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PROSPECTUS SUPPLEMENT NO. 1
To Prospectus dated May 12, 2014

13,282,316 Shares

COMMON STOCK

This Prospectus Supplement No. 1 (the “Prospectus Supplement”) supplements the prospectus dated May 12, 2014 filed
with the Securities and Exchange Commission on May 14, 2014 (the “Prospectus”), which forms a part of our
Registration Statement on Form S-1 (Registration Statement No. 333-195417). The Prospectus and this Prospectus
Supplement relate to the disposition from time to time of up to 13,282,316 shares of our common stock, which are

held or may be held by the selling stockholders named in the Prospectus. We are not selling any common stock under
the Prospectus and will not receive any of the proceeds from the sale of shares by the selling stockholders.

Our common stock is listed on The NASDAQ Global Select Market under the symbol “FEYE.” On May 13, 2014, the
last reported sale price of our common stock on The NASDAQ Global Select Market was $27.02 per share.

This Prospectus Supplement should be read in conjunction with the Prospectus, which is to be delivered with this
Prospectus Supplement. This Prospectus Supplement updates, amends and supplements the information included in
the Prospectus. If there is any inconsistency between the information in the Prospectus and this Prospectus
Supplement, you should rely on the information in this Prospectus Supplement.

This Prospectus Supplement is not complete without, and may not be delivered or utilized except in connection with,
the Prospectus, including any amendments or supplements to it.

Quarterly Report on Form 10-Q

On May 14, 2014, we filed a Quarterly Report on Form 10-Q with the Securities and Exchange Commission. The text
of such Form 10-Q is attached hereto.

We are an “emerging growth company” under the U.S. federal securities laws and are subject to reduced public
company reporting requirements. Investing in our common stock involves risks. See “Risk Factors” beginning on page 5
of the Prospectus, and under similar headings in any amendments or supplements to the Prospectus.
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Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

May 14, 2014
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended March 31, 2014

or
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from to

Commission File Number 001-36067

FireEye, Inc.
(Exact name of registrant as specified in its charter)

Delaware 20-1548921

(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)
1440 McCarthy Blvd.

Milpitas, CA 95035
(408) 321-6300
(Address, including zip code, and telephone number, including area code, of registrant’s principal executive offices)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x

No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):



Edgar Filing: FireEye, Inc. - Form 424B3

Large accelerated filer ~ Accelerated filer
Non-accelerated filer x (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x

The number of shares of the registrant's common stock outstanding as of April 30, 2014 was 145,089,886.
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PART I — FINANCIAL INFORMATION
Iteml. Financial Statements

FIREEYE, INC.

Condensed Consolidated Balance Sheets
(In thousands, except per share data)
(Unaudited)

ASSETS

Current assets:

Cash and cash equivalents

Short-term investments

Accounts receivable

Inventories

Deferred costs of revenue, current portion
Deferred tax assets, current portion
Prepaid expenses and other current assets
Total current assets

Deferred costs of revenue, non-current portion
Property and equipment, net

Goodwill

Intangible assets

Deposits and other long-term assets
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY
CURRENT LIABILITIES:

Accounts payable

Accrued liabilities

Accrued compensation

Proceeds from early exercise of stock awards
Deferred revenue, current portion

Total current liabilities

Deferred revenue, non-current portion
Deferred tax liabilities, non-current portion
Other long-term liabilities

Total liabilities

Commitments and contingencies (NOTE 8)
Stockholders' equity:

Common stock, par value of $0.0001 per share; 1,000,000 shares authorized,

March 31,
2014

$441,270
143,213
80,514
4,258
1,888
16,056
26,257
713,456
1,867
69,257
708,594
271,279
8,268
$1,772,721

$24.916
15,336
47,328
5,851
121,420
214,851
91,302
39,155
3,623
348,931

144,769 shares and 137,758 shares issued and outstanding as of March 31, 2014 and 14

December 31, 2013, respectively
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit

Total stockholders’ equity

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY
See accompanying notes to the condensed consolidated financial statements.

1,748,627
(138
(324,713
1,423,790
$1,772,721

December 31,
2013

$173,918
95,772
5,663
2,030
14,584
23,200
315,167
1,071
64,765
706,327
281,377
7,606
$1,376,313

$34,128
9,489
41,625
8,188
110,535
203,965
76,979
45,147
2,120
328,211

14

1,271,590
(223,502 )
1,048,102
$1,376,313
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FIREEYE, INC.

Condensed Consolidated Statements of Operations
(In thousands, except per share data)

(Unaudited)

Three Months Ended

March 31,

2014 2013
Revenue:
Product $24,252 $14,988
Subscription and services 49,728 13,428
Total revenue 73,980 28,416
Cost of revenue:
Product 10,326 4,962
Subscription and services 24,967 1,920
Total cost of revenue 35,293 6,882
Total gross profit 38,687 21,534
Operating expenses:
Research and development 41,970 10,062
Sales and marketing 76,854 28,569
General and administrative 27,100 7,311
Total operating expenses 145,924 45,942
Operating loss (107,237 ) (24,408
Interest income 45 4
Interest expense (7 ) (144
Other expense, net (54 ) (2,200
Loss before income taxes (107,253 ) (26,748
Provision for (benefit from) income taxes (6,042 ) 213
Net loss attributable to common stockholders $(101,211 ) $(26,961
Net loss per share attributable to common stockholders, basic and diluted $(0.76 ) $(1.78

Weighted average shares used in computing net loss per share attributable to common
stockholders, basic and diluted
See accompanying notes to the condensed consolidated financial statements.

133,976 15,180
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FIREEYE, INC.
Condensed Consolidated Statements of Comprehensive Loss
(In thousands)

(Unaudited)
Three Months Ended
March 31,
2014 2013
Net loss $(101,211 ) $(26,961
Other comprehensive loss, net of tax:
Change in net unrealized loss on available-for-sale investments (138 ) —
Comprehensive loss $(101,349 ) $(26,961

See accompanying notes to the condensed consolidated financial statements.
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FIREEYE, INC.

Condensed Consolidated Statements of Cash Flows
(In thousands)

(Unaudited)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss

Adjustments to reconcile net loss to net cash provided by (used in) operating activities:

Depreciation and amortization

Stock-based compensation expense

Deferred income taxes

Change in fair value of preferred stock warrant liability
Other

Changes in operating assets and liabilities:

Accounts receivable

Inventories

Prepaid expenses and other assets

Deferred costs of revenue

Accounts payable

Accrued liabilities

Accrued compensation

Deferred revenue

Other long-term liabilities

Net cash provided by (used in) operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment and demonstration units
Purchases of marketable securities

Lease deposits

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from follow-on public offering

Net proceeds from issuance of convertible preferred stock
Repayment of term loan

Proceeds from exercise of equity awards

Repayment of notes receivable from stockholders

Net cash provided by financing activities

Net change in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year
SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid for interest

Cash paid for income taxes

SUPPLEMENTAL DISCLOSURES OF NON-CASH INVESTING AND FINANCING

ACTIVITIES:
Unpaid follow-on public offering costs

Three Months Ended
March 31,

2014 2013
$(101,211) $(26,961 )
20,706 3,234
25,194 3,252
(7,518 ) —

— 2,167

89 25

15,221 4,703
1,405 326

(2,093 ) (276 )
416 ) (221 )
(12,396 ) (655 )
6,016 1,328
5,703 4,093
25,207 14,389
1,505 53

(22,588 ) 5,457
(14,187 ) (6,172 )
(143,522 ) —

(360 ) (586 )
(158,069 ) (6,758 )
445,934 —

— 9,988

— (2,147 )
2,075 3,440

— 3,734
448,009 15,015
267,352 13,714
173,918 60,200
$441,270 $73,914
$— $156
$781 $84
$1,639 $—
$7,980 $5,827

10
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Purchases of property and equipment and demonstration units in accounts payable and
accrued liabilities

See accompanying notes to the condensed consolidated financial statements.

4
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FIREEYE, INC.
Notes to Condensed Consolidated Financial Statements

1. Description of Business and Summary of Significant Accounting Policies
Description of Business

FireEye, Inc., with principal executive offices located in Milpitas, California, was incorporated as NetForts, Inc. on
February 18, 2004, under the laws of the State of Delaware, and changed its name to FireEye, Inc. on September 7,

2005.

FireEye, Inc. and its wholly owned subsidiaries (collectively, the “Company”, “we”, “us” or “our”) is a leader in stopping
advanced cyber attacks that use advanced malware, zero-day exploits, and APT (‘“Advanced Persistent Threat™) tactics.
Our solutions supplement traditional and next-generation firewalls, Intrusion Prevention Systems ("IPS”), anti-virus,

and gateways, which cannot stop advanced threats, leaving security holes in networks. We offer a solution that detects
and blocks attacks across both Web and email threat vectors as well as latent malware resident on file shares. Our
solutions address all stages of an attack lifecycle with a signature-less engine utilizing stateful attack analysis to detect
zero-day threats.

In March 2014, we completed our follow-on public offering in which we issued and sold 5,582,215 shares of common
stock at a price of $82.00 per share. We received aggregate proceeds of $446.5 million from the sale of shares of
common stock, net of underwriters’ discounts and commissions of $11.2 million, but before deducting paid and unpaid
offering expenses of approximately $2.2 million. Another 8,417,785 shares were sold by certain selling stockholders,
which included 796,846 shares sold pursuant to the exercise of the vested outstanding options by our employees. We
did not receive any of the proceeds from the sales of shares by the selling stockholders.

We sell the majority of our products, subscriptions and services to end-customers through distributors, resellers,
and strategic partners, with a lesser percentage of sales directly to end-customers.

Basis of Presentation and Consolidation

The accompanying unaudited condensed consolidated financial statements include the accounts of FireEye, Inc. and
its wholly owned subsidiaries. All intercompany balances and transactions have been eliminated in consolidation.

The accompanying unaudited condensed consolidated financial statements have been prepared in accordance with
accounting principles generally accepted in the United States of America ("U.S. GAAP"), and following the
requirements of the Securities and Exchange Commission ("SEC"), for interim reporting. As permitted under those
rules, certain footnotes or other financial information that are normally required by U.S. GAAP can be condensed or
omitted. These financial statements have been prepared on the same basis as our annual financial statements and, in
the opinion of management, reflect all adjustments, consisting only of normal recurring adjustments, that are
necessary for a fair statement of our financial information. The results of operations for the three months ended
March 31, 2014 are not necessarily indicative of the results to be expected for the year ending December 31, 2014 or
for any other interim period or for any other future year. The balance sheet as of December 31, 2013 has been derived
from audited consolidated financial statements at that date but does not include all of the information required by U.S.
GAAP for annual consolidated financial statements.

The accompanying condensed consolidated financial statements and related financial information should be
read in conjunction with the audited consolidated financial statements and the related notes thereto for the year ended

December 31, 2013 included in our Annual Report on Form 10-K, which was filed with the SEC on March 3, 2014.

12
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Use of Estimates

The preparation of condensed consolidated financial statements in conformity with U.S. GAAP requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue and
expenses during the reporting period. Such management estimates include, but are not limited to, the best estimate of
selling price for our products and services, commissions expense, future taxable income, contract manufacturer
liabilities, litigation and settlement costs and other loss contingencies, fair value of our common and preferred stock,
stock options and preferred stock warrant liability, and the purchase price allocation of acquired businesses. We base
our estimates on historical experience and also on assumptions that we believe are reasonable. Changes in facts or
circumstances may cause us to change our assumptions and estimates in future periods, and it is possible that actual
results could differ from current or revised future estimates.

13
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Summary of Significant Accounting Policies

There have been no significant changes to our significant accounting policies as of and for the three months
ended March 31, 2014, as compared to the significant accounting policies described in our Annual Report on Form
10-K for the year ended December 31, 2013, except for the inclusion of a new policy related to short-term investments
and an update to the revenue recognition policy.

Short-term Investments

We classify our investments in debt and equity securities as available-for-sale, and record these investments at fair
value. Investments with an original maturity of three months or less at the date of purchase are considered cash
equivalents, while all other investments are classified as short-term or long-term based on the nature of the
investments, their maturities, and their availability for use in current operations. Unrealized gains and losses are
reported as a component of other comprehensive income. Realized gains and losses are determined based on the
specific identification method, and are reflected in earnings. We regularly review our investment portfolio to identify
and evaluate investments that have indicators of possible impairment. Factors considered in determining whether a
loss is other-than-temporary include, but are not limited to: the length of time and extent a security’s fair value has
been below its cost, the financial condition and near-term prospects of the investee, the credit quality of the security’s
issuer, likelihood of recovery and our intent and ability to hold the security for a period of time sufficient to allow for
any anticipated recovery in value. For our debt instruments, we also evaluate whether we have the intent to sell the
security or it is more likely than not that we will be required to sell the security before recovery of its cost basis.

Investments are considered to be impaired when a decline in fair value is judged to be other-than-temporary. Fair
value is calculated based on publicly available market information or other estimates determined by management. If
the cost of an investment exceeds its fair value, we evaluate, among other factors, general market conditions, credit
quality of debt instrument issuers, the duration and extent to which the fair value is less than cost, and whether we
have plans to sell the security, or it is more likely than not that we will be required to sell the security, before
recovery. Once a decline in fair value is determined to be other-than-temporary, an impairment charge is recorded to
other income (expense) and a new cost basis in the investment is established.

Revenue Recognition

We generate revenue from the sales of products, subscriptions and support and maintenance, and professional services
through our indirect relationships with our partners as well as end customers through our direct sales force. Our
products include operating system software that is integrated into the appliance hardware and is deemed essential to its
functionality. As a result, we account for revenue in accordance with Accounting Standards Codification 605,
Revenue Recognition, and all related interpretations as all our security appliance deliverables include proprietary
operating system software, which together deliver the essential functionality of our products. Our professional service
consists primarily of time and materials based contracts, and the revenue is recognized as costs are incurred at
amounts represented by the agreed-upon billing amounts. Revenue from fixed-price professional services
engagements are recognized under the proportional performance method of accounting.

Recent Accounting Pronouncements

In July 2013, the FASB issued ASU No. 2013-11, Income Taxes (Topic 740) Presentation of an Unrecognized
Tax Benefit When a Net Operating Loss Carryforward, a Similar Tax Loss, or a Tax Credit Carryforward Exists. This
standard requires us to present an unrecognized tax benefit as a reduction of a deferred tax asset for a net operating
loss (NOL) carryforward or other tax credit carryforward when settlement in this manner is available under applicable
tax law. The guidance first became effective for us beginning in 2014. We believe the adoption of this guidance will
not have a material impact on our condensed consolidated financial statements.

2. Fair Value Measurements

14
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Fair Value Measurements

The accounting guidance for fair value measurements provides a framework for measuring fair value on either a

recurring or nonrecurring basis, whereby the inputs used in our valuation techniques are assigned a hierarchical level
The following are the three levels of inputs to measure fair value:

*Level 1: Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active markets.
Level 2: Inputs that reflect quoted prices for identical assets or liabilities in less active markets; quoted prices for
similar assets or liabilities in active markets; benchmark yields, reported trades, broker/dealer quotes, inputs other

6
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than quoted prices that are observable for the assets or liabilities; or inputs that are derived principally from or
corroborated by observable market data by correlation or other means.

Level 3: Unobservable inputs that reflect our own assumptions incorporated in valuation techniques used to measure
fair value. These assumptions are required to be consistent with market participant assumptions that are reasonably
available.

We consider an active market to be one in which transactions for the asset or liability occur with sufficient
frequency and volume to provide pricing information on an ongoing basis, and consider an inactive market to be one
in which there are infrequent or few transactions for the asset or liability, the prices are not current, or price quotations
vary substantially either over time or among market makers. Where appropriate, our own or the counterparty’s
non-performance risk is considered in measuring the fair values of assets.

The following table presents the fair value of our financial assets using the above input categories (in thousands):

As of March 31, 2014 As of December 31, 2013

Description Level 1 Level 2 gevel Total Level 1 Level 2 Level 3 Total
Cash equivalents:

Money market funds $334,577 $— $— $334,577 $132,518 $— $— $132,518

Certificates of deposit — 719 — 719 — — — —

Commercial paper — 6,000 — 6,000 — — — —
U.S. Qovemment . 18278 o 18,278 . . o .
agencies

Total cash

) $334,577 $24,997 $— $359,574 $132,518 $— $— $132,518
equivalents
Short-term investments:

Certificates of deposit — 3,594 — 3,594 — — — —

Commercial paper — 4,746 — 4,746 — — — —

Corporate notes and o 65.580 o 65.580 o . o o
bonds
U.S. Qovemment o 69.293 o 69.293 o o o L
agencies
. Total short-term $— $143213 $— $143213 $— $— $_ $—
investments

Total assets $334,577 $168210 $—  $502.787 $132518 $—  $— $132,518

measured at fair value

16
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3. Short-Term Investments
Our investments consisted of the following as of March 31, 2014 (in thousands):
Available-for-Sale Securities

Amortized Gross . Gross . Estimated Cash and Short-term
Unrealized Unrealized _ . Cash .
Cost . Fair Value ) investment
Gains Losses Equivalents
Certificates of deposit $4,320 — $ 7 ) $4,313 $719 $3,594
Commercial paper 10,745 1 — 10,746 6,000 4,746
Corporate notes and bonds 65,696 1 (117 ) 65,580 — 65,580
U.S. Treasuries & U.S. Government Agencies87,587 1 (17 ) 87,571 18,278 69,293
Total $168,348 $3 $ (141 ) $168,210 $ 24,997 $143,213

The following table presents our investments that had gross unrealized losses, the duration of which was less than
twelve months, as of March 31, 2014 (in thousands):

Total

Estimated Unrealized

Fair Value Loss
Certificates of deposit $4,313 $(7 )
Corporate notes and bonds 63,991 (117 )
U.S. Treasuries & U.S. Government Agencies 55,571 (17 )

Total $123,875 $(141 )
There were no investments with unrealized losses for twelve months or greater as of March 31, 2014.
Unrealized losses related to these investments are due to interest rate fluctuations as opposed to credit quality.
In addition, we do not intend to sell, and it is not more likely than not that we would be required to sell, these
investments before recovery of their cost basis. As a result, there is no other-than-temporary impairment for these
investments as of March 31, 2014.
The following table summarizes the contractual maturities of our investments at March 31, 2014 (in thousands):
Amortized Cost  Fair Value
Due within one year $113,472 $113,444
Due within one to two years 54,876 54,766
Total $168,348 $168,210
All available-for-sale securities have been classified as current, based on management's intent and ability to use the
funds in current operations.
4. Property and Equipment
Property and equipment, net consisted of the following as of the dates below (in thousands):
As of March 31, As of December 31,
2014 2013

Computer equipment, and software $59,376 $57,403
Leasehold improvements 22,219 15,660
Furniture and fixtures 8,749 6,035
Machinery and equipment 447 756
Total property and equipment 90,791 79,854
Less: accumulated depreciation (21,534 ) (15,089 )
Total property and equipment, net $69,257 $64,765

Depreciation and amortization expense related to property and equipment and demonstration units during the three
months ended March 31, 2014 and 2013 was $9.7 million and $3.0 million, respectively.

17
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5. Business Combinations

On December 30, 2013, we acquired privately held Mandiant Corporation (“Mandiant”), a leading provider of
advanced end point security products and security incident response management solutions.

The purchase price allocation for the acquisition of Mandiant will be finalized in calendar year 2014. The following is
the total preliminary purchase price allocation of the estimated purchase consideration based on the available
information as of March 31, 2014 (in thousands):

Amount
Net tangible assets $9,797
Intangible assets 276,200
Deferred tax liability (90,105 )
Goodwill 704,898
Total preliminary purchase price allocation $900,790

The preliminary estimated useful life and fair values of the identifiable intangible assets as of March 31, 2014 are as
follows (in thousands):

Preliminary Estimated

Useful Life (in years) Amount
Developed technology 4-6 $54,600
In-process research and development N/A 1,400
Content 10 128,600
Customer relationships 8 65,400
Contract backlog 1-3 13,800
Trade names 4 12,400
Total $276,200

Goodwill and Purchased Intangible Assets

The changes in the carrying amount of goodwill for the three months ended March 31, 2014 are as follows (in
thousands):

Balance as of December 31, 2013 $706,327
Adjustments 2,267
Balance as of March 31, 2014 $708,594

Purchased intangible assets consisted of the following as of the dates below (in thousands):
As of March 31, As of December

2014 31,2013

Developed technology $60,093 $60,093
Content 128,600 128,500
Customer relationships 67,300 67,900
Contract backlog 13,800 12,600
Trade names 12,400 12,400

Total intangible assets subject to amortization 282,193 281,493
Less: accumulated amortization (12,314 ) (1,516 )

Net intangible assets subject to amortization 269,879 279,977
In-process research and development 1,400 1,400

Total net intangible assets $271,279 $281,377
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Amortization expense of intangible assets for the three months ended March 31, 2014 and 2013 was $10.8 million and
$0.3 million, respectively.

20



Edgar Filing: FireEye, Inc. - Form 424B3

The expected annual amortization expense of intangible assets as of March 31, 2014 is presented below (in
thousands):

Years Ending December 31, Intangible Assets
2014 (remaining nine months) $32,392
2015 42,391
2016 41,773
2017 35,830
2018 24,885
2019 and thereafter 92,608

Total intangible assets subject to amortization 269,879

Total intangible assets with indefinite lives 1,400

Total $271,279

Out of Period Adjustments

During the three months ended March 31, 2014, we made adjustments to correct errors related to the purchase of
Mandiant, which resulted in an increase in additional paid-in capital of $3.1 million, an increase in intangible assets of
approximately $0.7 million, a decrease in current liabilities of $0.2 million and an increase in goodwill of
approximately $2.2 million. Because these errors, both individually and in the aggregate, were not material to any of
the prior years’ financial statements and the impact of correcting these errors in the current period is not material to the
March 31, 2014 condensed Consolidated Financial Statements, we recorded the correction of these errors in the

March 31, 2014 condensed Consolidated Financial Statements.

6. Deferred Revenue
Deferred revenue consisted of the following as of the dates below (in thousands):

As of March 31, As of December 31,

2014 2013
Product, current $14,179 $13,823
Subscription and services, current 107,241 96,712
Total deferred revenue, current 121,420 110,535
Product, non-current 8,179 6,711
Subscription and services, non-current 83,123 70,268
Total deferred revenue, non-current 91,302 76,979
Total deferred revenue $212,722 $187,514

7. Credit Facility

We are able to borrow up to $25.0 million under a revolving line of credit facility. There were no amounts borrowed
during the three months ended March 31, 2014. The maturity date for the revolving line of credit facility is December
31, 2014. Borrowings under the line of credit are collateralized by all of our assets, excluding intellectual property.
The availability of borrowings under the line of credit is subject to certain borrowing base limitations around our
outstanding accounts receivable. As of March 31, 2014 and December 31, 2013, there were no amounts outstanding
under the revolving line of credit.

8. Commitments and Contingencies
Leases

21
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We lease our facilities under various non-cancelable operating leases, which expire through the year ending May
2025. Rent expense is recognized using the straight-line method over the term of the lease. Rent expense was $2.6
million and $0.6 million for the three months ended March 31, 2014 and 2013, respectively.

10
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The aggregate future non-cancelable minimum rental payments on our operating leases as of March 31, 2014 is
presented below (in thousands):

Years Ending December 31, Amount
2014 (remaining nine months) $5,829
2015 8,548
2016 6,794
2017 5,769
2018 2,556
2019 and thereafter 9,320
Total $38.,816

Contract Manufacturer Commitments

Our independent contract manufacturers procure components and assemble 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 an
analysis from our sales and product marketing organizations, adjusted for overall market conditions. In order to reduce
manufacturing lead times and plan for adequate supply, we may issue forecasts and orders for components and
products that are non-cancelable. As of March 31, 2014 and December 31, 2013, we had non-cancellable open orders
of $16.3 million and $16.7 million, respectively. We are required to record a liability for firm, noncancelable, and
unconditional purchase commitments with contract manufacturers and suppliers for quantities in excess of our future
demand forecasts. To date we have not been required to accrue costs for such noncancelable commitments.

Purchase Obligations

As of March 31, 2014, we had approximately $5.5 million of non-cancellable firm purchase commitments primarily
for purchases of software and services.

Litigation

We accrue for contingencies when we believe that a loss is probable and that we can reasonably estimate the amount
of any such loss. We have made an assessment of the probability of incurring any such losses and whether or not those
losses are estimable.

We are subject to legal proceedings, claims and litigation, including intellectual property litigation, arising in the
ordinary course of business. Such matters are subject to many uncertainties and outcomes and are not predictable with
assurance.

To the extent there is a reasonable possibility that a loss exceeding amounts already recognized may be incurred and
the amount of such additional loss would be material, we will either disclose the estimated additional loss or state that
such an estimate cannot be made. We do not currently believe that it is reasonably possible that additional losses in
connection with litigation arising in the ordinary course of business would be material.

Indemnification

Under the indemnification provisions of our standard sales related contracts, we agree to defend our customers against
third-party claims asserting infringement of certain intellectual property rights, which may include patents, copyrights,
trademarks, or trade secrets, and to pay judgments entered on such claims. Our exposure under these indemnification
provisions is generally limited to the total amount paid by our customer under the agreement. However, certain
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agreements include indemnification provisions that could potentially expose us to losses in excess of the amount
received under the agreement. In addition, we indemnify our officers, directors, and certain key employees while they
are serving in good faith in such capacities. Through March 31, 2014, there have been no claims under any
indemnification provisions.

9. Common Shares Reserved for Issuance

Under our amended and restated certificate of incorporation, we were authorized to issue 1,000,000,000 shares of
common stock with a par value of $0.0001 per share as of March 31, 2014 and December 31, 2013. Each share of
common stock is entitled to one vote. The holders of common stock are also entitled to receive dividends whenever
funds are legally available and when declared by the Board of Directors, subject to the prior rights of holders of all
classes of convertible preferred stock outstanding. There were no shares of convertible preferred stock outstanding as
of March 31, 2014 or December 31, 2013.

11
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As of March 31, 2014 and December 31, 2013, we had reserved shares of common stock for issuance as follows (in
thousands):

As of March 31, As of December 31,
2014 2013

Reserved under stock award plans 45,710 40,226

Warrants to purchase common stock — 312

ESPP 3,878 2,500

Total 49,588 43,038

10. Equity Award Plans

We have operated under our 2013 Equity Incentive Plan ("2013 Plan") since our initial public offering ("IPO") in
September 2013. Our 2013 Plan provides for the issuance of restricted stock and the granting of options, stock
appreciation rights, performance shares, performance units and restricted stock units to our employees, officers,
directors, and consultants. Awards granted under the 2013 Plan vest over the periods determined by the Board of
Directors or compensation committee of the Board of Directors, generally four years, and stock options granted under
the 2013 Plan expire no more than ten years after the date of grant. In the case of an incentive stock option granted to
an employee who at the time of grant owns stock representing more than 10% of the total combined voting power of
all classes of stock, the exercise price shall be no less than 110% of the fair value per share on the date of grant, and
the award shall expire five years from the date of grant. For options granted to any other employee, the per share
exercise price shall be no less than 100% of the fair value per share on the date of grant. In the case of non-statutory
stock options and options granted to consultants, the per share exercise price shall be no less than 100% of the fair
value per share on the date of grant. A total of 16.5 million shares of our common stock was reserved for future grants
as of March 31, 2014 under the 2013 Plan.

Our 2013 Employee Stock Purchase Plan ("ESPP") allows eligible employees to acquire shares of our common stock
at 85% of the lower of the fair market value of our common stock on the first trading day of each offering period or on
the exercise date. Our ESPP provides for annual increases in the number of shares available for issuance on the first
day of each fiscal year beginning in 2014. As of March 31, 2014, an aggregate of 3,877,575 shares of common stock
were available for future issuance under our ESPP, including 1,377,575 shares of common stock that became available
under the ESPP on January 1, 2014 pursuant to the provisions of the ESPP that automatically increase the share
reserve under such plan each year.

From time to time, we also grant restricted common stock or restricted stock awards outside of our equity incentive
plans to certain employees in connection with acquisitions.

Stock Option Activity

A summary of the activity for our stock option changes during the reporting periods and a summary of information
related to options exercisable, vested, and expected to vest are presented below (in thousands, except per share
amounts):

Options Outstanding

. Weighted- Weighted-

Weighted- Average

Number of Average Aggregate
Average Grant Date . S

Shares . . . Contractual Intrinsic Value
Exercise Price Fair Value Life (years)

Per Share y
Balance— December 31, 2013 27,422 $5.82 8.30 $ 1,036,224
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Granted 652
Exercised (1,092
Cancelled (357
Balance— March 31, 2014 26,625

Options vested and expected to vest—March
31,2014 25,737
Options exercisable—March 31, 2014 9,606

12

74.08
) 1.97
) 8.42

$ 7.62

$ 7.45
$ 2.26

$74.08

8.08
8.05
6.76

85,000

$ 1,444,651
$ 1,400,536
$ 569,763
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Restricted Stock Award ("RSA") and Restricted Stock Unit ("RSU") Activity

A summary of restricted stock awards and restricted stock units are presented below (in thousands, except per share
amounts):

Weighted- Weighted-
Number of Average Average Aggregate
Shares Grant-Date Fair Contractual Intrinsic Value
Value Per Share  Life (years)
Unvested balance— December 31, 2013 3,602 1.70 $157,108
Granted 1,097 $76.28
Vested (350 )
Cancelled/forfeited (1 )
Unvested balance —March 31, 2014 4,348 2 267,755
Expected to vest—March 31, 2014 4,059 2 $249.915

Stock-Based Compensation

We record stock-based compensation based on fair value of stock options on grant date using the Black-Scholes
option-pricing model. We determine the fair value of common shares to be issued under the ESPP using the
Black-Scholes option-pricing model. The fair value of restricted stock units and restricted stock awards equals the
market value of the underlying stock on the date of grant. We granted performance based restricted stock units and
restricted stock awards to certain employees which vest upon the achievement of certain performance conditions,
subject to the employees’ continued service relationship with us. We assess the probability of vesting at each reporting
period and adjust our compensation cost based on the probability assessment. We recognize such compensation
expense on a straight-line basis over the service provider’s requisite service period.

The following table summarizes the assumptions used in the Black-Scholes option-pricing model to determine fair
value of our stock options:
Three Months Ended March 31,

2014 2013
Fair value of common stock $73.57 - $75.87 $6.05 - $6.46
Risk-free interest rate 1.9% - 2.0% $0.7% to 1.1%
Expected term (in years) 6 5to06
Volatility 52% - 53% 51% - 54%
Dividend yield —% —%

The following table summarizes the assumptions used in the Black-Scholes option-pricing model to determine fair
value of our common shares to be issued under the ESPP:
Three Months Ended March

31,

2014 2013
Fair value of common stock $20.00 N/A
Risk-free interest rate 0.1% N/A
Expected term (in years) 0.7-1.2 N/A
Volatility 42% - 45% N/A
Dividend yield —% N/A

27



Edgar Filing: FireEye, Inc. - Form 424B3

Stock-based compensation expense is included in costs and expenses as follows (in thousands):

13
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Three Months Ended March

31,

2014 2013
Cost of product revenue $145 $63
Cost of subscription and services revenue 3,420 167
Research and development 4,603 957
Sales and marketing 8,088 840
General and administrative 8,338 1,225
Total $25,194 $3,252

As of March 31, 2014, total compensation cost related to stock-based awards not yet recognized was $247.5 million,
net of estimated forfeitures, which is expected to be amortized on a straight-line basis over the weighted-average
remaining vesting period of approximately 3 years.

11. Income Taxes

We account for income taxes under the asset and liability method. Under this method, deferred income tax assets and
liabilities are determined based upon the difference between the financial statement carrying amounts and the tax basis
of assets and liabilities and are measured using the enacted tax rate expected to apply to taxable income in the years in
which the differences are expected to be reversed.

Our benefit (expense) for income taxes for the three month periods ended March 31, 2014 and 2013 reflects an
effective tax rate of 5.63% and (0.80)%, respectively. The tax benefit for the three months ended March 31, 2014 is
primarily due to a decrease in the U.S. deferred tax liabilities previously established in purchase accounting due to
amortization of the related intangibles and an increase in U.S. deferred tax assets primarily related to current year
operating losses and stock based compensation, partially offset by foreign and state income tax expense. The tax
expense for the three months ended March 31, 2013 is primarily due to foreign and state income tax expense.

12. Net Loss per Share

Basic loss per share is calculated by dividing net loss by the weighted average number of common shares outstanding
during the period, less shares subject to repurchase, and excludes any dilutive effects of employee share based awards
and warrants. Diluted net income per common share is computed giving effect to all potential dilutive common shares,
including common stock issuable upon exercise of stock options, and unvested restricted common stock and stock
units. As we had net losses for the three months ended March 31, 2014 and 2013, all potential common shares were
determined to be anti-dilutive.
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The following table sets forth the computation of net loss per common share (in thousands, except per share amounts):
Three Months Ended March

31,

2014 2013
Numerator:
Net loss $(101,211 ) $(26,961 )
Denominator:
Weighted average number of shares outstanding—basic and diluted 133,976 15,180
Net loss per share—basic and diluted $(0.76 ) $(1.78 )

The following outstanding options, unvested shares, warrants, and convertible preferred stock were excluded (as
common stock equivalents) from the computation of diluted net loss per common share for the periods presented as
their effect would have been antidilutive (in thousands):

As of March 31,

2014 2013
Options to purchase common stock 26,625 18,494
Unvested early exercised common shares 3,793 5,890
Unvested restricted stock awards and units 4,348 2,588
Convertible preferred stock — 74,221
Warrants to purchase convertible preferred stock — 616
ESPP shares 498 —

13. Employee Benefit Plan
401(k) Plan

We have established a 401(k) tax-deferred savings plan (the “401(k) Plan”) which permits participants to make
contributions by salary deduction pursuant to Section 401(k) of the Internal Revenue Code of 1986, as amended. We
maintain the 401(k) Plan that provides our eligible employees other than Mandiant employees with an opportunity to
save for retirement on a tax-advantaged basis. In addition, we maintain a tax qualified plan for employees of the
Mandiant subsidiary that was assumed in the Mandiant acquisition. All participants’ interests in their deferrals are
100% vested when contributed under both 401(k) plans. We have made no matching contributions into our 401(k)
plan since inception. The Mandiant 401(k) plan provides for a match of 100% of the first 4% of an eligible employee’s
compensation contributed. Matching contributions under the Mandiant 401(k) plan are 100% vested when made.
Under both 401(k) plans, pre-tax contributions are allocated to each participant’s individual account and are then
invested in selected investment alternatives according to the participants’ directions. Each 401(k) plan is intended to
qualify under Sections 401(a) and 501(a) of the Code. As a tax-qualified retirement plan, contributions to each 401(k)
plan and earnings on those contributions are not taxable to the employees until distributed from the 401(k) plan, and
all contributions are deductible by us when made. Our contribution to the Mandiant 401(k) plan was $0.7 million for
the period ended March 31, 2014.

14. Segment Information
We conduct business globally and are primarily managed on a geographic basis. Our chief executive officer, who is
our chief operating decision maker, reviews financial information presented on a consolidated basis accompanied by

information about revenue by geographic region for purposes of allocating resources and evaluating financial
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performance. We have one business activity, and there are no segment managers who are held accountable for
operations, operating results, and plans for levels, components, or types of products or services below the consolidated
unit level. Accordingly, we are considered to be in a single reportable segment and operating unit structure.

Revenue by geographic region based on the billing address is as follows (in thousands):

15
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Three Months Ended March

31,

2014 2013
Revenue:
United States $55,728 $20,740
EMEA 9,245 4,000
APAC 6,327 2,934
Other 2,680 742

Total revenue $73,980 $28.416

Substantially all of our assets were attributable to operations in the United States as of March 31, 2014 and
December 31, 2013.

15. Subsequent Events

In May 2014, we completed the acquisition of nPulse Technologies, a network forensics provider based in
Charlottesville, Virginia. We expect to combine the nPulse network forensics platform with Mandiant endpoint
forensics to enhance the industry’s only unified enterprise forensics solution for visibility into the entire attack life
cycle-from network intrusion to endpoint exploitation and lateral movement. As consideration for the acquisition, we
paid approximately $60 million in cash, and issued 295,681 shares of our common stock consideration that is subject
to the achievement of certain milestones.
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Item 2. Management's Discussion and Analysis of Financial Condition
and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our consolidated financial statements and related notes appearing elsewhere in this Quarterly Report
on Form 10-Q and our Annual Report on Form 10-K filed with the SEC on March 3, 2014. The following discussion
and analysis contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended. These statements include, but are not
limited to, statements regarding:

beliefs and objectives for future operations;

our business plan and our ability to effectively manage our growth and associated investments;

our ability to timely and effectively scale and adapt our existing technology;

our ability to innovate new products and bring them to market in a timely manner;

our ability to expand internationally;

our ability to further penetrate our existing customer base;

our expectations concerning renewal rates for subscriptions and services by existing customers;

cost of revenue, including changes in costs associated with production, manufacturing and customer support;
operating expenses, including changes in research and development, sales and marketing, and general and
administrative expenses;

our expectations concerning relationships with third parties, including channel partners and logistics providers;
economic and industry trends or trend analysis;

the effects of seasonal trends on our results of operations;

the attraction and retention of qualified employees and key personnel;

future acquisitions of or investments in complementary companies, products, subscriptions or technologies; and

the sufficiency of our existing cash and investments to meet our cash needs for at least the next 12 months

as well as other statements regarding our future operations, financial condition and prospects, and business strategies.
Forward-looking statements generally can be identified by words such as “anticipates,” “believes,” “estimates,” “expects,
“intends,” “plans,” “predicts,” “projects,” “will be,” “will continue,” “will likely result,” and similar expressions. These
forward-looking statements are based on current expectations and assumptions that are subject to risks and
uncertainties, which could cause our actual results to differ materially from those reflected in the forward-looking
statements. Factors that could cause or contribute to such differences include, but are not limited to, those discussed in
this Quarterly Report on Form 10-Q, and in particular, the risks discussed under the caption “Risk Factors” in Item 1A
of Part II of this Quarterly Report on Form 10-Q and those discussed in other documents we file with the SEC. We
undertake no obligation to revise or publicly release the results of any revision to these forward-looking statements,
except as required by law. Given these risks and uncertainties, readers are cautioned not to place undue reliance on
such forward-looking statements.

29 ¢ L2
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Overview

We provide a comprehensive solution of products and services for detecting, preventing and resolving advanced
cybersecurity threats. We have invented a purpose-built, virtual machine-based security platform that provides
real-time protection to enterprises and governments worldwide against the next generation of cyber attacks. Our
technology approach represents a paradigm shift from how IT security has been conducted since the earliest days of
the information technology industry. The core of our purpose-built, virtual machine-based security platform is our
virtual execution engine, to which we refer as our MVX engine, which identifies and protects against known and
unknown threats that existing signature-based technologies are unable to detect. We believe it is imperative for
organizations to invest in this new approach to security to protect their critical assets, such as intellectual property and
customer and financial data, from the global pandemic of cybercrime, cyber espionage and cyber warfare.

33



Edgar Filing: FireEye, Inc. - Form 424B3

We were founded in 2004 to address the fundamental limitations of legacy signature-based technologies in detecting
and blocking sophisticated cyber attacks. From 2004 to 2008, we focused our efforts on research and development to
build our virtual machine technology. We released our first product, the Web Threat Prevention appliance, in 2008.
Our Web Threat Prevention appliance is designed to analyze and block advanced attacks via the Web. Since that time,
we have continued to enhance our product portfolio, releasing our Email Threat Prevention appliance in 2011 and our
File Threat Prevention appliance in 2012. Our Email and File Threat Prevention products address advanced threats
that are introduced through email attachments and file shares. Due to the scale of our customer deployments and our
customers’ desire for deeper analysis of potential malicious software, we also provide management
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and analysis appliances, specifically our Central Management System and our Forensic Analysis System. We support
and enhance the functionality of our products through our Dynamic Threat Intelligence, or DTI, cloud, a subscription
service that offers global threat intelligence sharing and provides a closed-loop system that leverages the network
effects of a globally distributed, automated threat analysis network. Our years of research and development in virtual
machine technology, anomaly detection and associated heuristic algorithms has enabled us to provide signature-less
threat protection against next-generation cyber attacks.

We primarily market and sell our virtual machine-based security platform to Global 2000 companies in a broad
range of industries and governments worldwide. As of March 31, 2014, we had over 2,000 end-customers across more
than 60 countries, including over 130 of the Fortune 500.

We have experienced rapid growth over the last several years, increasing our revenue at a compound annual growth
rate of 139% from 2010 to 2013. We have also increased our number of employees from 1,678 as of December 31,
2013 to 2,032 as of March 31, 2014, largely as a result of our continued investment in research and development and
sales and marketing and the associated expansion of our workforce in those functions. We expect to continue rapidly
scaling our organization to meet the needs of our customers and to pursue opportunities in new and existing markets.
We intend to continue to invest in the development of our sales and marketing teams, with a particular focus on
expanding our network of international channel partners, opening sales offices, hiring key sales and marketing
personnel and carrying out associated marketing activities in key geographies. As of March 31, 2014, we were selling
our solution to end-customers in over 60 countries, and we expect revenue from international sales to grow as a
percentage of our overall revenue. We intend to continue to invest in our product development organization to
enhance the functionality of our existing platform, introduce new products and subscriptions, and build upon our
technology leadership. Due to our continuing investments to scale our business, particularly internationally,
reorganize our corporate structure for improved tax efficiency, pursue new opportunities, enhance our product
functionality, introduce new products and build upon our technology leadership in advance of, and in preparation for,
our expected increase in sales and expansion of our customer base, we are continuing to incur expenses in the near
term for which we may not realize any long-term benefit. As a result, we are presently generating large losses, and do
not expect to be profitable for the foreseeable future. Furthermore, our cash used in operating activities has also been
material in recent quarters.

During the three months ended March 31, 2014 and 2013, our revenue was $74.0 million and $28.4 million,
representing year-over-year growth of 160%. Our net losses were $101.2 million and $27.0 million during the three
months ended March 31, 2014 and 2013, respectively. During the three months ended March 31, 2014, approximately
75%, 9% and 12% of our revenue came from the United States, Asia Pacific and Japan (APAC), and Europe, the
Middle East and Africa (EMEA), respectively. During the three months ended March 31, 2013,

approximately 73%, 10% and 14% of our revenue came from the United States, APAC and EMEA, respectively.

In December 2013, we acquired privately held Mandiant Corporation, or Mandiant, the leading provider of advanced
endpoint security products and security incident response management solutions. We believe this combination creates
the industry’s leading advanced threat protection vendor with the ability to detect, prevent and resolve cyber attacks at
every stage of the attack life cycle. The results of operations of Mandiant have been included in our consolidated
statements of operations since December 30, 2013, the acquisition date. This is our first full quarter of operations as a
combined company. The addition of Mandiant’s products, subscriptions and professional services offerings has
increased our product, subscription and services revenue, as we compare operations from the three months ended
March 31, 2014 to the three months ended March 31, 2013. The addition of Mandiant personnel, facilities and other
expenses has increased our cost of sales and operating expenses, as we compare operations from the three months
ended March 31, 2014 to the three months ended March 31, 2013. Our results for the three months ended March 31,
2014 are discussed below under “Results of Operations”.
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We believe that the growth of our business and our short and long term success are dependent upon many factors,
including our ability to extend our technology leadership, grow our base of end-customers, expand deployment of our
platform within existing end-customers, and focus on end-customer satisfaction. While these areas present significant
opportunities for us, they also pose challenges and risks that we must successfully address in order to sustain the
growth of our business and improve our operating results.

We have experienced rapid growth and increased demand for our products over the last few years. To manage any
future growth effectively, we must continue to improve and expand our information technology and financial
infrastructure, our operating and administrative systems and controls, and our ability to manage headcount, capital,
and processes in an efficient manner. Additionally, we face intense competition in our market, and to succeed, we
need to innovate and offer products that are differentiated from existing infrastructure products, as well as effectively
hire, retain, train, and motivate qualified personnel and senior management. If we are unable to successfully address
these challenges, our business, operating results, and prospects could be adversely affected.

18

36



Edgar Filing: FireEye, Inc. - Form 424B3

In March, 2014, we completed our follow-on public offering in which we issued and sold 5,582,215 shares of
common stock at a price of $82.00 per share. We received aggregate proceeds of $446.5 million from the sale of
shares of common stock, net of underwriters’ discounts and commissions of $11.2 million, but before deducting paid
and unpaid offering expenses of approximately $2.2 million. Another 8,417,785 shares were sold by certain selling
stockholders, which included 796,846 shares sold pursuant to the exercise of vested outstanding options by our
employees. We did not receive any of the proceeds from the sales of shares by the selling stockholders.

For a description of factors that may impact our future performance, see the disclosure below under "-Factors
Affecting our Performance.”

Our Business Model

We generate revenue from sales of our products, subscriptions and services. Our product revenue consists primarily of
revenue from the sale of our threat prevention portfolio of software-based appliances, consisting of our Web Threat
Prevention, Email Threat Prevention and File Threat Prevention, as well as sales of our Forensic Analysis System and
Central Management System appliances. We offer this portfolio as a complete solution to protect the various entry
points of a customer’s network from the next generation of cyber attacks. Because the typical customer’s network has
more Web entry points to protect than email and file entry points, customers that purchase our threat prevention
portfolio generally purchase more Web Threat Prevention appliances than Email or File Threat Prevention appliances.
As aresult, Web Threat Prevention accounts for the largest portion of our threat prevention product revenue. In
addition, because most malicious attacks occur through the Web threat vector, smaller customers and customers who
do not have the budget to purchase the full threat prevention portfolio often only purchase Web Threat Prevention.
While we have experienced steady growth in sales of our Email Threat Prevention appliance since its introduction in
2011, these sales have not contributed as quickly to the growth in our overall product revenue because revenue
associated with Email Threat Prevention is recognized ratably over the longer of the contractual term or the estimated
period the customer is expected to benefit from the product. By contrast, revenue associated with our Web Threat
Prevention, File Threat Prevention, Central Management System and Forensic Analysis System products is recognized
upon shipment. Finally, we introduced our File Threat Prevention appliance in the second quarter of 2012, and as a
result, revenue from our File Threat Prevention product represents a small percentage of our product revenue.

We require customers to purchase a subscription to our DTI cloud and support and maintenance services when they
purchase any part of our product portfolio. In addition, we require customers that purchase our Email Threat
Prevention product to also purchase a subscription to our Email Threat Prevention Attachment/URL Engine. Our
customers generally purchase these subscriptions and services for a one or three year term, and revenue from such
subscriptions is recognized ratably over the subscription period. Sales of these subscriptions and services, along with
sales of Email Threat Prevention for multi-year terms, have increased our deferred revenue. As of March 31, 2014
and December 31, 2013, our total deferred revenue was $212.7 million and $187.5 million, respectively. For the three
months ended March 31, 2014 and 2013, subscription and services revenue as a percentage of total revenue was 67%
and 47%, respectively. Our subscription and services revenue as a percentage of total revenues for the three months
ended March 31, 2014 increased over the same period last year, as a result of sales of professional services including
our Incident Response offering and subscriptions including our Managed Defense offering. Subscription and services
revenue as a percentage of total revenue has also increased as a result of amortization of our growing deferred revenue
resulting from larger sales of subscription and services and growth in our installed base. A large contributing factor to
the growth in our subscription and services revenue relates to the amortization of the initial subscription and services
agreements. Renewals of such agreements have also contributed to this growth. Our renewal rate for subscription and
services agreements expiring in the 12 months ended March 31, 2014 was in excess of 90%, and we expect to
maintain high renewal rates in the future due to the significant value we believe these subscriptions and services add
to the efficacy of our product portfolio.
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Key Business Metrics

We monitor the key business metrics set forth below to help us evaluate growth trends, establish budgets, measure the
effectiveness of our sales and marketing efforts, and assess operational efficiencies. We discuss revenue and gross
margin below under “~-Components of Operating Results.” Deferred revenue, billings, net cash flow provided by (used
in) operating activities, and free cash flow are discussed immediately below the following table.

Three Months Ended or as of

March 31,

2014 2013

(Dollars in thousands)
Product revenue $24,252 $14,988
Subscription and services revenue 49,728 13,428
Total revenue $73,980 $28.416
Year-over-year percentage increase 160 % 106 %
Gross margin percentage 52 % 16 %
Deferred revenue, current 121,420 50,210
Deferred revenue, non-current 91,302 40,583
Billings (non-GAAP) 99,188 42,803
Net cash provided by (used in) operating activities (22,588 ) 5,457
Free cash flow (non-GAAP) $36,775 ) $(715 )

Deferred revenue. Our deferred revenue consists of amounts that have been invoiced but have not yet been recognized
as revenue as of the period end. The majority of our deferred revenue consists of the unamortized balance of revenue
from sales of our Email Threat Prevention product, subscriptions to our DTI cloud, Email Threat Prevention
Attachment/URL Engine, Managed Defense offerings and support and maintenance contracts. Because invoiced
amounts for subscriptions and services can be for multiple years, we classify our deferred revenue as current or
non-current depending on when we expect to recognize the related revenue. If the deferred revenue is expected to be
recognized within 12 months, it is classified as current. Otherwise, the deferred revenue is classified as non-current.
We monitor our deferred revenue balance because it represents a significant portion of revenue to be recognized in
future periods.

Billings. Billings is a non-GAAP financial metric that we define as revenue recognized in accordance with generally
accepted accounting principles, or GAAP, plus the change in deferred revenue from the beginning to the end of the
period. We consider billings to be a useful metric for management and investors, as a supplement to the corresponding
GAAP measure, because billings drive deferred revenue, which is an important indicator of the health and visibility of
trends in our business and represents a significant percentage of revenue. However, it is important to note that other
companies, including companies in our industry, may not use billings, may calculate billings differently, may have
different billing frequencies, or may use other financial measures to evaluate their performance, all of which could
reduce the usefulness of billings as a comparative measure. A reconciliation of billings to revenue, the most directly
comparable financial measure calculated and presented in accordance with GAAP, is provided below:

Three Months Ended

March 31,

2014 2013

(in thousands)
Revenue $73,980 $28.416
Add: Deferred revenue, end of period 212,722 90,793
Less: Deferred revenue, beginning of period 187,514 76,406
Billings ( non-GAAP) $99,188 $42.,803
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Net cash provided by (used in) operating activities. We monitor net cash provided by (used in) operating activities as a
measure of our overall business performance. Our net cash provided by (used in) operating activities is driven in large
part by sales of our products and from up-front payments for both subscriptions and support and maintenance services.
Monitoring net cash provided by (used in) operating activities enables us to analyze our financial performance without
the non-cash effects of certain items such as depreciation, amortization, and stock-based compensation costs, thereby
allowing us to better understand and manage the cash needs of our business.

Free cash flow. Free cash flow is a non-GAAP financial measure we define as net cash provided by (used in)
operating activities less purchases of property and equipment and demonstration units. We consider free cash flow to

be a liquidity measure that provides

20

40



Edgar Filing: FireEye, Inc. - Form 424B3

useful information to management and investors about the amount of cash generated by our business that, after the
purchases of property and equipment and demonstration units, can be used by us for strategic opportunities, including
investing in our business, making strategic acquisitions and strengthening our balance sheet. However, it is important
to note that other companies, including companies in our industry, may not use free cash flow, may calculate free cash
flow differently, or may use other financial measures to evaluate their performance, all of which could reduce the
usefulness of free cash flow as a comparative measure. A reconciliation of free cash flow to cash flow provided by
(used in) operating activities, the most directly comparable financial measure calculated and presented in accordance
with GAAP, is provided below:

Three Months Ended

March 31,

2014 2013

(In thousands)
Cash flow provided by (used in) operating activities $(22,588 ) $5,457
Less: purchase of property and equipment and demonstration units 14,187 6,172
Free cash flow (non-GAAP) $(36,775 ) $(715 )
Net cash used in investing activities $(158,069 ) (6,758 )
Net cash provided by financing activities $448,009 15,015

Factors Affecting our Performance

Market Adoption. We rely on market education to raise awareness of today’s next-generation cyber attacks,
articulate the need for our virtual machine-based security solution and, in particular, the reasons to purchase our
products. Our prospective customers often do not have a specific portion of their IT budgets allocated for products that
address the next generation of advanced cyber attacks. We invest heavily in sales and marketing efforts to increase
market awareness, educate prospective customers and drive adoption of our solution. This market education is critical
to creating new IT budget dollars or allocating I'T budget dollars across enterprises and governments for
next-generation threat protection solutions, and in particular, our platform. Our investment in market education has
also increased awareness of us and our solution in international markets. However, we believe that we will need to
invest additional resources in targeted international markets to drive awareness and market adoption. The degree to
which prospective customers recognize the mission critical need for next-generation threat protection solutions, and
subsequently allocate budget dollars for our platform, will drive our ability to acquire new customers and increase
renewals and follow-on sales opportunities, which, in turn, will affect our future financial performance.

Sales Productivity. Our sales organization consists of a direct sales team, made up of field and inside sales
personnel, and indirect channel sales teams to support our channel partner sales. We utilize a direct-touch sales model
whereby we work with our channel partners to secure prospects, convert prospects to customers, and pursue follow-on
sales opportunities. To date, we have primarily targeted large enterprise and government customers, who typically
have sales cycles from three to six months. We have also recently expanded our inside sales teams to pursue
customers in the small and medium enterprise, or SME, market.

Our growth strategy contemplates increased sales and marketing investments internationally. Newly hired sales
and marketing resources will require several months to establish prospect relationships and drive overall sales
productivity. In addition, sales teams in international regions will face local markets that have not had significant
market education about advanced security threats that our platform addresses. All of these factors will influence
timing and overall levels of sales productivity, impacting the rate at which we will be able to convert prospects to
sales and drive revenue growth.

Renewal Rates. New or existing customers that purchase one of our appliances are required to purchase a
minimum of a one-year subscription to our DTI cloud and, in the case of our Email Threat Prevention products, a
one-year subscription to our Email Threat Prevention Attachment/URL engine, as well as support and maintenance
services. New or existing customers that purchase one of our Central Management System appliances are required to
purchase support and maintenance services for a minimum of one year.

We believe our renewal rate is an important metric to measure the long-term value of customer agreements and
our ability to retain our customers. We calculate our renewal rate by dividing the number of renewing customers that
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were due for renewal in any rolling 12 month period by the number of customers that were due for renewal in that
rolling 12 month period. Our renewal rate for subscription and service agreements expiring in the 12 months ended
March 31, 2014 and 2013 was over 90%. These high renewal rates are primarily attributable to the incremental value
added to our appliances by our DTI cloud and support and maintenance services. As DTI cloud subscriptions and
support and maintenance services represented 67% and 47% of our total revenue during the three months ended
March 31, 2014 and 2013, respectively, we expect our ability to maintain high renewal rates for these subscriptions
and services to have a material impact on our future financial performance.

Follow-On Sales. After the initial sale to a new customer, we focus on expanding our relationship with such
customer to sell additional products, subscriptions and services. To grow our revenue, it is important that our
customers make additional purchases of our platform. Sales to our existing customer base can take the form of
incremental sales of appliances, subscriptions and services, either to deploy our platform into additional parts of their
network or to protect additional threat vectors. Our opportunity to expand
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our customer relationships through follow-on sales will increase as we add new customers, broaden our product
portfolio to support more threat vectors, increase network performance and enhance functionality. Follow-on sales
lead to increased revenue over the lifecycle of a customer relationship and can significantly increase the return on our
sales and marketing investments. With some of our most significant customers, we have realized follow-on sales that
were multiples of the value of their initial purchases.

Components of Operating Results

Revenue

We generate revenue from the sales of our products, subscriptions and services. As discussed further in “-Critical
Accounting Policies and Estimates-Revenue Recognition” under “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” in our Form 10-K for our year ended December 31, 2013 filed with the SEC on
March 3, 2014, revenue is recognized when persuasive evidence of an arrangement exists, delivery has occurred, the
fee is fixed or determinable, and collectability is reasonably assured.

Our total revenue consists of the following:

Product revenue. Our product revenue is generated from sales of our appliances. For our Web Threat Prevention, File
Threat Prevention, Forensic Analysis System and Control Management System appliances, we recognize product
revenue at the time of shipment, provided that all other revenue recognition criteria have been met. For our Email
Threat Prevention appliances, we recognize product revenue ratably over the longer of the contractual term of the
subscription service or the estimated period the customer is expected to benefit from the product.

Subscription and services revenue. Subscription and services revenue is generated primarily from our DTI cloud, our
Email Threat Prevention Attachment/URL Engine, and support and maintenance services. Our DTI cloud subscription
is determined as a percentage of the price of the related appliance. The Email Threat Prevention Attachment/URL
Engine is priced on a per-user basis. We recognize revenue from subscriptions and support and maintenance services
over the contract term. Professional services revenue is recognized upon delivery or completion of performance. Our
professional service consists primarily of time and materials based contracts, and the revenue is recognized as costs
are incurred at amounts represented by the agreed-upon billing amounts. Revenue from fixed-price professional
services engagements are recognized under the proportional performance method of accounting.

Cost of Revenue

Our total cost of revenue consists of cost of product revenue and cost of subscription and services revenue. Personnel
costs associated with our operations and global professional services and customer support organizations consist of
salaries, benefits, bonuses and stock-based compensation. Overhead costs consist of certain facilities, depreciation,
benefits, and information technology costs.

Cost of product revenue. Cost of product revenue primarily consists of costs paid to our third-party contract
manufacturers for our appliances and personnel and other costs in our manufacturing operations department. Our cost
of product revenue also includes product testing costs, allocated costs and shipping costs. We expect our cost of
product revenue to increase as our product revenue increases.

Cost of subscription and services revenue. Cost of subscription and services revenue consists of personnel costs for
our global professional services and customer support organizations and related allocated costs to each organization.
We expect our cost of subscription and services revenue to increase as our customer base grows and as we hire
additional professional services personnel.
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Gross margin, or gross profit as a percentage of revenue, has been and will continue to be affected by a variety of
factors, including the average sales price of our products, subscriptions and services, personnel costs, manufacturing
costs, the mix of products sold, and the mix of revenue among products, subscriptions and services. We expect our
gross margin to fluctuate over time depending on the factors described above.

Operating Expenses

Our operating expenses consist of research and development, sales and marketing, and general and administrative
expense. Personnel costs are the most significant component of operating expenses and consist of salaries, benefits,
bonuses and stock-based compensation and, with regard to sales and marketing expense, sales commissions.
Operating expenses also include overhead costs for facilities, I'T and depreciation.
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Research and development. Research and development expense consists primarily of personnel costs and allocated
overhead. Research and development expense also includes prototype related expenses. We expect research and
development expense to continue to increase in absolute dollars as we continue to invest in our research and product
development efforts to enhance our product capabilities, address new threat vectors and access new customer markets,
although such expense may fluctuate as a percentage of total revenue.

Sales and marketing. Sales and marketing expense consists primarily of personnel costs, incentive commission costs
and allocated overhead. We expense commission costs as incurred. Sales and marketing expense also includes costs
for market development programs, promotional and other marketing activities, travel, office equipment, depreciation
of proof-of-concept evaluation units and outside consulting costs. We expect sales and marketing expense to continue
to increase in absolute dollars as we increase the size of our sales and marketing organizations and expand our
international operations, although such expense may fluctuate as a percentage of total revenue.

General and administrative. General and administrative expense consists of personnel costs, professional services and
allocated overhead. General and administrative personnel include our executive, finance, human resources, facilities
and legal organizations. Professional services consist primarily of legal, auditing, accounting and other consulting
costs. We expect general and administrative expense to continue to increase in absolute dollars as we have recently
incurred, and expect to continue to incur, additional general and administrative expenses as we grow our operations as
a public company, including higher legal, corporate insurance, and accounting expenses.

Interest Income

Interest income consists of interest earned on our cash, cash equivalents and investments. We have historically
invested our cash in money-market funds and other short-term, investment-grade securities. We expect interest
income to vary each reporting period depending on our average investment balances during the period, types and mix
of investments and market interest rates.

Interest Expense
Interest expense historically has consisted of interest on our outstanding debt.
Other Expense, Net

Other expense, net consists primarily of the change in fair value of our preferred stock warrant liability. Upon the
completion of our initial public offering, the preferred stock warrant liability was reclassified into stockholders' equity,
at which time it was no longer subject to fair value accounting. Other factors impacting other expense, net include
gains or losses on the disposal of fixed assets, foreign currency re-measurement gains and losses and foreign currency
transaction gains and losses. We expect other expense, net to fluctuate depending on foreign exchange rate
movements.

Provision for (Benefit from) Income Taxes

Provision for (benefit from) income taxes consists primarily of U.S. federal and state income taxes in the United
States and income taxes in certain foreign jurisdictions in which we conduct business. Income in certain countries may
be taxed at statutory tax rates that are lower than the U.S. statutory tax rate. As a result, our overall effective tax rate
over the long term may be lower than the U.S. federal statutory tax rate through changes in international procurement
and sales operations.
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Results of Operations
The following table summarizes our results of operations for the periods presented and as a percentage of our total
revenue for those periods. The period-to-period comparison of results is not necessarily indicative of results for future

periods.
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Three Months Ended March 31,
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