
	  
	  
Palo	  Alto	  Networks	  Reports	  Fiscal	  Fourth	  Quarter	  and	  2012	  Financial	  

Results	  

• Fiscal	  fourth	  quarter	  revenue	  grows	  88	  percent	  year-‐over-‐year	  and	  15	  percent	  

sequentially	  to	  reach	  a	  record	  $75.6	  million	  	  

• Fiscal	  2012	  revenue	  grows	  115	  percent	  year-‐over-‐year	  to	  $255.1	  million	  

• Adds	  over	  1,000	  new	  end-‐customers	  in	  Q4,	  reaching	  over	  9,000	  total	  end-‐customers	  	  

• Fiscal	  2012	  free	  cash	  flow	  grows	  229	  percent	  year-‐over-‐year	  to	  $62.8	  million	  	  

• Cash	  and	  cash	  equivalents	  of	  $322.6	  million	  with	  no	  debt	  

	  

SANTA	  CLARA,	  Calif.,	  Sept.	  10,	  2012	  –	  Palo	  Alto	  Networks,	  Inc.	  (NYSE:	  PANW)	  today	  

announced	  financial	  results	  for	  its	  fiscal	  fourth	  quarter	  and	  fiscal	  year	  2012	  ended	  July	  31,	  

2012.	  

	  

Total	  revenue	  for	  the	  fiscal	  fourth	  quarter	  grew	  88	  percent	  year-‐over-‐year	  to	  $75.6	  million,	  

compared	  with	  $40.2	  million	  in	  the	  fiscal	  fourth	  quarter	  of	  2011.	  GAAP	  net	  loss	  for	  the	  

fiscal	  fourth	  quarter	  was	  $4.6	  million,	  or	  $0.18	  per	  basic	  and	  diluted	  share,	  compared	  with	  

a	  net	  loss	  of	  $6.0	  million,	  or	  $0.40	  per	  basic	  and	  diluted	  share,	  in	  the	  fiscal	  fourth	  quarter	  of	  

2011.	  	  

	  

Palo	  Alto	  Networks	  recorded	  fiscal	  fourth	  quarter	  non-‐GAAP	  net	  income	  of	  $1.9	  million,	  or	  

$0.03	  per	  diluted	  share,	  compared	  with	  a	  non-‐GAAP	  net	  loss	  of	  $5.1	  million,	  or	  $0.34	  per	  

basic	  and	  diluted	  share,	  in	  the	  fiscal	  fourth	  quarter	  of	  2011.	  A	  reconciliation	  between	  GAAP	  

and	  non-‐GAAP	  information	  is	  contained	  in	  the	  tables	  below.	  

	  

For	  fiscal	  2012,	  total	  revenue	  grew	  115	  percent	  to	  $255.1	  million,	  compared	  with	  $118.6	  

million	  in	  fiscal	  2011.	  GAAP	  net	  income	  was	  $0.7	  million,	  or	  $0.00	  per	  diluted	  share,	  in	  

fiscal	  2012,	  compared	  with	  a	  net	  loss	  of	  $12.5	  million,	  or	  $0.88	  per	  diluted	  share,	  in	  fiscal	  

2011.	  	  Non-‐GAAP	  net	  income	  for	  fiscal	  2012	  was	  $14.7	  million,	  or	  $0.14	  per	  diluted	  share,	  



compared	  with	  a	  net	  loss	  of	  $7.8	  million,	  or	  $0.55	  per	  basic	  and	  diluted	  share,	  in	  fiscal	  

2011.	  	  	  

	  

“The	  fourth	  quarter	  was	  a	  strong	  finish	  to	  a	  great	  year	  for	  Palo	  Alto	  Networks,”	  said	  Mark	  

McLaughlin,	  president	  and	  chief	  executive	  officer	  of	  Palo	  Alto	  Networks.	  	  “In	  our	  first	  

quarter	  as	  a	  public	  company,	  we	  achieved	  record	  revenue	  and	  grew	  our	  customer	  base	  to	  

over	  9,000	  customers.	  	  For	  the	  year,	  we	  grew	  revenue	  115	  percent,	  clearly	  outpacing	  the	  

market	  and	  demonstrating	  the	  power	  of	  our	  technology.”	  

	  

“We	  have	  pioneered	  the	  next	  generation	  of	  network	  security	  by	  completely	  reinventing	  the	  

firewall.	  Our	  unique	  and	  innovative	  approach	  to	  network	  security	  resonates	  with	  

enterprises	  around	  the	  world	  as	  they	  look	  for	  ways	  to	  protect	  their	  networks	  and	  safely	  

enable	  the	  explosion	  of	  application	  use	  driven	  by	  productivity	  trends	  in	  cloud	  computing,	  

SaaS,	  mobility	  and	  social	  networking,”	  continued	  McLaughlin.	  	  	  	  

	  

Commenting	  on	  the	  company’s	  financial	  results,	  Steffan	  Tomlinson,	  chief	  financial	  officer	  of	  

Palo	  Alto	  Networks,	  added,	  “Our	  88	  percent	  year-‐over-‐year	  revenue	  growth	  in	  the	  fourth	  

quarter	  was	  well	  diversified	  across	  all	  theaters	  and	  verticals.	  In	  the	  quarter	  we	  generated	  

$16.3	  million	  in	  free	  cash	  flow,	  bringing	  the	  total	  to	  $62.8	  million	  for	  the	  year,	  and	  we	  

ended	  the	  quarter	  with	  $322.6	  million	  in	  cash	  and	  equivalents,	  including	  $215.4	  million	  in	  

net	  proceeds	  from	  our	  IPO	  in	  July.”	  	  	  	  	  

	  

Recent	  Highlights	  

• Raised	  $215.4	  million	  in	  net	  proceeds	  from	  its	  July	  20,	  2012	  initial	  public	  offering.	  

• Appointed	  Mark	  Anderson	  as	  our	  head	  of	  worldwide	  field	  operations,	  a	  new	  

organization	  in	  the	  company	  that	  encompasses	  sales	  and	  customer	  support	  and	  

services.	  

• Expanded	  presence	  throughout	  Latin	  America,	  including	  opening	  offices	  in	  São	  

Paulo,	  Brazil	  and	  Mexico	  City,	  Mexico.	  	  



• Earned	  the	  NSS	  Labs	  'recommended'	  rating	  in	  its	  inaugural	  Next-‐Generation	  

Firewall	  Group	  Test.	  	  NSS	  Labs	  tested	  Palo	  Alto	  Networks	  PA-‐5020	  and	  PAN-‐OS	  4.0.5	  

against	  the	  fourth	  version	  of	  its	  Next-‐Generation	  Firewall	  test	  methodology,	  

comprised	  of	  1,486	  live	  exploits	  and	  across	  a	  wide	  variety	  of	  traffic,	  payload	  sizes	  

and	  protocols.	  Palo	  Alto	  Networks	  also	  blocked	  95	  percent	  of	  attacks	  against	  client	  

applications	  within	  the	  test	  bed.	  	  	  

• Expanded	  the	  Technology	  Partner	  Program	  by	  adding	  Avaya	  as	  a	  new	  Data	  Center	  

Infrastructure	  Partner,	  as	  well	  as	  Mobile	  Iron	  and	  Zenprise	  as	  new	  Mobility	  

Partners.	  Palo	  Alto	  Networks	  also	  expanded	  its	  technology	  scope	  with	  partnerships	  

from	  leading	  vendors	  in	  network	  security	  management,	  security	  incident	  and	  event	  

management	  (SIEM),	  network	  access	  and	  NetFlow	  analytics	  with	  partners	  such	  as:	  

AlgoSec,	  Network	  Critical,	  LogRhythm,	  and	  Plixer	  International.	  

• Palo	  Alto	  Networks	  next-‐generation	  firewall	  PA-‐500,	  PA-‐2000	  and	  PA-‐4000	  series	  

solutions	  were	  thoroughly	  tested	  and	  officially	  certified	  by	  ICSA	  Labs,	  an	  

independent	  division	  of	  Verizon.	  	  Each	  next-‐generation	  firewall	  series	  was	  evaluated	  

against	  and	  passed	  ICSA	  Labs	  Modular	  Firewall	  Product	  Certification	  Criteria	  

version	  4.1x	  for	  general	  purpose	  network	  firewalls,	  corporate	  category.	  	  

	  

Conference	  Call	  Information	  

Palo	  Alto	  Networks	  will	  host	  a	  conference	  call	  for	  analysts	  and	  investors	  to	  discuss	  its	  fiscal	  

fourth	  quarter	  and	  fiscal	  year	  2012	  results	  and	  outlook	  for	  its	  fiscal	  first	  quarter	  of	  2013	  

today	  at	  4:30	  p.m.	  Eastern	  time	  /	  1:30	  p.m.	  Pacific	  time.	  	  Open	  to	  the	  public,	  investors	  may	  

access	  the	  call	  by	  dialing	  (866)	  543-‐6408	  or	  (617)	  213-‐8899	  and	  entering	  the	  passcode	  

95920447.	  A	  live	  audio	  webcast	  of	  the	  conference	  call	  along	  with	  supplemental	  financial	  

information	  will	  also	  be	  accessible	  from	  the	  “Investors”	  section	  of	  the	  company’s	  website	  

at	  investors.paloaltonetworks.com.	  Following	  the	  webcast,	  an	  archived	  version	  will	  be	  

available	  on	  the	  website	  for	  one	  year.	  	  A	  telephonic	  replay	  of	  the	  call	  will	  be	  available	  two	  

hours	  after	  the	  call	  and	  will	  run	  for	  five	  business	  days	  and	  may	  be	  accessed	  by	  dialing	  (888)	  

286-‐8010	  or	  (617)	  801-‐6888	  and	  entering	  passcode	  21239287.	  	  

	  



Forward-‐Looking	  Statements	  

This	  press	  release	  contains	  forward-‐looking	  statements	  that	  involve	  risks	  and	  

uncertainties,	  including	  statements	  regarding	  momentum	  in	  the	  company’s	  business.	  There	  

are	  a	  significant	  number	  of	  factors	  that	  could	  cause	  actual	  results	  to	  differ	  materially	  from	  

statements	  made	  in	  this	  press	  release,	  including:	  Palo	  Alto	  Networks’	  limited	  operating	  

history,	  particularly	  as	  a	  new	  public	  company;	  risks	  associated	  with	  Palo	  Alto	  Networks’	  

rapid	  growth,	  particularly	  outside	  of	  the	  U.S.;	  and	  general	  market,	  political,	  economic	  and	  

business	  conditions.	  

	  

Additional	  risks	  and	  uncertainties	  that	  could	  affect	  Palo	  Alto	  Networks’	  financial	  results	  are	  

included	  under	  the	  captions	  “Risk	  Factors”	  and	  “Management’s	  Discussion	  and	  Analysis	  of	  

Financial	  Condition	  and	  Results	  of	  Operations,”	  in	  the	  company’s	  final	  prospectus	  for	  its	  

initial	  public	  offering,	  which	  was	  filed	  with	  the	  U.S.	  Securities	  and	  Exchange	  Commission	  on	  

July	  20,	  2012,	  and	  is	  available	  on	  the	  company’s	  investor	  relations	  website	  at	  

investors.paloaltonetworks.com	  and	  on	  the	  SEC’s	  website	  at	  www.sec.gov.	  Additional	  

information	  will	  also	  be	  set	  forth	  in	  Palo	  Alto	  Networks’	  annual	  report	  on	  Form	  10-‐K	  and	  

other	  filings	  that	  the	  company	  makes	  with	  the	  SEC	  from	  time	  to	  time.	  All	  forward-‐looking	  

statements	  in	  this	  press	  release	  are	  based	  on	  information	  available	  to	  the	  company	  as	  of	  

the	  date	  hereof,	  and	  Palo	  Alto	  Networks	  does	  not	  assume	  any	  obligation	  to	  update	  the	  

forward-‐looking	  statements	  provided	  to	  reflect	  events	  that	  occur	  or	  circumstances	  that	  

exist	  after	  the	  date	  on	  which	  they	  were	  made.	  

	  

Non-‐GAAP	  Financial	  Measures	  

Palo	  Alto	  Networks	  has	  provided	  in	  this	  release	  financial	  information	  that	  has	  not	  been	  

prepared	  in	  accordance	  with	  generally	  accepted	  accounting	  principles	  in	  the	  United	  States	  

(GAAP).	  The	  company	  uses	  these	  non-‐GAAP	  financial	  measures	  internally	  in	  analyzing	  its	  

financial	  results	  and	  believes	  that	  the	  use	  of	  these	  non-‐GAAP	  financial	  measures	  is	  useful	  to	  

investors	  as	  an	  additional	  tool	  to	  evaluate	  ongoing	  operating	  results	  and	  trends	  and	  in	  

comparing	  the	  company’s	  financial	  results	  with	  other	  companies	  in	  its	  industry,	  many	  of	  

which	  present	  similar	  non-‐GAAP	  financial	  measures.	  

	  



Non-‐GAAP	  financial	  measures	  are	  not	  meant	  to	  be	  considered	  in	  isolation	  or	  as	  a	  substitute	  

for	  comparable	  GAAP	  financial	  measures,	  and	  should	  be	  read	  only	  in	  conjunction	  with	  the	  

company’s	  consolidated	  financial	  statements	  prepared	  in	  accordance	  with	  GAAP.	  A	  

reconciliation	  of	  the	  company’s	  non-‐GAAP	  financial	  measures	  to	  their	  most	  directly	  

comparable	  GAAP	  measures	  has	  been	  provided	  in	  the	  financial	  statement	  tables	  included	  in	  

this	  press	  release,	  and	  investors	  are	  encouraged	  to	  review	  the	  reconciliation.	  

	  

Non-‐GAAP	  net	  income	  (loss)	  and	  diluted	  net	  income	  (loss)	  per	  share.	  Palo	  Alto	  Networks	  

defines	  non-‐GAAP	  net	  income	  (loss)	  as	  net	  income	  (loss)	  plus	  share-‐based	  compensation	  

expense	  less	  the	  related	  tax	  effects.	  Non-‐GAAP	  diluted	  net	  income	  (loss)	  per	  share	  is	  

defined	  as	  non-‐GAAP	  net	  income	  (loss)	  divided	  by	  the	  weighted-‐average	  shares	  

outstanding.	  Palo	  Alto	  Networks	  considers	  these	  non-‐GAAP	  financial	  measures	  to	  be	  useful	  

metrics	  for	  management	  and	  investors	  because	  they	  exclude	  the	  effect	  of	  share-‐based	  

compensation	  expense	  so	  that	  management	  and	  investors	  can	  compare	  the	  company’s	  

“core	  business	  operating	  results,”	  meaning	  its	  operating	  performance	  excluding	  not	  only	  

share-‐based	  compensation	  but	  also	  discrete	  charges	  that	  are	  infrequent	  in	  nature,	  over	  

multiple	  periods.	  The	  company	  also	  excludes	  from	  non-‐GAAP	  net	  income	  (loss)	  and	  non-‐

GAAP	  diluted	  net	  income	  (loss)	  per	  share	  the	  tax	  effects	  associated	  with	  share-‐based	  

compensation	  expense	  in	  order	  to	  provide	  a	  complete	  picture	  of	  the	  company’s	  recurring	  

core	  business	  operating	  results.	  Without	  excluding	  these	  tax	  effects,	  investors	  would	  only	  

see	  the	  gross	  effect	  that	  excluding	  these	  expenses	  had	  on	  the	  company’s	  operating	  results.	  

There	  are	  a	  number	  of	  limitations	  related	  to	  the	  use	  of	  non-‐GAAP	  net	  income	  (loss)	  and	  

non-‐GAAP	  diluted	  net	  income	  (loss)	  per	  share	  versus	  net	  income	  (loss)	  and	  diluted	  net	  

income	  (loss)	  per	  share	  calculated	  in	  accordance	  with	  GAAP.	  First,	  non-‐GAAP	  net	  income	  

(loss)	  and	  non-‐GAAP	  diluted	  net	  income	  (loss)	  per	  share	  exclude	  share-‐based	  

compensation	  expense.	  Share-‐based	  compensation	  has	  been	  and	  will	  continue	  to	  be	  for	  the	  

foreseeable	  future	  a	  significant	  recurring	  expense	  in	  the	  company’s	  business.	  Second,	  

share-‐based	  compensation	  is	  an	  important	  part	  of	  Palo	  Alto	  Networks	  employees'	  

compensation	  and	  impacts	  their	  performance.	  Third,	  the	  components	  of	  the	  costs	  that	  Palo	  

Alto	  Networks	  excludes	  in	  its	  calculation	  of	  non-‐GAAP	  net	  income	  (loss)	  and	  non-‐GAAP	  

diluted	  net	  income	  (loss)	  per	  share	  may	  differ	  from	  the	  components	  that	  its	  peer	  



companies	  exclude	  when	  they	  report	  their	  non-‐GAAP	  results	  of	  operations.	  Palo	  Alto	  

Networks	  compensates	  for	  these	  limitations	  by	  providing	  specific	  information	  regarding	  

the	  GAAP	  amounts	  excluded	  from	  non-‐GAAP	  net	  income	  (loss)	  and	  non-‐GAAP	  diluted	  net	  

income	  per	  share	  and	  evaluating	  non-‐GAAP	  net	  income	  (loss)	  and	  non-‐GAAP	  diluted	  net	  

income	  per	  share	  together	  with	  net	  income	  (loss)	  and	  diluted	  net	  income	  per	  share	  

calculated	  in	  accordance	  with	  GAAP.	  In	  the	  future,	  the	  company	  may	  also	  exclude	  non-‐

recurring	  expenses	  and	  other	  expenses	  that	  do	  not	  reflect	  the	  company’s	  core	  business	  

operating	  results.	  

	  

Free	  Cash	  Flow.	  Palo	  Alto	  Networks	  defines	  free	  cash	  flow	  as	  net	  cash	  provided	  by	  (used	  in)	  

operating	  activities	  less	  purchases	  of	  property,	  equipment,	  and	  other	  assets.	  Palo	  Alto	  

Networks	  considers	  free	  cash	  flow	  to	  be	  a	  liquidity	  measure	  that	  provides	  useful	  

information	  to	  management	  and	  investors	  about	  the	  amount	  of	  cash	  generated	  by	  the	  

business	  that,	  after	  the	  purchases	  of	  property,	  equipment,	  and	  other	  assets,	  can	  be	  used	  for	  

strategic	  opportunities,	  including	  investing	  in	  the	  business,	  making	  strategic	  acquisitions,	  

and	  strengthening	  the	  balance	  sheet.	  A	  limitation	  of	  using	  free	  cash	  flow	  versus	  the	  GAAP	  

measure	  of	  net	  cash	  provided	  by	  (used	  in)	  operating	  activities	  as	  a	  means	  for	  evaluating	  the	  

company	  is	  that	  free	  cash	  flow	  does	  not	  represent	  the	  total	  increase	  or	  decrease	  in	  the	  cash	  

balance	  from	  operations	  for	  the	  period	  because	  it	  excludes	  cash	  used	  for	  purchases	  of	  

property,	  equipment,	  and	  other	  assets.	  Palo	  Alto	  Networks	  compensates	  for	  this	  limitation	  

by	  providing	  information	  about	  its	  purchases	  of	  property,	  equipment,	  and	  other	  assets	  on	  

the	  face	  of	  the	  cash	  flow	  statement	  and	  under	  the	  caption	  "Management's	  Discussion	  and	  

Analysis	  of	  Financial	  Condition	  and	  Results	  of	  Operations	  –	  Key	  Financial	  Metrics"	  in	  its	  

filings	  with	  the	  SEC.	  

	  

About	  Palo	  Alto	  Networks	  

Palo	  Alto	  Networks™	  is	  the	  network	  security	  company.	  	  Its	  innovative	  platform	  allows	  

enterprises,	  service	  providers,	  and	  government	  entities	  to	  secure	  their	  networks	  and	  safely	  

enable	  the	  increasingly	  complex	  and	  rapidly	  growing	  number	  of	  applications	  running	  on	  

their	  networks.	  The	  core	  of	  Palo	  Alto	  Networks’	  platform	  is	  its	  Next-‐Generation	  Firewall,	  

which	  delivers	  application,	  user,	  and	  content	  visibility	  and	  control	  integrated	  within	  the	  



firewall	  through	  its	  proprietary	  hardware	  and	  software	  architecture.	  Palo	  Alto	  Networks’	  

products	  and	  services	  can	  address	  a	  broad	  range	  of	  network	  security	  requirements,	  from	  

the	  data	  center	  to	  the	  network	  perimeter,	  as	  well	  as	  the	  distributed	  enterprise,	  which	  

includes	  branch	  offices	  and	  a	  growing	  number	  of	  mobile	  devices.	  Palo	  Alto	  Networks’	  

products	  are	  used	  by	  more	  than	  9,000	  customers	  in	  over	  100	  countries.	  For	  more	  

information,	  visit	  www.paloaltonetworks.com.	  

	  

Palo	  Alto	  Networks,	  "The	  Network	  Security	  Company,"	  the	  Palo	  Alto	  Networks	  Logo,	  App-‐

ID,	  GlobalProtect,	  and	  WildFire	  are	  trademarks	  of	  Palo	  Alto	  Networks,	  Inc.	  in	  the	  United	  

States.	  All	  other	  trademarks,	  trade	  names	  or	  service	  marks	  used	  or	  mentioned	  herein	  

belong	  to	  their	  respective	  owners.	  

	  

Media	  Contact:	  	  

Mike	  Haro	  

Director	  of	  Corporate	  Communications	  

Palo	  Alto	  Networks	  

408-‐438-‐8628	  

mharo@paloaltonetworks.com	  

	  

Investor	  Relations	  Contact:	  	  

Chris	  Danne/Maria	  Riley	  

The	  Blueshirt	  Group	  

415-‐217-‐7722	  

ir@paloaltonetworks.com	  

	   	  



	   	  



	  
	  
	  

	  
	   	  



	  
	  
	  
	   	  





	  


