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Thank you all for joining us today.  I am pleased to welcome you to A10 Networks’ third quarter 
2017 financial results conference call.  This call is being recorded and webcast live and may be 
accessed for one year via the A10 Networks website, www.a10networks.com. 
 
Members of A10's management team joining me today are, Lee Chen, Founder & CEO; and Tom 
Constantino, CFO.  
 
Before we begin, I would like to remind you that shortly after the market closed today, A10 
Networks issued a press release announcing its third quarter 2017 financial results.  Additionally, 
A10 published a presentation along with its prepared comments for this call and supplemental 
trended financial statements.  You may access the press release, presentation with prepared 
comments, and trended financial statements on the investor relations section of the company’s 
website www.a10networks.com.   

http://www.a10networks.com/
http://www.a10networks.com/
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During the course of today’s call, management will make forward-looking statements, including 
statements regarding our projections for our fourth quarter 2017 operating results, our 
expectations for future revenue growth and market opportunities, the performance of our 
products, profitability, operating margin and operating expenses, our ability to penetrate certain 
markets, anticipated customer needs, expected product launches and the general growth of our 
business.  These statements are based on current expectations and beliefs as of today, October 
26, 2017.  These forward-looking statements involve a number of risks and uncertainties, some of 
which are beyond our control that could cause actual results to differ materially and you should 
not rely on them as predictions of future events.  A10 disclaims any obligation to update 
information contained in these forward-looking statements whether as a result of new 
information, future events, or otherwise.  
 
For a more detailed description of these risks and uncertainties, please refer to our most recent 
10-Q and 10-K. 
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Please note that with the exception of revenue, financial measures discussed today are on a non-
GAAP basis and have been adjusted to exclude certain charges.  The non-GAAP financial measures 
are not intended to be considered in isolation or as a substitute for results prepared in accordance 
with GAAP, and may be different from non-GAAP financial measures presented by other 
companies.  A reconciliation between GAAP and non-GAAP measures can be found in the press 
release issued today and on the trended quarterly financial statements posted on the company’s 
website.  
 
We will provide our current expectations for the fourth quarter of 2017 on a non-GAAP basis.  
However, we are unable to make available a reconciliation of non-GAAP guidance measures to 
corresponding GAAP measures on a forward-looking basis due to high variability and low visibility 
with respect to the charges, which are excluded from these non-GAAP measures. 
 
Now I would like to turn the call over to Lee for opening remarks.   
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We delivered a strong third quarter.  Revenue grew 12 percent year-over-year to 61.4 million 
dollars, which exceeded our initial and revised guidance, and we achieved non-GAAP EPS of 3 
cents.   
 
Our top-line performance was driven by solid demand and the team’s improved execution.  Our 
sales team did a terrific job closing a number of large deals that contributed to our top-line 
results. We also continued to build traction with our security platform, which included strong 
sales for our Thunder convergent firewall or Thunder CFW solutions. 
 
We saw strength with our marquee service provider customers, including:  
 

 A large win with a mobile provider in the U.S., where we continued to expand our 
footprint and replaced the incumbent ADC vendor with our ThunderADC and ThunderSSLi 
solutions.  In total, this customer contributed 14 percent of our Q3 revenue. 
 

 Our first seven-figure win with a leading mobile provider in Mexico for our CGN and ADC 
solutions.  We are excited to have won this competitive deal, which represents both a 
new customer logo and an opportunity to expand our relationship over time. 
 

 And, new project wins with four of the top telecommunication providers in Japan. 
 
Overall, in Japan we delivered outstanding performance that was partly driven by traction with 
our security solutions. 
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On the product front, we achieved strong product bookings for Thunder ADC, and record product 
bookings for our Thunder SSLi and Thunder CFW solutions.  With the enhanced SSL capabilities we 
introduced earlier this year, our SSL processors now handle advanced ciphers and offload 
intensive SSL processing with greater performance, scalability and reliability.  Our Thunder CFW 
platform provides a suite of integrated firewall solutions with a diverse range of security features, 
helping customers protect their security infrastructure and defend against web application attacks 
at scale.  A few of our recent customer wins in security included: 
 

 An organization of the executive branch of Japan’s government looking for a highly-
scalable and reliable solution to protect their IT infrastructure chose A10's Thunder CFW 
and SSLi solutions for the high performance of ACOS and for our OpenAPI,  
 

 A federal enforcement agency in the U.S., chose A10's Thunder SSLi to cope with the 
growing amount of encrypted traffic on their network.  Our ability to easily integrate our 
solution into their existing security stack was a key decision factor in this competitive win, 
 

 And a major retail group in Japan chose A10's Thunder CFW and Thunder SSLi as the Cloud 
proxy for its new Office 365 deployment. 
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We believe security and cloud are powerful market opportunities for A10.  We are focused on 
leveraging our strength as a trusted performance leader and our global marquee customer base, 
to capitalize on this opportunity.  In the era of connected intelligence, traffic volumes and 
complexity continue to significantly increase.  Customers will need automated capabilities to 
learn, predict, recommend and dynamically enforce policies.  A10’s mission is to provide 
customers with intelligent automation to comprehensively enforce policies for security and 
application delivery solutions to strengthen and simplify their security posture.  The recent 
enhancements to our TPS platform demonstrate our continued progress toward this objective.  
A10’s TPS platform is an industry leading DDoS protection solution with a TPS Detector that 
automatically orchestrates policies to detect sophisticated DDoS attacks.  When an attack is 
detected, it notifies the TPS management system to automatically perform countermeasures to 
mitigate DDoS attacks in real-time.  We are encouraged by the initial customer response for our 
expanded Thunder TPS capabilities. We are actively working to build our pipeline, which will take 
time.  While it is still early days in establishing A10's brand and reach in the security market, we 
are pleased with the progress.  
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In summary, we delivered a strong third quarter and are pleased with the team’s improved 
execution.  With our innovations and strong customer support, we believe we are establishing a 
strong portfolio of solutions that help enterprises, service providers and cloud providers secure 
and improve the performance of their networks and mission critical applications.  We are making 
solid progress but still have a lot of work ahead in order to continue to capitalize on the fast-
growing areas of our market while delivering more consistent topline results and profitability.  I 
am excited about our future opportunities and look forward to sharing our progress with you.  We 
remain committed to enhancing shareholder value.  As we announced in our press release today, 
the board of directors has authorized another 20 million dollar share repurchase program, which 
reflects our continued confidence in our market opportunities and business. 
 
With that, I’d like to turn the call over to Tom to review the details of our third quarter financial 
performance and fourth quarter guidance.   
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Third quarter revenue grew 12 percent year-over-year to 61.4 million dollars.  We also grew deferred 
revenue 9 percent year-over-year, to reach 91.0 million dollars. 



A10 Networks – Q3 2017 Earnings - Thursday, October 26, 2017                                                  12 | P a g e   

 

 

 

Third quarter product revenue grew 12 percent year-over-year to 39.4 million dollars, 
representing 64 percent of total revenue.  Third quarter service revenue was 22.0 million dollars, 
or 36 percent of total revenue.   
 
From a geographic standpoint, third quarter revenue from United States was 28.8 million dollars, 
up 19 percent on a year-over-year basis.  Third quarter revenue from Japan was 16.6 million 
dollars, up 4 percent on a year-over-year basis.  Third quarter revenue from APAC, excluding 
Japan, was 6.7 million dollars, compared with 7.4 million dollars in the same period last year.  
Third quarter revenue from EMEA was 6.1 million dollars, representing a 1 percent year-over-year 
increase.   
 
Service provider revenue increased 36 percent year-over-year to reach a record 32.5 million 
dollars, or 53 percent of revenue.  Enterprise was 47 percent of revenue, or 28.9 million dollars, 
compared with 31.2 million in Q3 of last year.   
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As we move beyond revenue, all further metrics discussed on this call are on a non-GAAP basis, 
unless stated otherwise. 
 
We delivered third quarter total gross margin of 78.3 percent, an increase of 120 basis points 
from last quarter and Q3 of last year.     
 
Third quarter product gross margin was 77.0 percent, an increase of 200 basis points from last 
quarter and up 180 basis points from Q3 of 2016.  Our improvement in gross margin was driven 
by geographic and product mix. Services gross margin came in at 80.6 percent, increasing 40 basis 
points from last quarter and flat compared to Q3 of 2016.   
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We ended the quarter with headcount of 877 compared with 892 at the end of last quarter.  
 
Non-GAAP operating expenses came in at 45.4 million dollars, compared with 44.2 million dollars 
in the prior quarter.  
 
Non-GAAP operating income was 2.7 million dollars, compared with 0.3 million dollars in the third 
quarter of last year.  
 
Non-GAAP net income for the quarter was 2.1 million dollars, or 3 cents per diluted share, 
compared with 0.2 million dollars, or break-even on a fully diluted per share basis in Q3 of last 
year.  Diluted and basic weighted shares used for computing non-GAAP EPS for the third quarter 
were approximately 73.6 million shares. 
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Moving to the balance sheet, average days sales outstanding were 68 days, down from 87 in the 
prior quarter.  At September 30, 2017 we had 123.9 million dollars in total cash and marketable 
securities, compared with 132.2 million dollars at the end of June.   
 
Under our existing share repurchase authorization, which expires this month, during the quarter 
we acquired 351,524 shares on the open market, at an average price of $6.42 for a total 
consideration of approximately $2.3 million.  In total, over the past 12 months, we have 
repurchased approximately 678,000 shares in the open market.  
 
As Lee mentioned, the board of directors has authorized another share repurchase program of up 
to 20 million dollars over the next 12 months.  Under the authorization, shares may be 
repurchased on a discretionary basis through a variety of means including the open market.  This 
repurchase authorization reflects our commitment to enhance shareholder value as well as 
expresses our confidence in our opportunities and long-term financial performance. 
 
Overall, we delivered a strong third quarter and we are pleased with the initial progress we are 
seeing from the actions we took to improve our execution.  More specifically, we improved our 
forecasting processes and sales performance analytics which led to improved sales execution.  We 
also improved our focus on accountability and performance management. Similarly, we have 
taken steps to improve our cross-functional collaboration in support of sales in delivering the 
quarter.  While we have more work to do as mentioned by Lee, we believe we are on the right 
track and that our efforts helped us deliver a strong finish to the quarter. 
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