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Financial Highlights

* 2017 GAAP EPS included a $52M restructuring charge and a $26M 

net charge associated with US tax reform.

# 2017 Non-GAAP EPS includes a short-term margin headwind from 

acquisitions of SOASTA and Nominum.

*$100 invested on 12/31/12 in stock or index, including reinvestment of dividends. Fiscal year ending December 31.

Copyright© 2018 Standard & Poor’s, a division of S&P Global. All rights reserved.
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Forward-Looking Statements

This annual report on Form 10-K contains “forward-looking statements” within the meaning of the Private Securities 
Litigation Reform Act of 1995. These statements are subject to risks and uncertainties and are based on the beliefs and 
assumptions of our management as of the date hereof based on information currently available to our management. Use of 
words such as “believes,” “expects,” “anticipates,” “intends,” “plans,” “estimates,” “should,” “forecasts,” “if,” 
“continues,” “goal,” “likely” or similar expressions indicates a forward-looking statement. Forward-looking statements are 
not guarantees of future performance and involve risks, uncertainties and assumptions. Actual results may differ materially 
from the forward-looking statements we make. See “Risk Factors” elsewhere in this Annual Report on Form 10-K for a 
discussion of certain risks associated with our business. We disclaim any obligation to update any forward-looking statements 
as a result of new information, future events or otherwise

PART I

Item 1. Business

Our Strategy – Addressing the Needs of our Customers in the Internet Age

What our customers want to do:

What makes it difficult to achieve those goals:



How Akamai helps:

Our Solutions

Performance and Security Solutions

Web and Mobile Performance Solutions

•   

•  



• 

Cloud Security Solutions

 

•  

Enterprise Security Solutions



•  

• 

Media and Network Operator Solutions

Network Operator Solutions

• 

Media Delivery Solutions

• 



• 

• 

• 

Services and Support Solutions

Our Technology and Network

Research and Development



Industry Segment and Geographic Information

Customers

Sales, Service and Marketing



Competition

Proprietary Rights and Licensing

Employees



Additional Information

Item 1A.  Risk Factors

If we do not continue to innovate, make sound investments that bring positive returns, and develop profitable products and 
solutions that are attractive to existing and potential customers, our operating results may suffer.

Slower traffic growth on our network and numerous other factors could cause our revenue growth rate to slow and 
profitability to decline.



If we are unable to compete effectively, our business will be adversely affected. 



We may be unable to replace lost revenue due to customer cancellations, renewals at lower rates or other less favorable 
terms.

Security breaches and attacks on our platform could lead to significant costs and disruptions that could harm our business, 
financial results and reputation.



We may have insufficient transmission and co-location space, which could result in disruptions to our services and loss of 
revenue.

Acquisitions and other strategic transactions we complete could result in operating difficulties, dilution, diversion of 
management attention and other harmful consequences that may adversely impact our business and results of operations.

The information technology industry and the markets in which we compete are constantly evolving, which makes our 
future business strategies, practices and results difficult to predict.



Our operating results can be impacted by the actions and business life cycles of a small number of large customers.

Our failure to effectively manage our operations as our business evolves could harm us.

Our restructuring and reorganization activities may be disruptive to our operations and harm our business.

If we are unable to retain our key employees and hire and retain qualified sales, technical, marketing and support 
personnel, our ability to compete could be harmed.



Our stock price has been, and may continue to be, volatile, and your investment could lose value.

Actions of activist stockholders could be distracting to us, cause us to incur significant expenses and impact the trading 
value of our common stock.
  

We face risks associated with global operations that could harm our business.



Defects or disruptions in our services could diminish demand for our solutions or subject us to substantial liability. 



Government regulation is evolving, and unfavorable changes could harm our business.

Increasing regulatory focus on privacy issues and expanding laws and regulations could expose us to increased liability.

We may need to defend against patent or copyright infringement claims, which would cause us to incur substantial costs or 
limit our ability to use certain technologies in the future.



Our business will be adversely affected if we are unable to protect our intellectual property rights from unauthorized use or 
infringement by third parties.

We rely on certain “open-source” software the use of which could result in our having to distribute our proprietary 
software, including our source code, to third parties on unfavorable terms, which could materially affect our business. 

We may be unsuccessful at developing and maintaining strategic relationships with third parties that expand our 
distribution channels and increase revenue, which could significantly limit our long-term growth.

If the accounting estimates we make, and the assumptions on which we rely, in preparing our financial statements prove 
inaccurate, our actual results may be adversely affected.



We may have exposure to greater-than-anticipated tax liabilities. 

If we fail to maintain an effective system of internal controls, we may not be able to accurately report our financial results 
or prevent fraud. As a result, our stockholders could lose confidence in our financial reporting, which could harm our 
business and the trading price of our common stock. 

Any failure to meet our debt obligations would damage our business.

Fluctuations in foreign currency exchange rates affect our operating results in U.S. dollar terms.



We may issue additional shares of our common stock or instruments convertible into shares of our common stock and 
thereby materially and adversely affect the market price of our common stock.

Our sales to government clients subject us to risks including early termination, audits, investigations, sanctions and 
penalties. 

Litigation may adversely impact our business.

General global market and economic conditions may have an adverse impact on our operating performance, results of 
operations and cash flows.



Global climate change and natural resource conservation regulations could adversely impact our business.

Because we currently do not intend to pay dividends, stockholders will benefit from an investment in our common stock 
only if it appreciates in value.

Provisions of our charter, by-laws and Delaware law may have anti-takeover effects that could prevent a change in control 
even if the change in control would be beneficial to our stockholders.

Item 1B. Unresolved Staff Comments

Item 2. Properties



Item 3. Legal Proceedings

Item 4. Mine Safety Disclosures

PART II

Item 5. Market For Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity 
Securities



Issuer Purchases of Equity Securities

Item 6. Selected Financial Data



Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

This Management’s Discussion and Analysis of Financial Condition and Results of Operations, or MD&A, should be read 
in conjunction with our consolidated financial statements and notes thereto that appear elsewhere in this annual report on 
Form 10-K. See “Risk Factors” elsewhere in this annual report on Form 10-K for a discussion of certain risks associated with 
our business. The following discussion contains forward-looking statements. The forward-looking statements do not include the 
potential impact of any mergers, acquisitions, divestitures or other events that may be announced after the date hereof.

Overview

Revenue



Expenses



Results of Operations

Revenue





Cost of Revenue

As a percentage of revenue 35.0% 34.6% 34.6% 33.0%



Research and Development Expenses

As a percentage of revenue 8.9% 7.2% 7.2% 6.8%



Sales and Marketing Expenses

As a percentage of revenue 19.7% 18.2% 18.2% 20.1%



General and Administrative Expenses

As a percentage of revenue 20.3% 18.8% 18.8% 17.7%

As a percentage of revenue 8.1% 8.1% 8.1% 7.3%

As a percentage of revenue 11.9% 10.9% 10.9% 10.1%

As a percentage of revenue 20.3% 18.8% 18.8% 17.7%



Amortization of Acquired Intangible Assets

(in thousands)

As a percentage of revenue 1.2% 1.1% 1.1% 1.2%

Restructuring Charges

(in thousands)

As a percentage of revenue 2.2% 0.4% 0.4% —%



Non-Operating Income (Expense)

(in thousands)

As a percentage of revenue 0.7 % 0.6 % 0.6 % 0.5 %

As a percentage of revenue (0.8)% (0.8)% (0.8)% (0.8)%

As a percentage of revenue — % 0.2 % 0.2 % (0.1)%

Provision for Income Taxes

(in thousands)

As a percentage of revenue 3.9% 6.1% 6.1% 6.2%
Effective income tax rate 30.9% 31.2% 31.2% 29.6%



Non-GAAP Financial Measures

Amortization of acquired intangible assets 

• Stock-based compensation and amortization of capitalized stock-based compensation



Acquisition-related costs 

• Restructuring charges

Amortization of debt discount and issuance costs and amortization of capitalized interest expense 

Gains and losses on investments 

Legal matter costs 

Income tax effect of non-GAAP adjustments and certain discrete tax items







Impact of Foreign Currency Exchange Rates

Liquidity and Capital Resources



Cash Provided by Operating Activities

(in thousands)

Cash Used in Investing Activities

(in thousands)



Cash Used in Financing Activities

(in thousands)

Convertible Senior Notes

Liquidity Outlook



Contractual Obligations, Contingent Liabilities and Commercial Commitments

Letters of Credit

Off-Balance Sheet Arrangements

Legal Matters

Significant Accounting Policies and Estimates



Application of Critical Accounting Policies and Estimates

Overview

Definitions

Review of Critical Accounting Policies and Estimates

Revenue Recognition



Accounts Receivable and Related Reserves



Valuation and Impairment of Marketable Securities

Impairment and Useful Lives of Long-Lived Assets

Goodwill and Acquired Intangible Assets

Income Taxes



 
 

Accounting for Stock-Based Compensation



Capitalized Internal-Use Software Costs

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

Foreign Currency Risk

Transaction Exposure

Translation Exposure

Credit Risk



Item 8. Financial Statements and Supplementary Data

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Opinions on the Financial Statements and Internal Control over Financial Reporting

Internal Control - Integrated Framework

Internal Control - Integrated Framework

Change in Accounting Principle

Basis for Opinions

Definition and Limitations of Internal Control over Financial Reporting





AKAMAI TECHNOLOGIES, INC.
CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

ASSETS

LIABILITIES AND STOCKHOLDERS’ EQUITY

The accompanying notes are an integral part of the consolidated financial statements.



AKAMAI TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF INCOME

(in thousands, except per share data)

The accompanying notes are an integral part of the consolidated financial statements.



AKAMAI TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(in thousands)

The accompanying notes are an integral part of the consolidated financial statements.



AKAMAI TECHNOLOGIES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

The accompanying notes are an integral part of the consolidated financial statements.
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AKAMAI TECHNOLOGIES, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Nature of Business and Basis of Presentation

2. Summary of Significant Accounting Policies

Use of Estimates

Cash, Cash Equivalents and Marketable Securities



Accounts Receivable and Related Reserves

Concentrations of Credit Risk

Fair Value of Financial Measurements

Property and Equipment



Goodwill, Acquired Intangible Assets and Long-Lived Assets

Revenue Recognition



Cost of Revenue

Research and Development Costs and Capitalized Internal-Use Software



Accounting for Stock-Based Compensation

Foreign Currency Translation and Forward Currency Contracts

Taxes



Newly-Adopted Accounting Pronouncements

Share-Based Payments

Recent Accounting Pronouncements

Revenue Recognition



Leases

Credit Losses on Financial Instruments

Intra-Entity Asset Transfers



Business Combinations

3. Fair Value Measurements



Cash Equivalents and Marketable Securities:

Liabilities:

Cash Equivalents and Marketable Securities:

Liabilities:



4. Accounts Receivable



5. Prepaid Expenses and Other Current Assets

6. Property and Equipment



7. Goodwill and Acquired Intangible Assets

8. Business Acquisitions

2017 Acquisitions

Nominum





Soasta



2016 Acquisitions

Concord Systems

Soha

Cyberfend

2015 Acquisitions

Xerocole



Octoshape

Bloxx



9. Accrued Expenses and Other Liabilities

10. Restructuring



11. Convertible Senior Notes



Note Hedge

Warrants

Interest Expense



12. Commitments and Contingencies

Operating Lease Commitments

Purchase Commitments



Legal Matters

Indemnification

13. Stockholders’ Equity

Stock Repurchase Program



14. Accumulated Other Comprehensive Loss

15. Employee Benefit Plan

16. Stock-Based Compensation

Equity Plans



Stock-Based Compensation Expense



Stock Options

Deferred Stock Units



Restricted Stock Units



17. Income Taxes





18. Net Income per Share



19. Segment and Geographic Information



20. Quarterly Financial Results (unaudited)

(in thousands, except per share data)



Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure

Item 9A. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Management’s Annual Report on Internal Control over Financial Reporting

Internal Control — Integrated Framework 2013



Changes in Internal Control over Financial Reporting

Item 9B. Other Information

PART III

Item 10. Directors, Executive Officers and Corporate Governance

Item 11. Executive Compensation



Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Item 13. Certain Relationships and Related Transactions, and Director Independence

Item 14. Principal Accounting Fees and Services

PART IV

Item 15. Exhibits, Financial Statement Schedules

EXHIBIT INDEX







Item 16. Form 10-K Summary



SIGNATURES



Our Management

EXECUTIVE OFFICERS

Tom Leighton 
Co-Founder and Chief Executive Officer 

Aaron Ahola 
Senior Vice President and  
General Counsel

Jim Benson 
Executive Vice President and  
Chief Financial Officer

Robert Blumofe 
Executive Vice President,  
Platform and General Manager,  
Enterprise Division

James Gemmell 
Executive Vice President and  
Chief Human Resources Officer

Adam Karon 
Executive Vice President & General  
Manager, Media and Carrier Division

Rick McConnell 
President and General Manager,  
Web Division

William Wheaton 
Chief Strategy Officer

BOARD OF DIRECTORS

George Conrades 
Chairman

Pamela Craig 
Director

Monte Ford 
Director

Jill Greenthal 
Director

Daniel Hesse 
Director

Tom Leighton 
Co-Founder and  
Chief Executive Officer

Jonathan Miller 
Director

Paul Sagan 
Director

Frederic Salerno 
Lead Independent Director

Naomi Seligman 
Director

Bernardus Verwaayen 
Director
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