operating systems, which may be manufactured by a wide
variety of vendors and OEMs. Our products must comply with established industry standards in order to interoperate with the
servers, storage, software and other networking equipment in the network infrastructure such that all systems function efficiently
together. We depend on the vendors of servers and systems in a data center to support prevailing industry standards. Often, these
vendors are significantly larger and more influential in driving industry standards than we are. Also, some industry standards
may not be widely adopted or implemented uniformly and competing standards may emerge that may be preferred by our
customers. In addition, when new or updated versions of these software operating systems or applications are introduced, we
must sometimes develop updated versions of our software so that our products will interoperate properly. We may not
accomplish these development efforts quickly, cost- effectively or at all. These development efforts require capital investment
and the devotion of engineering resources. If we fail to maintain compatibility with these systems and applications, our
customers may not be able to adequately utilize our products, and we may lose or fail to increase market share and experience a
weakening in demand for our products, among other consequences, which would adversely affect our business, financial
condition, results of operations and prospects. Managing the supply of our products and product components is complex.
Insufficient component supply and inventory and the time to manufacture our products may result in lost sales opportunities
or delayed revenue, while excess inventory may harm our gross margins. Managing our manufacturing capacity and extended
supply chain is complex, and our inventory management systems and related supply- chain visibility tools may not enable us to
foreeast-aceurately-and-effectively manage the supply of our products and product components. Our ability to manage our
supply chain has also and could continue to be adversely affected by other factors including geopolitical conditions such as the
Russia- Ukraine conflict and related economic sanctions against Russia, the Israel- Hamas conflict, the Houthi attacks on marine
vessels in the Red Sea, changing international the-U—S—trade policies war-with-China-and political tensions between China and
Taiwan. Global geopolitical and macroeconomic uncertainties have resulted in prolonged manufacturing and supply chain
disruptions, including temporary closures of certain eentractmanafaetarer-manufacturing and supplier facilities particularly
within China and controls on certain supplies including China' s restrictions in the use of Micron products and its controls on
metals used in semiconductor manufacturing such as gallium and germanium which, in turn, have caused and may continue to



cause shortages of, and extended lead times for, components used to manufacture our products, increases in the prices for such
components, a reduction, unpredictability or interruption of supply, prioritization of component shipments to other vendors and
decommitments of orders. In addition, China imposed additional export controls on critical metals including tungsten,
tellurium, bismuth, molybdenum, and indium (and related compounds) in February 2025 as part of its response to the
United States’ s imposition of an additional 10 % tariff on products from China. [nsufficient component supply, and
increases in the time required to manufacture our products ;-may lead to prolonged inventory shortages, manufacturing
disruptions and increased customer lead times for our products that could result in increased cancellation of orders or loss of
future sales opportunities altogether as potential customers turn to competitors’ products that are readily available. In addition,
in order to meet customer lead times, we have, and may continue to expedite the supply of components and make
incremental investments in our supply chain to increase our capacity for manufacturing products, which increases our
product costs. In order to reduce manufacturing lead times and plan for adequate component supply, we have issued and
expect to continue to issue purchase orders for components and products that are non- cancellable and non- returnable, including
purchase commitments for semiconductors as disclosed in Note 5. Commitments and Contingencies of the Notes to
Consolidated Financial Statements included in Part II, Item 8, of this Annual Report on Form 10- K. Industry-wide-Our
business is emerging from a period of unprecedented global supply chain disruptions. Throughout this period shortages
fes&}ted—m—exteﬁded—lead—&me—feﬁeempeﬂeﬁts— we made s1gn1f1cant supply cham 1nvestments, including incremental whiek
#61 ased-etr-purchase
commltmentq for long lead time componentq in response to extended v1s1b111ty to deployment plans from our customers .
Although the global supply chain has shown improvement, we have had to invest in inventory to address forecast
uncertainty and expect that our inventory and purchase commitments fer-eempenents-and-will remain volatile as we ramp
new produets— product introductions. In particular, we have reeently-deelinted;-increased our purchase commitments to
respond to they— the rematnrat-elevatedlevels;rapid deployment of AI networks and may-eontinte-to-rematnrelevated-in-the
near-term;-and-reduce overall lead times which will increase our working capital requirements. there-There is no guarantee
that suppliers will meet their commitments or that actual customer demand will not be lower than our demand forecasts. As
customer lead times improve more broadly, we have seen and expect to continue to see a commensurate reduction in visibility to
customer demand and a gradual return to a somewhat shorter demand- planning horizon. Additionally, certain customers have
and may continue to engage in cost reduction measures including reductions in capital expenditures and other efficiency efforts
which may result in a cancellation of orders or reduce demand for our products. We establish a liability for non- cancellable,
non- returnable purchase commitments with our component inventory suppliers for quantities in excess of our demand forecasts,
or for products that are considered obsolete. In addition, we establish a liability and reimburse our contract manufacturer for
component inventory purchased on our behalf that has been rendered excess or obsolete due to manufacturing and engineering
change orders, or in cases where inventory levels greatly exceed our demand forecasts. The farger-magnitude of these balances,
combined with a reduction in customer demand- planning horizons and shifting product priorities, has resulted in increased risk
that we may not be able to sell all of this inventory, which in turn has resulted, and may in the future result, in additional excess
and obsolete inventory- related charges. Our non- cancellable commitments and the cash deposits to secure our purchases with
our contract manufacturers are disclosed in Note 5. Commitments and Contingencies of the Notes to Consolidated Financial
Statements included in Part 11, Item 8, of this Annual Report on Form 10- K. If we ultimately determine that we have excess or
obsolete inventory, we may have to reduce our prices and write down inventory to its estimated realizable value, which in turn
could result in lower gross margins. If we are unable to effectively manage our supply and inventory, our business, financial
condition, results of operations and prospects could be adversely affected. Because we depend on third- party manufacturers to
build our products, we are susceptible to manufacturing delays and pricing fluctuations that could prevent us from shipping end-
customer orders on time, if at all, or on a cost- effective basis, which may result in the loss of sales and customers. We depend
on third- party contract manufacturers to manufacture our product lines. A significant portion of our cost of revenue consists of
payments to these third- party contract manufacturers. Our reliance on these third- party contract manufacturers reduces our
control over the manufacturing process, quality assurance, product costs and product supply and timing, which exposes us to
operational risks including their ability to obtain in a timely manner sufficient components for our products and to ramp
manufacturing sufficiently to meet our customer demand. Our reliance on contract manufacturers also yields the potential for
their infringement, misappropriation or other violation of third- party intellectual property rights in the manufacturing of our
products or their infringement, misappropriation or other violation of our intellectual property rights in the manufacturing of
other customers’ products. If we are unable to manage our relationships with our third- party contract manufacturers effectively,
or if these third- party manufacturers suffer delays or disruptions or quality control problems in their operations, experience
increased manufacturing lead times, capacity constraints or fail to meet our future requirements for timely delivery, our ability to
ship products to our customers would be severely impaired, and our business, financial condition, results of operations and
prospects would be seriously harmed. To the extent that our products are manufactured at facilities in foreign countries, we may
be subject to additional risks associated with complying with local rules and regulations in those jurisdictions. For example, due
to the COVID- 19 pandemic, some of our contract manufacturers experienced temporary closures and labor shortages as-a-result
of shelter-inplace-orders-issued-ntheirtoealjurisdietions-. Shelter in place orders, factory closures or reductions in staffing at
our manufacturing sites would result in material disruptions, increased lead times and supply shortages of our products . Due to
their existence in foreign locations, our contract manufacturers may also be subject to or become subject to new or
increased tariffs which, if sufficiently high, may affect the profitability of these operations and may require relocation to
new locations, moves which may require bearing associated costs. There is no guarantee that any contract
manufacturing location may not be targeted by tariffs or other trade measures imposed by the United States or another
country . Our contract manufacturers typically fulfill our supply requirements on the basis of individual orders. We do not have




long- term contracts with our third- party manufacturers that guarantee capacity, the continuation of particular pricing terms or
the extension of credit limits. Accordingly, they are not obligated to continue to fulfill our supply requirements, which could
result in supply shortages, and the prices we are charged for manufacturing services could be increased on short notice. For
example, a competitor could place large orders with the third- party manufacturer, thereby utilizing all or substantially all of
such third- party manufacturer’ s capacity and leaving the manufacturer little or no capacity to fulfill our individual orders
without price increases or delays, or at all. Our contract with one of our contract manufacturers permits it to terminate the
agreement for convenience, subject to prior notice requirements. We may not be able to develop alternate or second contract
manufacturers in a timely manner. If we add or change contract manufacturers or change any manufacturing plant locations
within a contract manufacturer network, we would add additional complexity and risk to our supply chain management and may
increase our working capital requirements. Ensuring a new contract manufacturer or new plant location is qualified and has
sufficient manufacturing capacity to manufacture our products to our standards and industry requirements could take significant
effort and be time consuming and expensive, and any delays or failures to adequately ramp production to meet our customer
demand could negatively impact our business, financial condition, results of operations and prospects. Any addition or change in
manufacturers may be extremely costly, time consuming and we may not be able to do so successfully. Furthermore, when we
introduce new products, it could take time for manufacturing to ramp production and fulfill customer demand. In
addition, we may be subject to additional significant challenges to ensure that quality, processes and costs, among other issues,
are consistent with our expectations and those of our customers. A new contract manufacturer or manufacturing location may
not be able to scale its production of our products at the volumes or quality we require. This could also adversely affect our
ability to meet our scheduled product deliveries to our customers, which could damage our customer relationships and cause the
loss of sales to existing or potential customers, late delivery penalties, delayed revenue or an increase in our costs which could
adversely affect our gross margins. This could also result in increased levels of inventory subjecting us to increased risk of
excess and obsolete charges that could have a negative impact on our operating results. Any production interruptions, labor
shortages or disruptions for any reason, including those noted above, as well as a natural disaster, epidemic, war, capacity
shortages, adverse results from intellectual property litigation or quality problems, at one of our manufacturing partners would
adversely affect sales of our product lines manufactured by that manufacturing partner and adversely affect our business,
financial condition, results of operations and prospects. We base our inventory requirements on our forecasts of future sales. If
these demand forecasts are-materially inaeeurate-orchange from our initial projections , we may procure inventory that we
may be unable to use in a timely manner or at all. We and our contract manufacturers procure components and build our
products based on our forecasts. These forecasts are based on estimates of future demand for our products, which are in turn
based on historical trends and analysis from our sales and marketing organizations, adjusted for overall market conditions and
other factors. In order to address supply chain shortages and extended lead times, we have entered , and may continue to enter,
into significant purchase commitments with our contract manufacturers and supphers w1th issuance of aﬁd—we—have—tsa&ed—non—
cancellable purchase orders for such commitments —Adth ee chase-eommitments;-we
have-also-experieneed-nereasednventorytevels- There is no guarantee that supphers will meet thelr commltments or that
actual customer demand will directly match our demand forecasts. If our forecasts are-materially intaeetrate-er-change from our
initial projections , customers' orders are cancelled or if we otherwise do not need such inventory, we may under- or over-
procure inventory, which could materially adversely affect our business, financial condition and results of operations.
Interruptions or delays in shipments could cause our revenue for the applicable period to fall below expected levels. We have
been and could eentintie-to-be subject to manufacturing disruptions and supply chain delays in the future . This places
significant pressure on supply chain management, manufacturing, inventory and quality control management, shipping and trade
compliance. Consequently, this has hindered and may continue to hinder our ability to forecast component supply,
manufacturing capacity and timing of inventory receipts. A significant interruption in these critical functions has resulted and
could continue to result in delayed order fulfillment or cancellation of orders, which may negatively impact our relationships
with our customers, reduce future sales or otherwise adversely affect our business, financial condition, results of operations and
prospects and result in a decline in the market price of our common stock. Assertions by third parties of infringement,
misappropriation or other violations by us of their intellectual property rights, or other lawsuits asserted against us, could result
in significant costs and substantially harm our business, financial condition, results of operations and prospects. Patent and other
intellectual property rights disputes are common in the network infrastructure, network security and Wi- Fi industries and have
resulted in protracted and expensive litigation for many companies. Many companies in the network infrastructure, network
security and Wi- Fi industries, including our competitors and other third parties, as well as non- practicing entities, own large
numbers of patents, copyrights, trademarks, trade secrets and other intellectual property rights, which they may use to assert
claims of infringement, misappropriation, or other violations of intellectual property rights against us. From time to time, they
have or may in the future also assert such claims against us, our customers or channel partners whom we typically indemnify
against claims that our products infringe, misappropriate or otherwise violate the intellectual property rights of third parties. For
example, we have previously been involved in litigation with Cisco and OptumSoft, and are currently involved in litigation with
WSOU Investments LLC (“ WSOU ”), which is described in the *“ Legal Proceedings ”” subheading in Note 5. Commitments and
Contingencies of the Notes to Consolidated Financial Statements included in Part II, Item 8, of this Annual Report on Form 10-
K. As the number of products and competitors in our market increases and overlaps occur or if we enter into new markets,
claims of infringement, misappropriation and other violations of intellectual property rights may increase. Any claim of
infringement, misappropriation or other violations of intellectual property rights by a third- party, even those without merit,
could cause us to incur substantial costs defending against the claim, distract our management from our business and require us
to cease use or practice of such intellectual property. In addition, some claims for patent infringement may relate to
subcomponents that we purchase from third parties. If these third parties are unable or unwilling to indemnify us for these




claims, we could be substantially harmed. The patent portfolios of most of our competitors are larger than ours. This disparity
may increase the risk that our competitors may sue us for patent infringement and may limit our ability to counterclaim for
patent infringement or settle through patent cross- licenses. In addition, future assertions of patent rights by third parties, and any
resulting litigation, may involve patent holding companies or other adverse patent owners who have no relevant product revenue
and against whom our own patents may therefore provide little or no deterrence or protection. We cannot assure you that we are
not infringing, misappropriating or otherwise violating any third- party intellectual property rights. The third- party asserters of
intellectual property rights infringement claims may be unreasonable in their demands, or may simply refuse to settle, which
could lead to expensive settlement payments, longer periods of litigation and related expenses, additional burdens on employees
or other resources, distraction from our business, supply stoppages and lost sales. An adverse outcome of a dispute may require
us to pay substantial damages or penalties including treble damages if we are found to have willfully infringed a third- party’ s
patents; cease making, licensing, using or importing into the U. S. products or services that are alleged to infringe,
misappropriate or violate the intellectual property rights of others; expend additional development resources to attempt to
redesign our products or services or otherwise to develop non- infringing technology, which may not be successful; enter into
potentially unfavorable royalty or license agreements in order to obtain the right to use necessary technologies or intellectual
property rights; and indemnify our partners and other third parties. Any damages, penalties or royalty obligations we may
become subject to as a result of an adverse outcome, and any third- party indemnity we may need to provide, could harm our
business, financial condition, results of operations and prospects. Royalty or licensing agreements, if required or desirable, may
be unavailable on terms acceptable to us, or at all, and may require significant royalty payments and other expenditures. Further,
there is little or no information publicly available concerning market or fair values for license fees, which can lead to
overpayment of license or settlement fees. In addition, some licenses may be non- exclusive, and therefore our competitors may
have access to the same technology licensed to us. Suppliers subject to third- party intellectual property rights infringement
claims also may choose or be forced to discontinue or alter their arrangements with us, with little or no advance notice to us. Any
of these events could seriously harm our business, financial condition, results of operations and prospects. In the event that we
are found to infringe, misappropriate or violate any third- party intellectual property rights, we could be enjoined, or subject to
other remedial orders that would prohibit us, from making, licensing, using or importing into the U. S. or elsewhere such
products or services. In order to resume such activities with respect to any affected products or services, we (or our component
suppliers) would be required to develop technical redesigns that no longer infringe, misappropriate or violate the third- party
intellectual property right. In any efforts to develop technical redesigns for these products or services, we (or our component
suppliers) may be unable to do so in a manner that does not continue to infringe the third- party intellectual property right or
that is acceptable to our customers. These redesign efforts could be extremely costly and time consuming as well as disruptive to
our other development activities and distracting to management. Moreover, such redesigns could require us to obtain approvals
from the court or administrative body to resume the activities with respect to these affected solutions. We may not be successful
in our efforts to obtain such approvals in a timely manner, or at all. Any failure to effectively redesign our solutions or to obtain
timely approval of those redesigns by a court or administrative body may cause a disruption to our product shipments and
materially and adversely affect our business, prospects, reputation, results of operations, and financial condition. For example, in
two prior investigations brought by Cisco in the International Trade Commission (“ ITC ), we were subjected to remedial
orders that prohibited us from importing and selling after importation any products the ITC found to infringe Cisco’ s patents.
As aresult, we were required to redesign certain aspects of our products and obtain U. S. Customs and Border Protection’ s
approval of those redesigns before we could continue to import those products into the United States. If we are unable to protect
our intellectual property rights, our competitive position could be harmed or we could be required to incur significant expenses
to enforce our rights. We depend on our ability to protect our proprietary technology. We rely on trade secret, patent, copyright
and trademark laws and confidentiality agreements with employees and third parties, all of which offer only limited protection.
The process of obtaining patent protection is expensive and time- consuming, and we may not be able to prosecute all necessary
or desirable patent applications at a reasonable cost or in a timely manner. We may choose not to seek patent protection for
certain innovations and may choose not to pursue patent protection in certain jurisdictions. Further, we do not know whether any
of our pending patent applications will result in the issuance of patents or whether the examination process will require us to
narrow our claims. To the extent that additional patents are issued from our patent applications, which is not certain, they may
be contested, circumvented or invalidated in the future. Moreover, the rights granted under any issued patents may not provide
us with proprietary protection or competitive advantages, and, as with any technology, competitors may be able to develop
similar or superior technologies to our own now or in the future. In addition, we rely on confidentiality or license agreements
with third parties in connection with their use of our products and technology. There is no guarantee that such parties will abide
by the terms of such agreements or that we will be able to adequately enforce our rights, in part because we rely on “ shrink-
wrap ” or other unsigned licenses in some instances. We have not registered our trademarks in all geographic markets. Failure to
secure those registrations could adversely affect our ability to enforce and defend our trademark rights and result in
indemnification claims. Further, any claim of infringement by a third- party, even those claims without merit, could cause us to
incur substantial costs defending against such claim, could divert management attention from our business and could require us
to cease use or practice of such intellectual property in certain geographic markets. Despite our efforts, the steps we have taken
to protect our proprietary rights may not be adequate to preclude misappropriation of our proprietary information or
infringement of our intellectual property rights, and our ability to police such misappropriation or infringement or any other
violation is uncertain, particularly in countries outside of the United States. Detecting and protecting against the unauthorized
use of our products, technology and proprietary rights is expensive, difficult and, in some cases, impossible. Litigation may be
necessary in the future to enforce or defend our intellectual property rights, to protect our trade secrets or to determine the
validity and scope of the proprietary rights of others. Such litigation could result in substantial costs and diversion of



management resources, either of which could harm our business, financial condition, results of operations and prospects, and
there is no guarantee that we would be successful. Furthermore, many of our current and potential competitors have the ability
to dedicate substantially greater resources to protecting their technology or intellectual property rights than we do. Accordingly,
despite our efforts, we may not be able to prevent third parties from infringing or misappropriating our intellectual property
rights, which could result in a substantial loss of our market share. We rely on the availability of licenses to third- party software
and other intellectual property. Many of our products and services include software or other intellectual property licensed from
third parties, and we otherwise use software and other intellectual property licensed from third parties in our business. This
exposes us to risks over which we may have little or no control. For example, a licensor may have difficulties keeping up with
technological changes or may stop supporting the software or other intellectual property that it licenses to us. Also, it will be
necessary in the future to renew licenses, expand the scope of existing licenses or seek new licenses, relating to various aspects
of these products and services or otherwise relating to our business, which may result in increased license fees. These licenses
may not be available on acceptable terms, if at all. In addition, a third- party may assert that we or our customers are in breach
of the terms of a license, which could, among other things, give such third- party the right to terminate a license or seek damages
from us, or both. The inability to obtain or maintain certain licenses or other rights or to obtain or maintain such licenses or rights
on favorable terms, or the need to engage in litigation regarding these matters, could result in delays in releases of products and
services and could otherwise disrupt our business, until equivalent technology can be identified, licensed or developed, if at all,
and integrated into our products and services or otherwise in the conduct of our business. Moreover, the inclusion in our
products and services of software or other intellectual property licensed from third parties on a nonexclusive basis may limit our
ability to differentiate our products from those of our competitors . Lastly, our use of third- party technology may subject us
to claims of infringement which could result in a material adverse effect on our business, financial condition, results of
operations and time- intensive litigation and for which we may not be eligible for indemnification protections . Any of
these events could have a material adverse effect on our business, financial condition, results of operations and prospects. Our
products contain third- party open source software components, and failure to comply with the terms of the underlying open
source software licenses could restrict our ability to sell our products. Our products contain software modules licensed to us by
third- party authors under ““ open source ” licenses. Use and distribution of open source software may entail greater risks than
use of third- party commercial software, as open source licensors generally do not provide warranties or other contractual
protections regarding intellectual property rights infringement, misappropriation or violation claims or the quality of the code.
Some open source licenses contain requirements that we make available source code for modifications or derivative works we
create based upon the type of open source software that we use. If we combine our software with open source software in a
certain manner, we could, under certain open source licenses, be required to release portions of the source code of our software
to our customers or the public more generally. This would allow our competitors to create similar products with lower
development effort and time and ultimately could result in a loss of product sales for us. Although we monitor our use of open
source software to avoid subjecting our products to conditions we do not intend, the terms of many open source licenses have
not been interpreted by U. S. courts, and these licenses could be construed in a way that could impose unanticipated conditions
or restrictions on our ability to commercialize our products. Moreover, we cannot assure you that our processes for controlling
our use of open source software in our products will be effective. If we are held to have breached the terms of an open source
software license, we could be required to seek licenses from third parties to continue offering our products on terms that are not
economically feasible, to re- engineer our products, to discontinue the sale of our products if re- engineering could not be
accomplished on a timely basis or to make generally available, in source code form, our proprietary code, any of which could
adversely affect our business, financial condition, results of operations and prospects. We provide access to our software and
other selected source code to certain partners, which creates additional risk that our competitors could develop products that are
similar to or better than ours. Our success and ability to compete depend substantially upon our internally developed technology,
which is incorporated in the source code for our products. We seek to protect the source code, design code, documentation and
other information relating to our software, under trade secret, patent and copyright laws. However, we have chosen to provide
access to selected source code of our software to several of our partners for co- development, as well as for open application
APIs, formats and protocols. Though we generally control access to our source code and other intellectual property and enter
into confidentiality or license agreements with such partners as well as with our employees and consultants, this combination of
procedural and contractual safeguards may be insufficient to protect our trade secrets and other rights to our technology. Our
protective measures may be inadequate, especially because we may not be able to prevent our partners, employees or
consultants from violating any agreements or licenses we may have in place or abusing their access granted to our source code.
Improper disclosure or use of our source code could help competitors develop products similar to or better than ours. We may
become involved in litigation that may materially adversely affect us. From time to time, we are involved in legal proceedings
relating to matters incidental to the ordinary course of our business, including patent, copyright, commercial, product liability,
employment, class action, whistleblower and other litigation, in addition to governmental and other regulatory investigations
and proceedings. Such matters can be time- consuming, divert management’ s attention and resources, cause us to incur
significant expenses or liability and / or require us to change our business practices. For example, we were previously involved
in litigation with Cisco and OptumSoft. In addition, on November 25, 2020, WSOU filed a lawsuit against us in the Western
District of Texas asserting that certain of our products infringe three WSOU patents. WSOU' s allegations are directed to certain
features of our wireless and switching products. WSOU seeks remedies including monetary damages, attorney’ s fees and costs.
On February 4, 2021, we filed an answer denying WSOU' s allegations. On November 5, 2021, the case was transferred to the
Northern District of California. On March 30, 2022, WSOU dismissed one of the patents with prejudice, removing Arista
wireless products from those accused of infringement. On July 1, 2022, the court stayed the case pending the resolution of an
inter partes review of one of the patents- in- suit. On May 30, 2023, the US Patent Trial and Appeal Board (“ PTAB ”) ruled all



challenged claims in the inter partes review unpatentable. The district court case remains stayed pending appeal and / or final
resolution of the PTAB ruling. We intend to vigorously defend against the claims brought against us by WSOU. However, we
cannot be certain that any of WSOU' s claims will be resolved in our favor, regardless of the merits of those claims. Any adverse
litigation ruling could result in a significant damages award against us and injunctive relief. Because of the potential risks,
expenses and uncertainties of litigation, we may, from time to time, settle disputes, even where we have meritorious claims or
defenses. Although we have insurance which may provide coverage for some kinds of claims we may face, that insurance may
not cover some kinds of claims or types of relief and may not be adequate in a particular case. Because litigation is inherently
unpredictable, we cannot assure you that the results of any of these actions will not have a material adverse effect on our
business, financial condition, results of operations and prospects. For more information regarding the litigation in which we
have been involved, see the *“ Legal Proceedings ” subheading in Note 5. Commitments and Contingencies of the Notes to
Consolidated Financial Statements included in Part II, Item 8, of this Annual Report on Form 10- K. Defects, errors or
vulnerabilities in our products, the failure of our products to detect security breaches or incidents, the misuse of our products or
the risks of product liability could harm our reputation and adversely impact our operating results. Our products, services and
internal network systems could become a target for security attacks, including attacks specifically designed to disrupt our
business and our customers and introduce malicious software and attacks by state sponsors. If our products, services or internal
networks, system or data are or are perceived to have been compromised, our reputation may be damaged and our financial
results may be negatively affected. Organizations are increasingly subject to a wide variety of attacks on their networks,
systems, endpoints, products and services, and no security solution, including our security platform, can address all possible
security threats or block all methods of penetrating a network, products and services or otherwise perpetrating a security
incident. Additionally, any defects, errors, or vulnerabilities in our security platform or in the hardware upon which it is
deployed, including a failure to implement updates to such platform, could temporarily or permanently limit our detection
capabilities and expose our end- customers’ networks, leaving their networks unprotected against the latest security threats. If
customers of our security platform do suffer a data security incident or data breach, even if it is not attributable to a failure of
our platform to identify any threat or vulnerability, customers may believe that our platform failed to detect a threat or
vulnerability, which could harm our reputation or negatively affect our financial results. The classifications of application type,
virus, spyware, vulnerability exploits, data, or URL categories by our security platform may also falsely detect, report and act
on applications, content, or threats that do not actually exist. These false positives may impair the perceived reliability of our
security platform and may therefore adversely impact market acceptance of our security platform. Any such false identification
of important files or applications could result in damage to our reputation, negative publicity, loss of channel partners, end-
customers and sales, increased costs to remedy any problem, and costly litigation. Breaches of our cybersecurity systems, or
other security or privacy breaches or incidents with respect to our products, services, networks, systems, or data, could degrade
our ability to conduct our business operations and deliver products and services to our customers, cause vulnerabilities in our
products and services, and subject us to regulatory enforcement actions and or fines or liabilities for damages incurred by our
customers or partners, delay our ability to recognize revenue, compromise the integrity of our software products and our
networks, systems, and data, result in significant data losses and the theft of our intellectual property, damage our reputation,
expose us to liability to third parties and require us to incur significant additional costs to maintain the security of our networks
and data. We increasingly depend upon our IT systems to conduct virtually all of our business operations, ranging from our
internal operations and product development activities to our marketing and sales efforts and communications with our
customers and business partners. Computer programmers or other persons or organizations may attempt to penetrate our
network security, or that of our website or systems, and access, use, or obtain confidential, personal, or otherwise sensitive or
proprietary information about us or our customers, or via these or other methods, including denial of service attacks and other
cyberattacks, disrupt or cause interruptions of our systems, products, serviee-services and networks . In addition, geopolitical
tensions and conflicts , such as the Russia- Ukraine conflict, the Israel- Hamas hostilities and deteriorating relations with China,
may create a greater risk of cyberattacks against our company and our manufacturers, suppliers, logistics providers, banks and
other business partners. Because the techniques used to access, disrupt, or sabotage networks and systems change frequently and
may not be recognized until launched against a target, we may be unable to anticipate these techniques. In addition, our software
and sophisticated hardware and operating system software and applications that we develop or procure from third parties may
contain vulnerabilities or defects in design or manufacture, including “ bugs, ” viruses, ransomware and other malware, and
other problems that could cause the software or applications to fail or otherwise to unexpectedly interfere with the operation of
the system or that could result in a breach of or disruption to our systems, products, services or networks or the systems,
networks, products, or services of third parties that support us and our services. We also face risks of others gaining
unauthorized access to our products and services and introducing malicious software, and such malicious software, defects, bugs
or vulnerabilities, or other defects, bugs, or vulnerabilities in our products or services may result in failures or interruptions of
our products or services or expose our end- customers' networks, leaving their networks unprotected against the latest security
threats. We have also outsourced some a-namber-efour-business functions to third parties, including our manufacturers, logistics
providers, and cloud service providers, and our business operations also depend, in part, on the success of these third parties’
own cybersecurity measures. Similarly, we rely upon distributors, resellers and system integrators to sell our products and our
sales operations depend, in part, on the reliability of their cybersecurity measures. Additionally, we depend upon our employees
to appropriately handle confidential, sensitive, and proprietary data and comply with the security measures we have instituted to
prevent exposure of our networks and systems to security breaches and incidents, the unauthorized access to our products and
the loss of data. We and aHefthe aforementioned third parties also face the risk of ransomware and other malicious software,
phishing schemes and other social engineering methods, fraud and other malfeasance, cybersecurity threats from state sponsors
and other actors, and intentional or negligent acts or omissions of employees and contractors. Furthermore, our acquisition of



Awake Security and our provision of its NDR platform may result in us being a more attractive target for such attacks.
Accordingly, if our cybersecurity systems and measures or those of any of the aforementioned third parties fail to protect against
sophisticated cyber- attacks, other means of effectuating security breaches or incidents, interruptions or other disruptions of our
or our third- party service providers’ systems, networks, products, or services, the mishandling of data by employees and
contractors, the corruption, loss, or mishandling or other unauthorized processing of data by unauthorized persons, or any other
means of unauthorized access to, or use of, our manufacturing process, products, services, networks, systems, or data that we or
such third parties maintain, operate, or process, our ability to conduct our business effectively could be damaged in a number of
ways, including: « sensitive data regarding our business or our customers, including intellectual property and other proprietary
data, could be stolen or lost, modified, rendered unavailable, or otherwise assessed, used , or processed in authorized manners
; * our electronic communications systems, including email and other methods, or other systems, and access to or availability of
data, could be disrupted or harmed, and our ability to conduct our business operations could be seriously damaged until such
systems or data access and availability can be restored, which we may be unable to achieve in a prompt manner or at all; * our
ability to process customer orders and electronically deliver products and services could be degraded, and our distribution
channels could be disrupted, resulting in delays in revenue recognition; ¢ defects and security vulnerabilities could be introduced
into our software, thereby damaging the reputation and perceived reliability and security of our products and potentially making
the data systems of our customers vulnerable to farther-data loss and eyber-security breaches and incidents; * our
manufacturing process, products, services, supply chain, network systems and data could be corrupted or otherwise disrupted ;
and « personal data of our customers, employees, contractors, and business partners could be lost, accessed, obtained, modified,
disclosed or used without authorization, corrupted or made unavailable, or otherwise compromised. Should any of the above
events occur, or be perceived to occur, we could be subject to significant claims for liability from our customers and others and
regulatory investigations and actions from governmental agencies, and we could be required to expend significant capital and
other resources to remediate and otherwise address any data-security breach or incident erbreaeh-, including to notify
individuals, entities, or regulatory bodies and to implement measures in an effort to prevent further breaches or incidents. In
addition, our ability to protect our intellectual property rights could be compromised and our reputation and competitive position
could be significantly harmed. Also, the regulatory and contractual actions, proceedings, litigation, investigations, fines,
penalties and liabilities relating to any actual or perceived data breaches or security incidents that result in losses of, damage or
destruction of, or unauthorized access to or acquisition of, credit card information or other personal or sensitive data of users of
our services can be significant in terms of fines and reputational impact and necessitate changes to our business operations that
may be disruptive to us. Additionally, we could incur significant costs in order to upgrade our cybersecurity systems and ether
measures in an effort to prevent network and system disruptions and other security breaches and other incidents. Even the
perception of inadequate security may damage our reputation and negatively impact our ability to win new customers and retain
existing customers. Consequently, our financial performance and results of operations could be adversely affected by any of the
foregoing types of security breaches, incidents, vulnerabilities, or other matters, or the perception that any of them have
occurred. In addition, we cannot assure that any limitation of liability provisions in our customer agreements, contracts with
third- party vendors and service providers or other contracts would be enforceable or adequate or would otherwise protect us
from any liabilities or damages with respect to any particular claim relating to a security breach or other security- related matter.
We also cannot be certain that our insurance coverage will be adequate for data handling or data security liabilities actually
incurred, that insurance will continue to be available to us on economically reasonable terms, or at all, or that any future claim
will not be excluded or otherwise be denied coverage by any insurer. The successful assertion of one or more large claims
against us that exceed available insurance coverage, or the occurrence of changes in our insurance policies, including premium
increases or the imposition of large deductible or co- insurance requirements, could have a material adverse effect on our
business, including our reputation, financial condition and operating results. If we fail to maintain effective internal control over
financial reporting in the future, the accuracy and timing of our financial reporting may be adversely affected. Assessing our
processes, procedures and staffing in order to improve our internal control over financial reporting is an ongoing process.
Preparing our financial statements involves a number of complex processes, many of which are done manually and are
dependent upon individual data input or review. These processes include, but are not limited to, calculating revenue, inventory
costs and the preparation of our statement of cash flows. While we continue to automate our processes and enhance our review
controls to reduce the likelihood for errors, we expect that for the foreseeable future many of our processes will remain
manually intensive and thus subject to human error. If our estimates or judgments relating to our critical accounting policies are
based on assumptions that change or prove to be incorrect or if there is a change in accounting principles, our results of
operations could fall below expectations of securities analysts and investors, resulting in a decline in the market price of our
common stock. The preparation of financial statements in conformity with accounting principles generally accepted in the
United States ef Ameriearequires management to make estimates and assumptions that affect the amounts reported in the
consolidated financial statements and accompanying notes. A change in these principles or interpretations could harm our
revenue and financial results, and could affect the reporting of transactions completed before the announcement of a change. In
addition, we base our estimates on historical experience and on various other assumptions that we believe to be reasonable under
the circumstances, as described in" Management’ s Discussion and Analysis of Financial Condition and Results of Operations",
in Part II, Item 7, of this Annual Report on Form 10- K, the results of which form the basis for making judgments about the
carrying values of assets, liabilities, equity, revenue and expenses. Significant assumptions and estimates used in preparing our
consolidated financial statements include those related to revenue recognition, inventory valuation and contract manufacturer /
supplier liabilities, income taxes and loss contingencies. If our assumptions change or if actual circumstances differ from those
in our assumptions, our results of operations may be adversely affected and may fall below the expectations of securities
analysts and investors, resulting in a decline in the market price of our common stock. Enhaneed-United-States-Escalating U. S.



tax, tariff, import / export restrictions, and €hinese-regutations-er-other trade or regulatory barriers , as well as
countermeasures taken by affected countries, may have a negative effect on global economic conditions, financial markets
and our business. Because our products are primarily manufactured internationally, the import of our products may be
affected by changes in applicable tariffs. Our products are primarily manufactured in Malaysia, Vietnam, and Mexico,
and we also procure some of our products directly from China. In February 2025, the U. S. government scheduled 25 %
tariffs to be imposed on products of Mexican origin. Although subsequent discussions between the President of the
United States and the President of Mexico have resulted in an agreement to temporarily defer the effective date for these
tariffs, this policy may be reversed at any time. In addition, imports of products manufactured in Malaysia and / or
Vietnam may be targeted for U. S. tariff increases in light of the increased trade imbalances between the United States
and these countries, which has increased significantly in the past decade as manufacturing operations have increasingly
moved to these countries due to strained U. S.- China trade relations. An increase in trade- related costs associated with
these imports may impair the profitability of such international production, may strain our suppliers’ ability to provide
inputs necessary for the production of these items, and may otherwise affect our manufacturing partners’ ability to
provide our products at previously contracted prices. We also may not be able to pass on the full burden of the increase
in trade- related costs to our partners and / or customers which could impact our profitability and / or our
competitiveness. Our products may also be subject to further increased U. S. or international tariffs as a result of the
outbreak of and escalation in international trade wars between the U. S., China, Mexico and other countries. In response
to the February 2025 U. S. government tariffs scheduled on goods of Canadian, Mexican, and Chinese origin, all three
affected countries announced plans to implement retaliatory measures including new tariffs on certain U. S. goods, and,
in the case of China, new export controls on certain critical metal items. The U. S. tariffs on Canadian and Mexican
origin products and the Canadian and Mexican tariffs on U. S. origin products has been suspended for a period of 30
days pursuant to agreements between the U. S. government and the Canadian and Mexican governments, pending
further negotiations between these countries. Such agreements and negotiations may fail and result in the imposition of
new trade measures between any or all of these countries and the United States. The February 2025 U. S. government
executive orders scheduling the tariff increases on goods of Canadian, Mexican, and Chinese origin also included
provisions allowing for further escalation of tariffs in the event affected countries implement retaliatory measures. Such
increases could result in the imposition of extreme tariff or non- tariff measures, which may lead to a breakdown in
international supply chains due to increased tariff costs and disruptions in the availability of goods. There is currently
significant uncertainty about the future relationship between the United States, and various other countries, most significantly
China , Canada and Mexico , with respect to trade policies, treaties, tariffs and taxes. The U. S. government has and continues
to make significant additional changes in U. S. trade policy and has taken certain actions that could negatively impact U. S.
trade. In addition, there may be further changes in U. S. trade policy given the change in the presidential administration.
For example, in 2018, the Office of the U. S. Trade Representative (" USTR") enacted various tariffs of 7. 5 %, 10 %, 15 % and
25 % on imports into the U. S. from China, including communications equipment products and components manufactured and
imported from China . USTR has continued to expand these tariffs recently announcing new tariffs of up to 100 % on
certain products . Since then, China has retaliated through various trade related measures including imposing tariffs on imports
into China from the United States. Most recently, in February 2025, the U. S. government imposed an additional 10 %
tariff on imports from China, on top of existing tariff burdens, and the U. S. President has indicated that additional
tariffs may be forthcoming. In response, China announced additional tariffs on certain U. S.- origin goods and
implemented new export controls on various critical metals. Additional changes or threatened changes in U. S. trade
measures have affected and may continue to affect trade involving additional countries as well, including Mexico,
Canada, Colombia, the United Kingdom, and the member countries of the European Union among others. Each of these
measures or threatened measures may instigate reciprocal countermeasures by affected countries, potentially
accelerating further increases in trade measures. Such escalations in these trade measures may directly impair our
business by increasing trade- related costs or disrupting established supply chains and may indirectly impair our
business by causing a negative effect on global economic conditions and financial markets. The ultimate impact of these
trade measures is uncertain, and may be affected by various factors, including whether and when such trade measures
are implemented, the timing when such measures may become effective, and the amount, scope, or nature of such trade
measures. The U. S. government continues to add additional entities, in China and elsewhere, to restricted party lists impacting
the ability of U. S. companies to provide products, and in certain cases services, to these entities and, in some cases, receive
products or services from these entities. Additionally, the U. S. government continues to expand controls enacted in October
2022 restricting the ability to send certain products and technology related to semiconductors, semiconductor manufacturing, and
supercomputing to China without an export license. In 2023 and 2024 , the U. S. government expanded the list of advanced
integrated circuits subject to heightened export controls, including certain hardware containing these specified integrated
circuits, expanded the list of destinations requiring export authorization for such items, and added new restrictions based on the
headquarters location of the parties involved. Proposed regulations would further expand the controls to impose a
worldwide licensing requirement on certain integrated circuits and computing resources that are used for training of A1
models. The U. S. government also has-continues to expanded--- expand the scope of restrictions on the development or
production of advanced integrated circuits and certain semiconductor manufacturing equipment, and the restrictions on
supercomputing, in China and other countries . Proposed regulations would expand these controls further and impose
additional reporting requirements . Other foreign governments may in turn impose similar or more restrictive controls. These
controls or any additional restrictions may impact our ability to export certain products to China or other countries, prohibit us
from selling our products to certain of our customers, restrict our ability to use certain Integrated Circuits (“ ICs ) in our



products, or impact our suppliers who may utilize facilities or equipment described in these controls. It also is possible that the
Chinese government will retaliate in ways that could impact our business. For example, China has announced controls on both
the use of Micron products and export license requirements on certain materials used, among other things, in the production of
semiconductors, optical components, and other electronic devices including germanium and gallium. China also has
announced a new export control regime. Additionally, these restrictions could disrupt the ability of China to produce
semiconductors and other electronics and impact our ability to source components from China . China has also announced
plans to implement retaliatory countermeasures in response to the additional 10 % tariffs imposed by the United States
in February 2025, including new tariffs on certain U. S. origin goods, and has implemented export controls on various
critical metal materials . These restrictions could impact the cost of components or inputs used to produce our products.
Should the relationship between China and Taiwan deteriorate, it is possible that the U. S. government could impose new
controls on China, specific parties, or specific kinds of transactions in the region that could impact our business including our
ability to source components from China and sell to certain of our customers. These restrictions could impact the cost of
components or inputs used to produce our products. Additionally, these controls or any additional restrictions may impact our
ability to export certain products to China and / or prohibit us from selling our products to certain of our customers. We cannot
predict what actions may ultimately be taken with respect to trade relations between the United States and China or other
countries, what products may be subject to such actions or what actions may be taken by the other countries in retaliation. If we
are unable to obtain or use components for inclusion in our products, if component prices increase significantly or if we are
unable to export or sell our products to any of our customers, our business, liquidity, financial condition, and / or results of
operations would be materially and adversely affected. As well, due to concerns with products and services from certain
semiconductor, telecommunications and video providers based in China, U. S. Congress has enacted bans on the use of certain
Chinese- origin components or systems either in items sold to the U. S. government or, in some cases, in the internal networks
of government contractors and subcontractors (even if those networks are not used for government- related projects). Further,
the Chinese government has responded to these U. S. actions by indicating its intention to develop an unreliable entity list,
which may limit the ability of companies on the list to engage in business with Chinese customers. If tariffs, trade restrictions, or
trade barriers remain in place or if new tariffs, trade restrictions, or trade barriers are placed on products such as ours by U. S. or
foreign governments, especially China, our costs may increase. We believe we can adjust our supply chain and manufacturing
practices to minimize the impact of the tariffs and any impact on the supply chain of components sourced in China, but our
efforts may not be successful, there can be no assurance that we will not experience a disruption in our business related to these
or other changes in trade practices and the process of changing suppliers in order to mitigate any such tariff costs could be
complicated, time- consuming, and costly. The U. S. tariffs may also cause customers to delay orders as they evaluate where to
take delivery of our products in connection with their efforts to mitigate their own tariff exposure. Such delays create forecasting
difficulties for us and increase the risk that orders might be canceled or might never be placed. Current or future tariffs imposed
by the U. S. may also negatively impact our customers' sales, thereby causing an indirect negative impact on our own sales.
Even in the absence of further tariffs, the related uncertainty and the market' s fear of an escalating trade war might cause our
distributors and customers to place fewer orders for our products, which could have a material adverse effect on our business,
liquidity, financial condition, and / or results of operations. In June 2022, the import restrictions contained in the Uyghur Forced
Labor Prevention Act (" UFLPA") became effective. The UFLPA creates a rebuttable presumption that any goods mined,
produced or manufactured, wholly or in part in the Xinjiang Uyghur Autonomous Region (“ XUAR ) of China, or produced by
a listed entity, were made with forced labor and would therefore not be entitled to entry at any U. S. port. Importers are required
to present clear and convincing evidence that such goods are not made with forced labor. While we do not source items from the
XUAR or from listed parties, and we have increased our supply chain diligence, there is risk that our ability to import
components and products may be adversely affected by the UFLPA. Given the relatively fluid regulatory environment in China
and the United States and uncertainty how the U. S. government or foreign governments will act with respect to tariffs,
international trade agreements and policies, a trade war, further governmental action related to tariffs or international trade
policies, or additional tax or other regulatory changes in the future could directly and adversely impact our financial results and
results of operations. In addition to laws aimed directly at trade, failure of our products to comply with a broader set of evolving
industry standards and government regulations may adversely impact our business and in particular our ability to market in
particular countries. Our products must comply with various U. S. federal government regulations and standards defined by
agencies such as the Federal Communications Commission, standards established by governmental authorities in various foreign
countries and recommendations of the International Telecommunication Union. In some circumstances, we must obtain
regulatory approvals or certificates of compliance before we can offer or distribute our products in certain jurisdictions or to
certain customers. In recent years, certain jurisdictions have tied these approvals to concerns about international relationships,
including, e. g., concerns about entities with components sourced from China. Complying with new regulations or obtaining
certifications, especially as standards evolve, may be costly and disruptive to our business and also may affect our ability to sell
our products where these standards or regulations apply, which in turn may prevent us from sustaining our net revenues or
achieving profitability. Changes in our income taxes or our effective tax rate, enactment of new tax laws or changes in the
application of existing tax laws of various jurisdictions or adverse outcomes resulting from examination of our income tax
returns could adversely affect our results. Our income taxes are subject to volatility and could be adversely affected by several
factors, some of which are outside of our control, including earnings that are lower than anticipated in countries that have lower
tax rates and higher than anticipated in countries that have higher tax rates; our ability to generate and use tax attributes;
changes in the valuation of our deferred tax assets and liabilities; transfer pricing adjustments from tax authorities challenging
our methods for valuing developed technology or intercompany arrangements; tax effects of nondeductible compensation,
including certain stock- based compensation; tax costs related to inter- company restructuring; changes in accounting principles;



changes in tax law and regulations, treaties, or interpretation thereof; imposition of withholding or other taxes on payments
by subsidiaries or customers; or a change in our decision to indefinitely reinvest certain foreign earnings. Significant judgment is
required to evaluate our tax positions and determine our income tax liability. The accounting guidance for uncertainty in income
taxes applies to all income tax positions, including the potential recovery of previously paid taxes, which if settled unfavorably
could adversely affect income taxes. Tax laws are dynamic and subject to change. Changes in tax laws and regulations and
interpretations of such laws and regulations, including taxation of earnings outside of the U. S. may have adverse effects on our
operating results and could impact the tax treatment of our earnings and cash and cash equivalent balances we currently
maintain. Furthermore, due to shifting economic and political conditions, tax policies and rates in various jurisdictions, may be
subject to significant change. Domestically Forexampte-, in-following the 20622-2024 Presidential election , it is possible the
Yntted-States-newly elected Trump Administration and Republican controlled Congress will passed--- pass some tax
reform in order to address certain provisions of the InflationReduetionr2017 Tax Cuts and Jobs Act expiring at ~whieh
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e a1 he-Organization for Economic Cooperatlon and Development (-
OECD ”) have—reaehed—agfeeﬁwﬂt—eﬂ— comprlsmg 38 1nternat10nal member countries including the United States, has
introduced a global minimum tax initiative (“ Pillar Two ”’) —, which has been adopted by members of the European Union
(" EU"), among Other-other jurisdictions. While the U. S. has not yet adopted Pillar Two, other OECD countries outside
or the EU are alse-actively considering changes to existing tax laws or have proposed new laws to align with the
recommendations and guidelines proposed by the OECD, including Pillar Two. Enactment of such tax laws could increase our
tax obligations in countries where we do business or cause us to change the way we operate our business. We have assessed the
impacts of these new laws in countries that we operate in and do not currently anticipate any material impacts to our effective
tax rate. However, we cannot provide any assurance that there will not be a material impact to our effective tax rate in the future
as a result of these developments or other proposed changes . Finally, we are subject to examination of our income tax returns
by the Internal Revenue Service (" IRS") and other tax authorities. Audits by the IRS or other tax authorities are subject to
inherent uncertainties and could result in unfavorable outcomes, including potential fines or penalties. As we operate in
numerous taxing jurisdictions, the application of tax laws can be subject to diverging and sometimes conflicting interpretations
by tax authorities of these jurisdictions. The expense of defending and resolving such audits may be significant. The amount of
time to resolve an audit is also unpredictable and may divert management’ s attention from our business operations. We
regularly assess the likelihood of adverse outcomes resulting from tax examinations to determine the adequacy of our provision
for income taxes. We cannot assure you that fluctuations in our provision for income taxes or our effective tax rate, the
enactment of new tax laws or changes in the application or interpretation of existing tax laws or adverse outcomes resulting
from examination of our tax returns by tax authorities will not have an adverse effect on our business, financial condition, results
of operations and prospects. Failure to comply with governmental laws and regulations could harm our business, financial
condition, results of operations and prospects. Our business is subject to regulation by various federal, state, local and foreign
governmental agencies, including agencies responsible for monitoring and enforcing employment and labor laws, workplace
safety, product safety, environmental laws (including new laws related to climate change), consumer protection laws, privacy,
data protection, telecommunications, anti- bribery laws such as the U. S. Foreign Corrupt Practices Act, import / export
controls and sanctions, conflict minerals, federal securities laws and tax laws and regulations. In addition, emerging tools and
technologies we utilize in providing our products, like Al and machine learning, may also become subject to regulation under
new laws or new applications of existing laws. Violations of these laws and regulations could result in fines and penalties,
criminal sanctions against us, our officers or our employees, prohibitions on the conduct of our business, and damage to our
reputation. In addition, in certain jurisdictions, these regulatory requirements may be more stringent than those in the United
States —Ferexampte-, such as the EU ' s has-implemented-the-General Data Protection Regulation (* GDPR 7). The GDPR
provides for substantial obligations relating to the handling, storage and other processing of data relating to individuals and
administrative fines for violations, which can be up te four percent of the previous year’ s annual revenue or € 20 million,
whichever is higher. We-have-In the past, we relied on the E. U.- U. S. and Swiss- U. S. Privacy Shield programs, and / or the
use of standard contractual clauses approved by the European Commission (" SCCs"), to legitimize these-transfers of data —In
Faly2020-the-Court—- out of Justiee-ofthe E-EU . EU courts later U—-(-CIEH 9ssued-a-deeiston-invalidating-invalidated the
E. U.- U. S. Privacy Shield and impesing-imposed addmonal obhgatlom in connectlon with t-he—u%e of the SCCS The European
Commission subsequently issued new SCCs that-ad G
implemented-. The effeets-continued validity of the-these new SCCs for GJEU—s-deeWﬂ—&ﬂd-fe}afed-deve}e}ﬁremﬁelafmg—te
cross- border data transfer are-is uncertain and difficult to predict. Among other effects, we may experience additional costs
associated with increased compliance burdens and new contract negotiations with third parties that aid in processing data on our
behalf . We may experience reluctance or refusal......, operating results, and financial condition . Further, the UK has




implemented legislation that substantially mirrors the GDPR, and which provides for fines of up to the greater of 17. 5 million
British Pounds or four percent of the previous year’ s annual revenue, whichever is higher. The relationship between the UK
and the EU in relation to certain aspects of data protection law remains unclear following the UK’ s exit from the EU, including
with respect to regulation of data transfers between EU member states and the UK. The UK has issued new standard contractual
clauses that, like the SCCs, are required to be implemented .We may experience reluctance EEA;the-Uls-or etherregions
refusal by current or prospective European customers to use our products,and we may find it necessary or desirable to make
further changes to our handling of personal data of residents of the European Economic Area (“ EEA ”) ;BK;or-otherregions
.The regulatory environment applicable to the handling of EEA residents’ personal data ef EEA-and-bkrestdents- and our
actions taken in response,may cause us to assume additional liabilities or incur additional costs and could result in our
business,operating results and financial condition being harmed.Additionally,we and our customers may face a risk of
enforcement actions by data protection authorities in the EEA relating to personal data transfers to us and by us from the EEA
;UK er-otherregions- Any such enforcement actions could result in substantial costs and diversion of resources,distract
management and technical personnel and negatively affect our business,operating results,and financial condition . Several
jurisdictions have passed new laws and regulations relating to privacy, data protection, and other matters, and other jurisdictions
are considering imposing additional restrictions. These laws continue to develop and may be inconsistent from jurisdiction to
JurlSdlCthH For example the California Consumer Prlvacy Act (“ CCPA ”) became operatlve on]J anuary 1,2020 —’Phe—GGP—A

PA-sient FtiHTe teattonsrelatiretoeons data-thatecommreteed-on 2 022-and-wentinto effect ot
over time through .luly 1, 2023 fPhe-Aspects of the CCPA / CPRA has—fesu-l-fed—m—ftﬁher—and 1ts 1nterpretatlon remain
wneertainty-—- uncertain and are likely to remain uncertain for an extended period and may require us to incur additional
costs and expenses in an effort to comply. In addition to the CCPA / CPRA, numerous other states have enacted or are
considering similar laws that will require ongoing compliance efforts and investment. For example, Connecticut, Virginia,
Colorado and Utah have enacted legislation similar to the CCPA and CPRA that took effect in 2023; Florida, Montana, Oregon,
and Texas have enacted similar legislation that beeemes-took effeetive—-- effect in 2024; Delaware, Tennessece and, lowa ,
Maryland, Minnesota, New Hampshire, Nebraska, New Jersey and Tennessee have enacted similar legislation that-wit-take
effective, or taking cffect in 2025; and Indiana has-, Rhode Island and Kentucky have cnacted similar legislation that will
become effective in 2026. Among other emerging laws relating to privacy and data protection globally, India has released its
Digital Personal Data Protection Act 2023, altheugh-India’ s Ministry of Electronics and Information Technology has
published Draft Digital Personal Data Protection Rules for public comment on January 3, 2025, addressing various
matters under this law, but the full scope of the implementation remains uncertain. We maintain an employee and operational
presence in India, and this act may require us to modify our policies and practices and incur increased costs in our efforts to
comply. In addition, some countries are considering or have enacted legislation requiring local storage and processing of data
that could increase the cost and complexity of delivering our services. Accordingly, we cannot predict the full impact of the
€EPAthe-CPRA-orother evolving privacy and data protection obligations on our business or operations. Complying with
emerging and changing legal and regulatory requirements relating to privacy, data protection and other matters may cause us to
incur costs or require us to change our business practices, which could harm our business, financial condition, results of
operations and prospects. We are also subject to environmental laws and regulations governing the management and disposal of
hazardous materials and wastes, including the hazardous material content of our products and laws relating to the collection,
recycling and disposal of electrical and electronic equipment. Our failure, or the failure of our partners, including our contract
manufacturers, to comply with past, present and future environmental laws could result in fines, penalties, third- party claims,
reduced sales of our products, re- engineering our products, substantial product inventory write- offs and reputational damage,
any of which could harm our business, financial condition, results of operations and prospects. We also expect that our business
will be affected by new environmental laws and regulations on an ongoing basis applicable to us and our partners, including our
contract manufacturers. To date, our expenditures for environmental compliance have not had a material effect on our results of
operations or cash flows. Although we cannot predict the future effect of such laws or regulations, they will likely result in
additional costs or require us to change the content or manufacturing of our products, which could have a material adverse effect
on our business, financial condition, results of operations and prospects. From time to time, we may receive inquiries from
governmental agencies or we may make voluntary disclosures regarding our compliance with applicable governmental
regulations or requirements relating to various matters, including import / export controls, federal securities laws and tax laws
and regulations which could lead to formal investigations. Actual or alleged noncompliance with applicable laws, regulations or
other governmental requirements could lead to regulatory investigations, enforcement actions, and other proceedings, private
claims and litigation, and potentially may subject us to sanctions, mandatory product recalls, enforcement actions, disgorgement
of profits, fines, damages, civil and criminal penalties or injunctions. If any governmental fines, penalties, or other sanctions are
imposed, or if we do not prevail in any possible civil or criminal litigation, our business, financial condition, results of operations
and prospects could be materially adversely affected. In addition, responding to any investigation, action or other proceeding
will likely result in a significant diversion of management’ s attention and resources and an increase in professional fees.
Enforcement actions, investigations, and fines, penalties, and other sanctions could harm our business, financial condition,
results of operations and prospects. Issues in the development and use of artificial intelligence, combined with an uncertain
regulatory environment, may result in reputational harm, liability, or other adverse consequences to our business operations. We
use machine learning and Al technologies in our offerings and business, including in our Arista Guardian for Network Identity



offering, and we are making investments in expanding our Al capabilities in our products, services, and tools, including ongoing
deployment and improvement of existing machine learning and Al technologies, as well as developing new product features
using Al technologies. Al technologies are complex and rapidly evolving, and we face significant competition from other
companies as well as evolving legal and regulatory landscapes. Laws and regulations applicable to Al continue to develop and
may be inconsistent from jurisdiction to jurisdiction. For example, the European Union has adopted reached-pelitieal-agreement
on an Artificial Intelligence Act that, when finalized-effective , wonld-prohtbit-prohibits certain Al applications and systems
and tmpese-imposes additional requirements on the use of certain applications or systems . Additionally, some U. S. states
have proposed, and in certain cases enacted, legislation addressing aspects of the use and deployment of AI . The use of
Al technologies in new or existing products may result in new or enhanced governmental or regulatory scrutiny, new or
modified laws or regulations, claims, demands, and litigation, confidentiality, privacy, data protection, or security risks, ethical
concerns, or other complications that could adversely affect our business, financial condition, results of operations and
prospects. Uncertainty around new and emerging Al technologies may require additional investment in the obtaining,
development-developing and maintenaee-maintaining of proprietary datasets and machine learning models, development of
new approaches and processes to provide attribution or remuneration to creators of training data, and development of
appropriate protections, safeguards, and policies for handling the processing of data with Al technologies, which may be costly
and could impact our expenses. Al technologies also present emerging legal, ethical and social issues, including with respect to
potential or actual bias reflected in, or flawed outputs of, models. Al technologies that we make use of may produce or create
outputs that appear correct but are factually inaccurate or otherwise flawed, which may expose us to brand or reputational harm,
competitive harm, regulatory scrutiny, and / or legal liability. We are subject to governmental export and import controls that
could impair our ability to compete in international markets or subject us to liability if we violate these controls. Our products
are subject to various export controls and because we incorporate encryption technology into certain of our products, certain of
our products may be exported from various countries only with the required export license or through an export license
exception. If we were to fail to comply with the applicable export control laws, customs regulations, economic sanctions or other
applicable laws, we could be subject to monetary damages or the imposition of restrictions which could be material to our
business, operating results and prospects and could also harm our reputation. Further, there could be criminal penalties for
knowing or willful violations, including incarceration for culpable employees and managers. Obtaining the necessary export
license or other authorization for a particular sale may be time- consuming and may result in the delay or loss of sales
opportunities. Furthermore, certain export control and economic sanctions laws prohibit the shipment of certain products,
technology, software and services to embargoed countries and sanctioned governments, entities, and persons. For example, in
addition to the controls imposed on China, following Russia’ s invasion of Ukraine, the United States and other countries
imposed restrictions on the import to the US of raw materials and goods from Russia and certain economic sanctions and severe
export control restrictions against Russia, Belarus and regions of Ukraine as well as certain Russian nationals and entities which
required us, in many cases, to terminate business relationships in those countries. These sanctions and restrictions have
continued to increase as the conflict has further escalated, and the United States and other countries could impose wider
sanctions and export restrictions as well as prohibitions on the import into the United States of additional raw materials from
Russia and take other actions in the future that could further impact our business. Any deterioration in relations between Taiwan
and China could lead to additional sanctions or export controls on China, on specific individuals or entities, or otherwise in the
region which could impact our ability to sell to certain of our customers, source components from China, or otherwise negatively
impact our business. Even though we take precautions to ensure that we and our channel partners comply with all relevant
regulations, any failure by us or our channel partners to comply with such regulations could have negative consequences,
including reputational harm, government investigations and penalties. In addition, economic sanctions that are vague and not
subject to guidance by regulators lead to heightened compliance risk. Although we have developed procedures and controls to
comply with export control and other applicable laws, historically, we have had some instances where we, or a business that we
acquired, inadvertently did not fully comply with certain trade laws, but we made relevant disclosures to, and implemented
corrective actions with, the appropriate government agencies. In addition, various countries regulate the import of certain
encryption technology, including through import permit and license requirements, and have enacted laws that could limit our
ability to distribute our products or could limit our customers’ ability to implement our products in those countries. Any change
in export or import regulations, economic sanctions or related legislation, shift in the enforcement or scope of existing
regulations or change in the countries, governments, persons or technologies targeted by such regulations could result in
decreased use of our products by, or in our decreased ability to export or sell our products to, existing or potential customers with
international operations or create delays in the introduction of our products into international markets. Any decreased use of our
products or limitation on our ability to export or sell our products could adversely affect our business, financial condition, results
of operations and prospects. Failure to comply with anti- bribery and anti- corruption laws and anti- money laundering laws, and
similar laws, could subject us to penalties and other adverse consequences. We are subject to the U. S. Foreign Corrupt Practices
Act of 1977 (the “ FCPA ”), the U. S. domestic bribery statute contained in 18 U. S. C. § 201, the United Kingdom Bribery Act
2010, and possibly other anti- bribery and anti- corruption laws and anti- money laundering laws in countries outside of the
United States where we conduct our activities. Anti- corruption and anti- bribery laws have been enforced aggressively in recent
years and are interpreted broadly to generally prohibit companies, their employees, agents, representatives, business partners,
and third- party intermediaries from authorizing, offering, or providing, directly or indirectly, improper payments or benefits to
recipients in the public or private sector. We sometimes leverage third parties to sell our products and conduct our business
abroad. We, our employees, agents, representatives, business partners and third- party intermediaries may have direct or indirect
interactions with officials and employees of government agencies or state- owned or affiliated entities and we may be held liable
for the corrupt or other illegal activities of these employees, agents, representatives, business partners or third- party



intermediaries even if we do not explicitly authorize such activities. We cannot assure you that all of our employees, agents,
representatives, business partners or third- party intermediaries will not take actions in violation of applicable law for which we
may be ultimately held responsible. As we have inerease-increased our international sales and business, our risks under these
laws may-have inerease-increased . These laws also require that we keep accurate books and records and maintain internal
controls and compliance procedures designed to prevent any such actions. While we have policies and procedures to address
compliance with such laws, we cannot assure you that none of our employees, agents, representatives, business partners or third-
party intermediaries will take actions in violation of our policies and applicable law, for which we may be ultimately held
responsible. Any allegations or violation of the FCPA or other applicable anti- bribery and anti- corruption laws and anti- money
laundering laws could result in whistleblower complaints, sanctions, settlements, prosecution, enforcement actions, fines,
damages, adverse media coverage, investigations, loss of export privileges, severe criminal or civil sanctions, or suspension or
debarment from government contracts, all of which may have an adverse effect on our reputation, business, results of operations,
and prospects. Responding to any investigation or action will likely result in a materially significant diversion of management’ s
attention and resources and significant defense costs and other professional fees. The trading price of our common stock has
been and may continue to be volatile, and the value of your investment could decline. The trading price of our common stock
has historically been and is likely to continue to be volatile and could be subject to wide fluctuations in response to various
factors, some of which are beyond our control. These fluctuations could cause you to lose all or part of your investment in our
common stock. In addition, although the trading price of our common stock has increased significantly in recent years, it
is uncertain to continue to increase at the same rate and it may decrease in the future. Factors that could cause fluctuations
in the market price of our common stock include, but are not limited to, forward- looking statements related to future revenue,
gross margins and earnings per share, changes or decreases in our growth rate, manufacturing, supply or distribution shortages
or constraints, the decline in purchases from any of our large customers or the degradation in our relationships with any
of our material vendors or partners, ratings changes by securities analysts, actual or anticipated announcements of new
products by our company or our competitors, developments in the markets in which we operate, both in the U. S. and
globally, litigation, actual or anticipated changes or fluctuations in our results of operations, regulatory developments,
repurchases of our common stock, departures of key executives, the financial results or financial projections of our large
customers, major catastrophic events, macroeconomic factors including the new U. S. presidential administration,
international trade wars, inflation and interest rate fluctuations and other broad market and industry fluctuations. In addition,
technology stocks have historically experienced high levels of volatility and, if the market for technology stocks or the stock
market in general experiences a loss of investor confidence, the market price of our common stock could decline for reasons
unrelated to our business, financial condition, results of operations and prospects. The market price of our common stock might
also decline in reaction to events that affect other companies in our industry even if these events do not directly affect us, or
where actual financial results do not meet the expectations set by industry analysts or other market participants. In the past,
following periods of volatility in the market price of a company’ s securities, securities class action litigation has often been
brought against that company. If the market price of our common stock is volatile, we may become the target of securities
litigation. Securities litigation could result in substantial costs and divert our management’ s attention and resources from our
business and prospects. This could have a material adverse effect on our business, financial condition, results of operations and
prospects. We have adopted a stock repurchase programs— program to repurchase shares of our common stock; however, any
future decisions to reduce or discontinue repurchasing our common stock pursuant to such stock repurchase pregrams—-
program could cause the market price of our common stock to decline. Although our board of directors has authorized a stock
repurchase pregrams— program , any determination to execute stock repurehase-repurchases programs-will be subject to,
among other things, our financial position and results of operations, available cash and cash flow, capital requirements, market
and business conditions, stock price, acquisition opportunities and other factors, as well as our board of director” s
continuing determination that the repurchase pregrams— program are-is in the best interests of our shareholders and is in
compliance with all laws and agreements applicable to the repurchase programs- program . Our stock repurchase program does
not obligate us to acquire any common stock. If we fail to meet any expectations related to stock repurchases, the market price of
our common stock could decline, and could have a material adverse impact on investor confidence. Additionally, price volatility
of our common stock over a given period may cause the average price at which we repurchase our common stock to exceed the
stock’ s market price at a given point in time. We may further increase or decrease the amount of repurchases of our common
stock in the future. As part of the Inflation Reduction Act of 2022 signed into law in August 2022, the United States
implemented a 1 % excise tax on the value of certain stock repurchases by publicly traded companies. This tax could
increase the costs to us of any share repurchases, which could reduce the number of shares we repurchase. Any reduction
or discontinuance by us of repurchases of our common stock pursuant to our current stock repurchase program could cause the
market price of our common stock to decline. Moreover, in the event repurchases of our common stock are reduced or
discontinued, our failure or inability to resume repurchasing common stock at historical levels could result in a lower market
valuation of our common stock. Sales of substantial amounts of our common stock in the public markets, or the perception that
such sales might occur, could reduce the market price that our common stock might otherwise attain and dilute your voting
power and your ownership interest in us. Sales of a substantial number of shares of our common stock in the public market, or
the perception that such sales could occur, could adversely affect the market price of our common stock and may make it more
difficult for you to sell your common stock at a time and price that you deem appropriate and may dilute your voting power and
your ownership interest in us. In addition, we have registered the offer and sale of all shares of common stock that we may issue
under our equity compensation plans. If holders, by exercising their registration rights, sell large numbers of shares, it could
adversely affect the market price of our common stock. Insiders have substantial control over us, which could limit your ability
to influence the outcome of key transactions, including a change of control. Our directors, executive officers and each of our



stockholders who own greater than 10 % of our outstanding common stock together with their affiliates, in the aggregate,
beneficially own approximately +8-17 . 4-9 % of the outstanding shares of our common stock, based on shares outstanding as of
December 31, 2823-2024 . As a result, these stockholders, if acting together, could exercise a significant level of influence over
matters requiring approval by our stockholders, including the election of directors and the approval of mergers, acquisitions or
other extraordinary transactions. They may also have interests that differ from yours and may vote in a way with which you
disagree and which may be adverse to your interests. This concentration of ownership may also discourage a potential investor
from acquiring our common stock due to the limited voting power of such stock or otherwise may have the effect of delaying,
preventing or deterring a change of control of our company, could deprive our stockholders of an opportunity to receive a
premium for their common stock as part of a sale of our company and might ultimately affect the market price of our common
stock. Our charter documents and Delaware law could discourage takeover attempts and lead to management entrenchment. Our
amended and restated certificate of incorporation and amended and restated bylaws contain provisions that could delay or
prevent a change in control of our company. These provisions could also make it difficult for stockholders to elect directors that
are not nominated by the current members of our board of directors or take other corporate actions, including effecting changes
in our management. These provisions include: ¢ a classified board of directors with three- year staggered terms, which could
delay the ability of stockholders to change the membership of a majority of our board of directors; © the ability of our board of
directors to issue shares of preferred stock and to determine the price and other terms of those shares, including preferences and
voting rights, without stockholder approval, which could be used to significantly dilute the ownership of a hostile acquirer; ¢ the
exclusive right of our board of directors to elect a director to fill an unfilled seat on our board of directors created by the
expansion of our board of directors or the resignation, death or removal of a director, which prevents stockholders from being
able to fill vacancies on our board of directors; ¢ a prohibition on stockholder action by written consent, which forces
stockholder action to be taken at an annual or special meeting of our stockholders; ¢ the requirement that a special meeting of
stockholders may be called only by the chairman of our board of directors, our chief executive officer, our president (in the
absence of our chief executive officer) or our board of directors, by a vote of a majority ¥ete-of eur-beatrd-the total number of
authorized directors, which could delay the ability of our stockholders to force consideration of a proposal or to take action,
including the removal of directors; * the requirement that a director may be removed from office by our stockholders only
for cause and only by the affirmative vote of holders of at least 66 2 /3 % of the voting power of our capital stock entitled to
vote thereon; ¢ the requirement for the affirmative vote of holders of at least 66 2 / 3 % of the voting power of all of the
then outstanding shares of the-vetinng-our capital stock entitled to vote generally in the election of directors . voting together
as a single class, to amend the provisions of our amended and restated certificate of incorporation relating to the structure of our
board of directors, the management of our business, and certain rights of our stockholders (1nc1ud1ng the ﬂg-ht—prohlbltlon on
the stockholder’ s ability to act take-aetton-by written consent) d
bylaws-, which may inhibit the ability of an acquirer to effect such amendments to facﬂltate an unsolicited takeover attempt .
the requirement for the affirmative vote of holders of at least 66 2 / 3 % of the voting power of our capital stock entitled
to vote thereon for stockholders to amend, alter or repeal our amended and restated bylaws, which may inhibit the ability
of an acquirer to effect such amendments to facilitate an unsolicited takeover attempt; ¢ the ability of our board of
directors, by a vote of a majority vote-of the total number of authorized directors , to amend the bylaws, which may allow
our board of directors to take additional actions to prevent an unsolicited takeover and inhibit the ability of an acquirer to amend
the bylaws to facilitate an unsolicited takeover attempt; and ¢ advance notice procedures with which stockholders must comply
to nominate candidates to our board of directors or to propose matters to be acted upon at a stockholders” meeting, which may
discourage or deter a potential acquirer from conducting a solicitation of proxies to elect the acquirer’ s own slate of directors or
otherwise attempting to obtain control of us. In addition, as a Delaware corporation, we are subject to Section 203 of the
Delaware General Corporation Law. These provisions may prohibit large stockholders, in particular those owning 15 % or more
of our outstanding voting stock, from merging or combining with us for a certain period of time. If we are unable to hire, retain,
train and motivate qualified personnel and senior management, our business, financial condition, results of operations and
prospects could suffer. Our future success depends, in part, on our ability to continue to attract and retain highly skilled
personnel, particularly software engineering and sales personnel. In addition, we are expanding internationally and into adjacent
markets including the enterprise and AI market, which requires a significant investment of time, effort and financial resources
into hiring and training our sales force to address these markets. If we do not effectively train our direct sales force, we may be
unable to add new customers, increase sales to our existing customers, or successfully expand into new markets. Competition
for highly skilled personnel is often intense, especially in the San Francisco Bay Area where we have a substantial presence and
need for highly skilled personnel. Many of the companies with which we compete for experienced personnel have greater
resources than we have to provide more attractive compensation packages and other amenities. Research and development
personnel are aggressively recruited by startup and growth companies, which are especially active in many of the technical areas
and geographic regions in which we conduct product development. In addition, in making employment decisions, particularly in
the high- technology industry, job candidates often consider the value of the stock- based compensation they are to receive in
connection with their employment. Declines in the market price of our stock could adversely affect our ability to attract,
motivate or retain key employees. In addition, our future performance also depends on the continued services and continuing
contributions of our senior management to execute our business plan and to identify and pursue new opportunities and product
innovations. Our employment arrangements with our employees do not generally require that they continue to work for us for
any specified period, and therefore, they could terminate their employment with us at any time. If we are unable to attract or
retain qualified personnel, or if there are delays in hiring required personnel, our business, financial condition, results of
operations and prospects may be seriously harmed. Our business is subject to the risks of earthquakes, fire, power outages,
floods, health epidemics and other catastrophic events including as a result of climate change and to interruption by man- made




problems such as terrorism and war. Our corporate headquarters and the operations of our key manufacturing vendors, logistics
providers and partners, as well as many of our customers, are located in areas exposed to risks of natural disasters such as
earthquakes and tsunamis, including the San Francisco Bay Area, Japan and Taiwan. In addition, climate change may result in
greater frequency and severity of natural disasters. A significant natural disaster, such as an earthquake, tsunami, fire or a flood,
or other catastrophic event such as the COVID- 19 pandemic or other disease outbreak, could have a material adverse effect on
our or their business, which could in turn materially affect our financial condition, results of operations and prospects. These
events could result in manufacturing and supply chain disruptions, shipment delays, order cancellations, and sales delays which
could result in missed financial targets. Any health epidemic could have a material adverse effect on our ability to obtain
components for our products that are supplied from Asia or to manufacture our products in Asia. Any such disruption of our
suppliers, our contract manufacturers or our service providers would likely impact our sales and operating results. In addition, a
health epidemic could adversely affect the economies of many countries, resulting in an economic downturn that could affect
demand for our products and likely impact our operating results. In addition, acts of terrorism and war could cause disruptions in
our business or the business of our manufacturers, logistics providers, partners or customers or the economy as a whole. Given
our typical concentration of sales at each quarter end, any disruption in the business of our manufacturers, logistics providers,
partners or customers that affects sales at the end of our quarter could have a particularly significant adverse effect on our
quarterly results. We have not paid dividends in the past and do not intend to pay dividends for the foreseeable future. We have
never declared nor paid any dividends on our common stock, and we do not anticipate paying any cash dividends in the future.
As a result, you may only receive a return on your investment in our common stock if the market price of our common stock
increases. 50



