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FORTINET UK LIMITED

DIRECTORS’ REPORT
FOR THE YEAR ENDED 31 DECEMBER 2012

The directors present their report and the financial statements for the year ended 31 December 2012
Directors’ responsibilities statement

The directors arg responsible for preparing the directors’ report and the financial statements in accordance with
applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Accounting Practice (United Kingdom Accounting Standards and applicable law) Under company
taw the directors must not approve the financial statements unless they are satisfied that they give a true and
falr view of the state of affairs of the company and of the profit or loss of the company for thal period In
preparing thase financial statements, the directors are required to

. select suitable accounting policies and then apply them consistently,
. make judgments and accounting estimates that are reasonable and prudent,
. prepare the financial statements on the going concemn basis unless It Is mappropriate to presume that

the company will continue In business

The drractors are respensible for keepmg adequate accounting records that are sufficient to show and explain
the company’s transactions and disclose with reasonable accuracy at any tme the financial position of the
company and enable them to ensure that the financial statements comply with the Companies Act 2006, They
are also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the
prevention and detection of fraud and other irregularities

Princlpal activities

The pnncipal activity of the company continued to be that of software consultancy and supply The company's
revenue s wholly denved from the recharging of expenses to its US parent, Fortinet Inc

Business review

The financial statements incorporate the results of the Swiss, Swedish and ltallan branches The results of the
subsidiary undertakings, Forlinet Sarl and Fortinet GmbH, are excluded from these accounts

The diractors consldered the performance in the year fo be satisfactory and do not recommend payment of a
dmwidend

Results

The profit for the year, afer taxation, amounted to £257,196 (2011 - loss £115,985)
Directors

The directors who served dunng the year were

K A Goldman (resigned 15 Novembar 2012)
N S Bush




FORTINET UK LIMITED

DIRECTORS' REPORT
FOR THE YEAR ENDED 31 DECEMBER 2012

Provision of Infermation to auditors

Each of the persons who are direclors al the time when this directors’ report 1s approved has confirmed that

. so far as that director 1s aware, there 1s no relevant audit information of which the company’s auditors
are unaware, and
. that director has taken all the steps that ought to have been taken as a director in order to be aware of

any information needed by the companys auditors in connaction with prepanng therr report and to
establish that the company’s auditors are aware of that Information

Auditors

The auditors, Mazars LLP, wil be proposed for reappomtment in accordance with section 485 of the
Compantes Act 2006

Risks

100% of the sales for Fortinet UK Ltd are directly to the parent company, Forlinet Inc The direclors are aware
of this as it has aiways baen the mtended setup between the two companies

The Fortinet Inc financial statements are publicly available in the United States of America These state the key
risks fo the group as a whole

Gomng Concern

The company's business activiies, together with the factors likely to affect #s future development, performance
and position are set out above The financiat postion of the company, its cashfiow and hquidity pesition are
outlined in the Profit and Loss account, Statement of Total Recognised Gains and Losses and Balance Sheet
on pages 5-7

The company has sufficient financial resources for its operations given the ongoing parenta) support and as a
consequence, lhe directors beheve that the company 1s well placed te manage the business risks despite the
current uncertain economic chmate The directors have a reasonable expectation that the company has
adequate resources to continue in operational existence for the foreseeable future Thus, they continue to adopt
the going concern basis of accounting in preparing the annual financial statements

This report was approved by the board and signed on Its behalf
N S Bush

Director

Date 74 sEPTEMEER 2013




FORTINET UK LIMITED

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF FORTINET UK
LIMITED

We have audited the financial statements of Fortinet UK Limited for the year ended 31 Dacember 2012 which
comprise the Profit and Loss account, the Statement of Total Recognised Gains and Losses, the Balance
Sheet and the related notes The finanmal reporting framework that has been applied in ther preparation 1s
applicable law and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting
Practice}

Respective responsibilities of directors and auditors

As explamed more fully m tha directors' responsibiities statement set out on page 1, the directors are
responsible for the preparation of the financial statements and for being satisfied that thay give a true and far
viIew

Qur responsibility 1 to audit and express an opmion on the financial statements in accordance with apphcable
law and International Standards on Auditing (UK and reland) Those standards require us to comply with the
Auditing Practices Board's (APB's) Ethical Standards for Auditors This report 1s mads solsly to the company's
members as a body in accoerdance with Chapter 3 of Part 16 of the Comparues Act 2006 Our audit work has
been undertaken so that we might state to the company's members those malters we are required to state to
them In an Auditors’ report and for no other purpose To the fullest extent permitted by law, we do not accepl or
assume respensibilily to anyone other than the company and the company's members as a body for our audit
work, for this report, or for the opimons we have formed

Scope of the audit of the financial statements

A description of the scopa of an audit of financial statements 18 provided on the Financial Reporting Council's
website at www frc org ulk/auditscopeukprivate

Opinion on the financial statements

In our optmion the financial statements

. give & true and fair view of the state of the company's affairs as at 31 December 2012 and of Iis profit for
the year then ended,

. have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice, and

. have been prepared 1n accordance with the requirements of the Companies Act 2006

Opinion on the other matter prescribed by the Companies Act 2006

fn our opimon the information given In the directors' report for the financial year for which the financial
statements are prepared Is consistent with the financial statements




FORTINET UK LIMITED

INDEPENDENT AUDITORS' REPORT TO THE SHAREHOLDERS OF FORTINET UK
LIMITED

Matters on which we are required to report by exception

We have nothing to report In respect of the following matters where the Companies Act 2006 requires us to
report to you If, in our opirion

. adequate accounting records have not been kept, or returns adequate for our audit have not been
receved from branches not visited by us, or

. the financial statements are not in agresment with the accounting records and returns, or

. certain disclosuras of directors' remuneration specified by law are not made, or

. wa have not received all the information and explanations we require for our audit

Gr::gr‘;\ all {Senior Statutory Audhitor)

for and on behalf of Mazars LLP
Chartered Accountants and Statutory Auditor

The Pinnacle

160 Midsummer Boulevard
Milton Keynes

VK9 1FF

Date 26 Se‘ﬂéhkef?oﬂ




FORTINET UK LIMITED

PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED 31 DECEMBER 2012

2012 201

Note £ £

Turnover 1,2 13,281,993 14,650,799
Administrative expenses (12,970,728} (14,545,099)
Operating profit 3 311,265 105,700
Interest recavable and similar income 1,225 1,568
Profit on ordinary activities before taxation 312,490 107,268
Tax on profit on ordinary activities 6 (55,284) (223,263)
Profit/{loss) for the financial year 13 257,196 {115,895)

All amounts relate to continuing operations

The notes on pages 8 to 18 form part of these financial statements

e o o



FORTINET UK LIMITED

STATEMENT OF TOTAL RECOGNISED GAINS AND LOSSES
FOR THE YEAR ENDED 31 DECEMBER 2012

2012 2011

E £

Profit/(loss) for the financial year 257,196 (115,895)
Other movements in profit and loss reserve {6,989) (2,235)
Total recognised gains and losses relating to the year 250,207 (118,230)

The notes on pages 8 to 18 form part of these financial statements

B R —————



FORTINET UK LIMITED
Registered number 04570027

BALANCE SHEET
AS AT 31 DECEMBER 2012

Fixed assets
Tangible assefs
Investmants

Current assets
Debtors
Cash at bank

Creditors, amounts faling due within one
year

Neat current assets

Net assets

Capital and reserves
Called up share capital
Capntat contribution reserve
Profit and loss account

Shareholders’ funds

The financial statements were approved and authonsed for issue by the board and were signed on its behalf on

“77““‘7 D/ —

N S Bush
Director

2012
Note £ £
7 6,267
8 24,858
31,125

9 782,170

3,663,406

4,445 576

10 (2,072,533}

2,373,043
2,404,168
12 1
13 1,647,205
13 756,962
14 2,404,168
j————————————

The notes on pages 8 to 18 form part of these financial statements

2,384,259
$,339.216

3,723,475

(1,833,073)

24 SEPTEMBEL 2013

2011

834
24,858

25,6092

1,880,402
1,916,094

1
1,409,338
506,755

1,816,094




FORTINET UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

1

Accounting policies

11

12

13

14

1.5

Basis of preparation of financlal statements

The financial statements have been prepared under the histonical cost convention and in accordance
with applicable accounting standards

The company 13 self 8 subsidiary company and 18 exempt from the requirement to prepare group
accounts by virtue of section 401 of the Companies Act 2006 These financial statements therefore
present information about the company as an indmidual undertaking and not about its group

The financial statements incorporate the resulls of the Swiss, Swedish and Italan branches The
results of the subsidiary undertakings, Fortinet Sarl and Fortinet GmbH, are excluded from these
accounts

The financial statements contain information about Fortinet UK Limited as an individual company
and do not contain consolidated financial mformation as the parent of a group The company s
exempt under sechon 401 of the Companies Act 2008 from the requiremant to prepare consoldated
financial statements as it and its subsidiary undertekings are included by full consohdation in the
consolidated financial statements of its ultimate parent, Fortinet Inc, a company registered in the
United States of America

Turnover

Turnover compnses revenue recognised by the company in respect of goods and sarvices supphed
dunng the year, exclusive of Value Added Tax and trade discounts

Tangible fixed assets and depreciation
Tangble fixed assats are stated at cost less depreciation Depreciaion is provided at rates

calculated to wnte off the cost of fixed assets, less ther estmated residual value, over their
expected useful lives on the folloming bases

LiTerm Leasehold Property - Overthe term of the lease
Computer equpment - 50% straight line
Investments

Investments held as fixed assets are shown at cost less provision for impairment
Operating leases

Rentals under operating leases are charged to the profit and loss account on a straight line basis
over the lease term

Benefits received and receivable as an incentive to sign an operating lease are recognised on a
straight line basis over the period unill the date the rent is expecled to be adjusted to the prevailing
market rate




FORTINET UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

1 Accounting policles (continued)

1.6 Deferred taxation

1.7

Full provision 1s made for deferred tax assets and habilties ansing from afl iming differences
between the recognition of gains and losses in the financial statements and recognition in the tax
computation

A net deferred tax asset is recogmsed only if if can be regarded as mora hkaly than not that there will
be sutable taxable profits from which the future reversal of the underlying iming differences can be
deducted

Deferred tax assets and hatilihes are calculated at the tax rates expectad to be effactive at the time
the timing differences are expected to raverse

Deferred tax assets and habilties are not discounted
Forelgn currencies

Monetary assels and liabilitles denominated in foreign currencies are translated into sterling at rates
of exchange riding at the balance sheet date

Transactions in foreign currencles are translated into sterling at the rate ruhing on the date of the
transaction

Exchange gains and losses are recognised in the profit and loss account




FORTINET UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

1.

2.

Accounting policles (continued)

1.8 Share based payments

The equity nstruments are granted to the employess of the Company by its parent, Fortmet Inc
The share based compensation 15 accounted for as equity-setiled in the consclidated financial
stataments of the parent, therefore the Company s required to record an expense for such
compensation In accordanace with FRS 20 'Share based payments’, wilh 2 cormesponding Increase
recogmised m the capital contnbution reserve in equity as a contribution from the parent

The cost of equity-settled transactions with employees 1s measurad by reference to the fair value at
the date at which they are granted and is recognised as an expanse over the vesting penod, which
ends on the date on which the relevant employees become fully entitfed to the award Farr value 1s
determined by the Board of Directors using an appropnate pncing mode! In valuing equity-settied
transactions, no account 1s taken of any vesting conditions, other than conditions linked to the price
of the sharas of the company {(market conditions)

No expense 1s recognised for awards that do not ultimately vest, except for awards where vesting 1s
conditional upon a market condition, which are treated as vesting Irrespective of whether or not the
market condition 1s satisfied, provided that all cther performance conditions are satisfied

Al each balance sheet date before vesting, the cumulative expense is calculated, representing the
extent to which the vesting pariod has expired and management's bast estimate of the achievement
or otherwise of non-market conditions number of equity instruments that wilt ulimately vest or in the
case of an instrument subject 10 a market conditton, be treated as vesting as descnbed above The
movement in cumulative expense since the pravious balance sheet date is recognised in the income
stalement, with a corresponding sntry i equity

Where the terms of an equity-settied award are modified or a new award Is designated as replacing
a cancelled or settled award, the cost based on the original award terms continues to be recognised
over the original vesting penod In addiian, an expense Is recognised over the remainder of the new
vesting period for the incremental fair value of any modification, based aon the difference between the
falr value of tha onginal award and the fair value of the modified award, both as measured on the
date of the modification

No reduction 1s recognised «f this difference is negative

When an equity-saitled award is cancelled, il is treated as if it had vested on the date of cancellation,
and any cost not yet recognised in the Income statement for the award 15 expensed immediately
Any compensation paid up to the fair value of the award at the cancellation or settlement date 1s
deducled from equity, with any excess over falr value being treated as an expense in the income
statement The Group has laken advantage of the transitional provisions of FRS 20 in respect of
equity-seltled awards so as to apply FRS 20 only to those equity-settled awards granted after 7
November 2002 that had not vested before 1 January 2007

For awards granted before 7 November 2002, the group recogmises only the intrinsic value ar cost of
these potential awards as an expense This Is accrued over the performance perlod of each plan
based on the ininnsic value of the equity settled awards

Tumover

The whole of the turnover 1s attnibutable to software consultancy and supply

All lumover arose from the United States of America with the parent company Fortinet Inc

-10-




FORTINET UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

3 Operating profit
The operating profit is slated after charging/{credding)

Depreciation of tangible fixed assets.

- owned by the company
Operating lease rentals

- other operating leases
Difference on foreign exchange
Auditors’ remuneration

- taxation

- other

During the year, no director received any emoluments (2011 - ENIL)

4 Staff costs
Staff costs were as follows

Wages and salanes
Social secunty costs

The average monthly number of employees, including the directors, during the year was as follows

Administration and sales

2012 2011
E £
1,247 808
278,766 236,989
9,786 (26,818)
7.750 7,600
4,700 3,850
3,250 4,000
f————
2012 2011
£ £
8,585,472 6,831,343
1,488,822 1,295,390
10,074,294 8,126,733
2012 2011
No No.
73 61

-11-




FORTINET UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

5 Share based payments

The parent company, Fortingt Inc, operates an Employee share option scheme which Is open to group
employees For the employes share option scheme the options are exercisabla at a price equal to the
Company's share price af the date of grant

The farr value of the share opfions have been determined by applying a Black-Scholes-Mertan model
which have no vesting restnctions and are fully transferable For all share options the Company
recognises an expense over the requisite service perlod using the straight Iine method

In 2011 oplions were granted on 8 February, 11 May, 2 August and 7 November The aggregate of the
estmated fair valuss of the options granted on these dates is £2,424,369 In 2012 oplions were granted
on 11 January, 14 February, 5 August and 8 August. The aggregate of the estmated farr values of the
optons granted on these dates Is £1,062,942, including ESPP grants The weighted average of the falr
values of all of the share cptions granted was £3 68 (2011 £8 40) per oplion

All share options are cancellad if the employee leaves the Company before the options vest To allow for
the effects of early exarcise, the expected Ife has been adjusted based on management's best estimate
for exercise restrictions and behavioural considerations

During the prior year, the ultimate parent company announced a two-for-one split of its outstanding
Common Stock payable in the form of a stock dividend

As a result of the stock spht, each stockholder received one additional share of Fortinet common stock
for each share of Fortingt common stock held of record on 9 May 2011 The number of shares
reprasented by the stock option(s) was adjusted to reflect the stock split, with the number of shares in the
ulimate parent increasing by double, and the exermise price will decrease proportionately (by half) In
accordance with FRS 20 the split was accounted for as a change in stock option scheme

The following table illustrates the number (No ) and weighted average exercise price (WAEP) of share
options outstanding during the year, adjusted to reflect the two for one spht effective 1 June 2011,

inclusive of ESPP grants

2012 2012 2011 2011

No WAEP Nc WAEP
Outstanding at 1 January 592,978 E7T T 33,271 £5 67
Impact of share spht - - 331,2M -
Granted during period 288,843 £1619 314,233 £13 186
Cancefled during period 48,530 £13 68 13,480 £7 80
Exercised dunng period 112,308 £11 59 370,316 £1165
Qutstanding at end of period 720,984 £10 36 592,979 £771
Exarclisable at end of period 328,597 £8 12 225,388 £3 81

The model inputs were

-12-




FORTINET UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

5

Share based payments {continued)

2012
Weighted average shara price at grant date (£) £20 37
Weighted average exarcise price (£} £20 37
Dividend yleld (%) 0%
Expected volatiiity (%) 50 66%
Risk frea interest rate (%) 015%
Expected life of options (years) 4 58
Fair Value (£) £368

2011 2010
£1418 £13 32
£1419 £13 32

0% 0%

46 63% 40 76%

153% 187%
4 58 4 58
£5 51 £4 87

2008

£4 57
£508
0%

50 57%
145%
4 58
£182

Expected volatiity, measured at the annualised standard dewviation of expecled share price retums, was
determined by calculating the historical and implled volatihty of the Company's share price over the

pravious years

The Company recognised a total expense of £237,867 (2011 £534,179) In the Income statement in

respect of these equity setfled share-based payment transactions

Taxation

Analysis of tax charge in the year
Currant tax (see note below)
Foreign tax on income for the year

Foreign fax adjustments in respect of prior penods

Total current tax

Deferred tax {see note 11)
Ongtnation and reversel of timing differences

Tax on profit on ordinary activities

2012 2011
£ £
55,294 112,720
. 109,185
55,294 221,905
- 1,358
55,294 223,263

-13-
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FORTINET UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

6 Taxation {continued)

Factors affecting tax charge for the year

The tax assessed for the year is higher than (2011 - higher than) the standard rate of corporation tax In
the UK of 26 5% (2011 - 26 5%) The differences are explained below

2012 201
£ £
Profit on ordinary activities before tax 312,490 107,268
Profit on ordinary activiies multiplied by standard rate of
corporation tax in the UK of 26 5% (2011 - 26 5%) 82,810 28,426
Effects of
Nan-tax deduchible axpensas 145,648 950,450
Capntal aliowances for year in excess of depreclation (843) (4,189)
Other fixed asset differonces (5.633) -
Share scheme deduction under Schedule 23 - (1,127,802)
Higher rate taxas on overseas earmings 84,804 112,724
Adjustmants to tax charge in respect of prior periods (35,879} 109,185
Unrehiaved tax losses camed forward 264,942 22,207
Other timing differences leading to an increase in the tax charge (480,855) 130,907
Current tax charge for the year (see note above) 55,204 221,905

Factors that may affect future tax charges

There were no factors that may affect future tax charges

-14 -




FORTINET UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

7 Tangible fixed assets

Cost

At 1 January 2012
Addtions
Disposals

At 31 December 2012

Depreciation

At 1 January 2012
Charge for the year
On disposals

At 31 December 2012
Net book value

At 31 December 2012

At 31 December 2011

8 Fixed asset investments

Cost or vatuation

Leasehold Computer
Improvement equipment
£ £

6,738

4,089
(1.150)

Total

4,089
6,738
(1,150}

6,738

2,939

9,677

471

3,255
776
(1,092}

3,255
1,247
(1.092)

471

2,939

3,410

6,267

6,267

834

834

At 1 January 2012 and 31 December 2012

Net book value
At 31 December 2012

Al 31 Dacembear 2011

Subsidiary undertakings

The following were subsidiary undertakings of the company

Name

Fortinet Sarl
Fortinet GmbH

Class of shares

Ordinary shares
Ordinary shares

Investments
in
subsidiary
companies
£

24,858

24,858

24,858

——- . ——

Holding

100%
100%

-15-
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FORTINET UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

10,

11

Fixed asset investments (continued)

The aggregate of the share capital and reserves as at 31 December 2012 and of the profit or loss for the

year ended on that date for the subsidiary undertakings were as follows

Name

Fortinet Sarl
Fortinet GmbH

Debtors

Amounts owed by group undertakings
Other debtors

Tax recoverable

Prepayments and accruad Income
Deferred tax asset (see nota 11)

Creditors*
Amounts falling due within one year

Trade creditors

Amounts owed to group undertakings
Saocal securily and other taxes
Accruals and deferred income

Deferred tax asset

At beginning of year
{Decreese)/Increase in the year

At end of year

Aggregate of
share capital

and reserves Profit
£ £
2,228,247 192,240
372,153 87,234
2012 2011

£ £

400,747 2,073,259
107,095 61,857
232,863 214,846
35,0958 28,790
5,507 5,507
782170 2,384,259
2012 2011

£ £
32,486 18,591
108,270 104,095
563,734 524,970
1,368,043 1,185,417
2,072,533 1,833,073
2012 2011

£ £

5,507 6,865

- {1,358)

5,507 5,507

-16 -




FORTINET UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

1"

12

13.

14

Deferred tax asset (continued)

The defarred tax asset relates to accelerated capital allowances

Share capital

Authorised
100,000 Ordinary shares shares of £1 each

Altotted, called up and fully paid
1 Ordinary shares share of £1

Reserves

At 1 January 2012

Profit for the year

Movement on other reserves
Exchange rate adjustment on reserves

At 31 December 2012

Reconciliation of movement In shareholders® funds

Opening shareholders’ funds

Profit/(loss) for the year

Other recognised gains and losses during the year
Capital contnbution reserve

Closing shareholders’ funds

2012 2011
£ £
100,000 100,000
1 1

Other Profit and
reserves loss account

£ £

1,409,338 506,755

- 257,196

237,867 .

- (6,985)

1,647,205 756,962
2012 2011

£ £
1,916,094 1,600,145
257,196 (115,995)
(6,989) (2,235}
237,867 534,179
2,404,168 1,916,094

-17-




FORTINET UK LIMITED

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2012

15

186.

17.

Operating lease commitments

At 31 December 2012 the company had annual commitments under nen-cancellable operating leases as
follows

Land and buildings

2012 2011
£ £

Explry date.
Within 1 year 78,835 120,960
Between 2 and 5 years 259,728 87,737

Related party transactlons

The company has taken advantage of the exemption in Financial Reporting Standard Number 8 from the
requirement to disclose transactions with group compames on the grounds that consolidated financial
statements are prepared by the ulimate parent company

Ultimate parent undertaking and controlling party

The ultimate parent company is Fortinet Inc, a company registered in the Unted Slates of America
Copies of the consolidated financial slatements of Fortinet Inc are avallable from 1080 Kifer Road,
Sunnyvale, CA 94086, USA.

-18-




