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CALCULATION OF REGISTRATION FEE

Title of Each Class of Securities

To Be Registered

Proposed Maximum

Aggregate Offering Price

Amount of

Registration

Fee(1)
Floating Rate Notes due 2015 $850,000,000 $   109,480
Floating Rate Notes due 2017 $1,000,000,000 $   128,800
Floating Rate Notes due 2019 $500,000,000 $     64,400
1.100% Notes due 2017 $2,400,000,000 $   309,120
2.125% Notes due 2019 $1,750,000,000 $   225,400
2.900% Notes due 2021 $500,000,000 $     64,400
3.625% Notes due 2024 $1,000,000,000 $   128,800
TOTAL $8,000,000,000 $1,030,400

(1) Calculated in accordance with Rule 457(r) of the Securities Act of 1933, as amended.
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Prospectus Supplement

(To Prospectus dated February 24, 2014)

$8,000,000,000

$850,000,000 Floating Rate Notes due 2015

$1,000,000,000 Floating Rate Notes due 2017

$500,000,000 Floating Rate Notes due 2019

$2,400,000,000 1.100% Senior Notes due 2017

$1,750,000,000 2.125% Senior Notes due 2019

$500,000,000 2.900% Senior Notes due 2021

$1,000,000,000 3.625% Senior Notes due 2024

We are offering $850,000,000 of our Floating Rate Notes due 2015 (the �2015 floating rate notes�), $1,000,000,000 of our Floating Rate Notes due 2017 (the �2017
floating rate notes�), $500,000,000 of our Floating Rate Notes due 2019 (the �2019 floating rate notes� and, together with the 2015 floating rate notes and the 2017
floating rate notes, the �floating rate notes�), $2,400,000,000 of our 1.100% Senior Notes due 2017 (the �2017 fixed rate notes�), $1,750,000,000 of our 2.125% Senior
Notes due 2019 (the �2019 fixed rate notes�), $500,000,000 of our 2.900% Senior Notes due 2021 (the �2021 fixed rate notes�) and $1,000,000,000 of our 3.625%
Senior Notes due 2024 (the �2024 fixed rate notes� and, together with the 2017 fixed rate notes, the 2019 fixed rate notes and the 2021 fixed rate notes, the �fixed rate
notes�). We refer to the floating rate notes and the fixed rate notes collectively in this prospectus supplement as the �notes.�

The 2015 floating rate notes will bear interest at a floating rate equal to three-month LIBOR plus 0.05%, the 2017 floating rate notes will bear interest at a floating
rate equal to three-month LIBOR plus 0.28% and the 2019 floating rate notes will bear interest at a floating rate equal to three-month LIBOR plus 0.50%. The
2017 fixed rate notes will bear interest at a rate of 1.100% per annum, the 2019 fixed rate notes will bear interest at a rate of 2.125% per annum, the 2021 fixed
rate notes will bear interest at a rate of 2.900% per annum and the 2024 fixed rate notes will bear interest at a rate of 3.625% per annum. We will pay interest
quarterly on the 2015 floating rate notes and the 2017 floating rate notes on March 3, June 3, September 3 and December 3 of each year, beginning on June 3,
2014. We will pay interest quarterly on the 2019 floating rate notes on March 1, June 1, September 1 and December 1 of each year, beginning on June 1, 2014. We
will pay interest semiannually on the 2017 fixed rate notes on March 3 and September 3 of each year, beginning on September 3, 2014. We will pay interest
semiannually on the 2019 fixed rate notes on March 1 and September 1 of each year, beginning on September 1, 2014. We will pay interest semiannually on the
2021 fixed rate notes and the 2024 fixed rate notes on March 4 and September 4 of each year, beginning on September 4, 2014. Interest on the notes will accrue
from March 3, 2014. The 2015 floating rate notes will mature on September 3, 2015, the 2017 floating rate notes and the 2017 fixed rate notes will mature on
March 3, 2017, the 2019 floating rate notes and the 2019 fixed rate notes will mature on March 1, 2019, the 2021 fixed rate notes will mature on March 4, 2021
and the 2024 fixed rate notes will mature on March 4, 2024.

We may redeem some or all of the fixed rate notes of any series at any time or from time to time at the make-whole premium redemption price set forth under the
heading �Description of Notes�Optional Redemption� in this prospectus supplement. The floating rate notes will not be redeemable.
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The notes will be our senior unsecured obligations and will rank equally with our other senior unsecured indebtedness. The notes will not be listed on any
securities exchange.

Investing in these securities involves certain risks. See �Risk Factors� beginning on page S-7 of this prospectus supplement.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the notes or determined that this prospectus
supplement or the accompanying prospectus is accurate or complete. Any representation to the contrary is a criminal offense.

Price to
public(1)

Underwriting

discounts

Proceeds to Cisco

Systems, Inc. before

expenses(1)
$850,000,000 Floating Rate Notes due 2015 100.000% 0.100% 99.900% 
Total $ 850,000,000 $ 850,000 $ 849,150,000
$1,000,000,000 Floating Rate Notes due 2017 100.000% 0.150% 99.850% 
Total $ 1,000,000,000 $ 1,500,000 $ 998,500,000
$500,000,000 Floating Rate Notes due 2019 100.000% 0.250% 99.750% 
Total $ 500,000,000 $ 1,250,000 $ 498,750,000
$2,400,000,000 1.100% Senior Notes due 2017 99.994% 0.150% 99.844% 
Total $ 2,399,856,000 $ 3,600,000 $ 2,396,256,000
$1,750,000,000 2.125% Senior Notes due 2019 99.929% 0.250% 99.679% 
Total $ 1,748,757,500 $ 4,375,000 $ 1,744,382,500
$500,000,000 2.900% Senior Notes due 2021 99.818% 0.300% 99.518% 
Total $ 499,090,000 $ 1,500,000 $ 497,590,000
$1,000,000,000 3.625% Senior Notes due 2024 99.925% 0.400% 99.525% 
Total $ 999,250,000 $ 4,000,000 $ 995,250,000
(1) Plus accrued interest, if any, from March 3, 2014.

The underwriters expect to deliver the notes to investors through the book-entry delivery system of The Depository Trust Company for the accounts of its
participants, including Clearstream, Luxembourg and the Euroclear System, on or about March 3, 2014, which is the fifth business day following the date of this
prospectus supplement. Purchasers of the notes should note that trading of the notes may be affected by this settlement date.

Joint Book-Running Managers

BofA Merrill Lynch Barclays Deutsche Bank J.P. Morgan

Citigroup HSBC Wells Fargo Securities

Co-Managers

BB&T Capital Markets BNP PARIBAS Credit Suisse
Goldman, Sachs & Co. Morgan Stanley RBS

February 24, 2014
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We have not, and the underwriters have not, authorized anyone to provide you any information other than that contained in this
prospectus supplement, the accompanying prospectus or in any free writing prospectus prepared by or on behalf of us or to which we
have referred you. Neither we nor the underwriters take any responsibility for, or can provide any assurance as to the reliability of, any
other information that others may give you. If information in this prospectus supplement is inconsistent with the accompanying
prospectus, you should rely on the prospectus supplement. We are not, and the underwriters are not, making an offer of these securities
in any jurisdiction where the offer or sale is not permitted. You should not assume that the information provided in this prospectus
supplement, the accompanying prospectus or the documents incorporated by reference in this prospectus supplement or in the
accompanying prospectus is accurate as of any date other than their respective dates. Our business, financial condition, results of
operations and prospects may have changed since those dates.
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WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. Our SEC filings are available to the public
from the SEC�s web site at http://www.sec.gov. You may also read and copy any document we file at the SEC�s public reference room in
Washington, D.C. located at 100 F Street, N.E., Room 1580, Washington, D.C. 20549. You may also obtain copies of any document we file at
prescribed rates by writing to the Public Reference Section of the SEC at that address. Please call the SEC at 1-800-SEC-0330 for further
information on the public reference room. Information about us, including our SEC filings, is also available on our website at
http://www.cisco.com; however, the information contained on, or accessible through, our website is not a part of this prospectus supplement or
the accompanying prospectus.

INFORMATION INCORPORATED BY REFERENCE

The SEC allows us to �incorporate by reference� in this prospectus supplement the information in other documents that we file with it, which
means that we can disclose important information to you by referring you to those documents. The information incorporated by reference is
considered to be a part of this prospectus supplement, and information in documents that we file later with the SEC will automatically update
and supersede information contained in documents filed earlier with the SEC or contained in this prospectus supplement. We incorporate by
reference in this prospectus supplement the documents listed below and any future filings that we may make with the SEC under Sections 13(a),
13(c), 14, or 15(d) of the Securities Exchange Act of 1934, as amended, prior to the termination of the offering under this prospectus
supplement:

� Annual Report on Form 10-K for the year ended July 27, 2013;

� Quarterly Report on Form 10-Q for the quarter ended October 26, 2013;

� Quarterly Report on Form 10-Q for the quarter ended January 25, 2014; and

� Current Reports on Form 8-K filed on August 15, 2013, November 20, 2013, December 4, 2013 and December 23, 2013.

Notwithstanding the foregoing, we are not incorporating any document or information deemed to have been furnished and not filed in
accordance with SEC rules. You may obtain a copy of any or all of the documents referred to above which may have been or may be
incorporated by reference into this prospectus supplement (excluding certain exhibits to the documents) at no cost to you by writing or
telephoning us at the following address:

Cisco Systems, Inc.

170 West Tasman Drive

San Jose, California 95134-1706

Attn: Investor Relations
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SUMMARY

The Company

We design, manufacture, and sell Internet Protocol (IP) based networking and other products related to the communications and information
technology (IT) industry and provide services associated with these products and their use. We provide a broad line of products for transporting
data, voice, and video within buildings, across campuses, and around the world. Our products are designed to transform how people connect,
communicate, and collaborate. Our products are utilized at enterprise businesses, public institutions, telecommunications companies and other
service providers, commercial businesses, and personal residences.

We conduct our business globally and manage our business by geography. Our business is organized into the following three geographic
segments: The Americas; Europe, Middle East, and Africa; and Asia Pacific, Japan, and China.

As part of our business focus on the network as the platform for all forms of communications and IT, our products and services are designed to
help our customers use technology to address their business imperatives and opportunities-improving productivity and user experience, reducing
costs, and gaining a competitive advantage-and to help them connect more effectively with their key stakeholders, including their customers,
prospects, business partners, suppliers, and employees. We deliver networking products and solutions designed to simplify and secure customers�
network infrastructures. We also deliver products and solutions that leverage the network to most effectively address market transitions and
customer requirements-including in recent periods, virtualization, cloud, collaboration, and video. We believe that integrating multiple network
services into and across our products helps our customers reduce their operational complexity, increase their agility, and reduce their total cost of
network ownership. Our products and technologies are grouped into the following categories: Switching; Next-Generation Network Routing;
Service Provider Video; Collaboration; Wireless; Data Center; Security; and Other Products.

Address and Telephone Number

The mailing address of our principal executive offices is 170 West Tasman Drive, San Jose, California 95134-1706, and our telephone number at
that location is (408) 526-4000.

S-2
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The Offering

Issuer Cisco Systems, Inc.

Notes Offered $850,000,000 aggregate principal amount of 2015 floating rate notes, $1,000,000,000
aggregate principal amount of 2017 floating rate notes, $500,000,000 aggregate principal
amount of 2019 floating rate notes, $2,400,000,000 aggregate principal amount of 2017
fixed rate notes, $1,750,000,000 aggregate principal amount of 2019 fixed rate notes,
$500,000,000 aggregate principal amount of 2021 fixed rate notes and
$1,000,000,000 aggregate principal amount of 2024 fixed rate notes.

Maturity The 2015 floating rate notes will mature on September 3, 2015, the 2017 floating rate
notes and the 2017 fixed rate notes will mature on March 3, 2017, the 2019 floating rate
notes and the 2019 fixed rate notes will mature on March 1, 2019, the 2021 fixed rate
notes will mature on March 4, 2021 and the 2024 fixed rate notes will mature on
March 4, 2024.

Interest Rates The 2015 floating rate notes will bear interest from March 3, 2014 at a floating rate equal
to three-month LIBOR plus 0.05%, payable quarterly, the 2017 floating rate notes will
bear interest from March 3, 2014 at a floating rate equal to three-month LIBOR plus
0.28%, payable quarterly, the 2019 floating rate notes will bear interest from March 3,
2014 at a floating rate equal to three-month LIBOR plus 0.50%, payable quarterly, the
2017 fixed rate notes will bear interest from March 3, 2014 at the rate of 1.100% per
annum, payable semiannually, the 2019 fixed rate notes will bear interest from March 3,
2014 at the rate of 2.125% per annum, payable semiannually, the 2021 fixed rate notes
will bear interest from March 3, 2014 at a rate of 2.900%, payable semiannually and the
2024 fixed rate notes will bear interest from March 3, 2014 at the rate of 3.625% per
annum, payable semiannually.

Interest Payment Dates We will pay interest quarterly on the 2015 floating rate notes and the 2017 floating rate
notes on March 3, June 3, September 3 and December 3 of each year, beginning on
June 3, 2014. We will pay interest quarterly on the 2019 floating rate notes on March 1,
June 1, September 1 and December 1 of each year, beginning on June 1, 2014. We will
pay interest semiannually on the 2017 fixed rate notes on March 3 and September 3 of
each year, beginning on September 3, 2014. We will pay interest semiannually on the
2019 fixed rate notes on March 1 and September 1 of each year, beginning on
September 1, 2014. We will pay interest semiannually on the 2021 fixed rate notes and
the 2024 fixed rate notes on March 4 and September 4 of each year, beginning on
September 4, 2014.

S-3
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Ranking The notes are unsecured and will rank equally in right of payment with all of our other
existing and future senior unsecured indebtedness.

The notes will effectively rank junior to all liabilities of our subsidiaries. As of January
25, 2014, our subsidiaries had approximately $5.1 billion of outstanding liabilities,
including trade payables but excluding intercompany liabilities and deferred revenue.

Optional Redemption We may redeem the fixed rate notes, in whole or in part, at any time at the applicable
make-whole premium redemption price described under the heading �Description of
Notes�Optional Redemption� in this prospectus supplement. The floating rate notes will not
be redeemable.

Certain Covenants The indenture governing the notes contains covenants limiting our ability and our
wholly-owned subsidiaries� ability to:

�create certain liens and enter into sale and lease-back transactions; and

�consolidate or merge with, or sell substantially all our assets to, another person.

You should read �Description of Debt Securities�Covenants� in the accompanying
prospectus for a description of these covenants. Exceptions to these covenants will allow
us and our subsidiaries to create, grant or incur liens or security interests with respect to
our headquarters and certain material facilities.

Use of Proceeds We intend to use the net proceeds of this offering for general corporate purposes,
including (i) to repay $3.75 billion aggregate principal amount of our outstanding senior
unsecured notes that mature in 2014 and (ii) to return capital to shareholders pursuant to
our previously-announced capital allocation strategy through the repurchase of shares of
our common stock and the payment of cash dividends. See �Use of Proceeds.�

Risk Factors See �Risk Factors� beginning on page S-7 of this prospectus supplement for important
information regarding us and an investment in the notes.

Further Issuances We may create and issue additional notes of any series ranking equally with the notes of
the corresponding series (other than the payment of interest accruing prior to the issue
date of such additional notes or except, in some cases, for the first payment of interest
following the issue date of such additional notes). Such notes may be consolidated and
form a single series with the notes of the corresponding series; provided that if such
additional notes are not fungible with the notes of the applicable series offered hereby for
U.S. federal income tax purposes, such additional notes will have one or more separate
CUSIP numbers.

Governing Law New York law will govern the indenture and the notes.

Edgar Filing: CISCO SYSTEMS, INC. - Form 424B2

Table of Contents 9



S-4

Edgar Filing: CISCO SYSTEMS, INC. - Form 424B2

Table of Contents 10



Table of Contents

Summary Consolidated Financial Data

The following summary consolidated financial data should be read in conjunction with �Management�s Discussion and Analysis of Financial
Condition and Results of Operations� and the Consolidated Financial Statements included in our Quarterly Report on Form 10-Q for the period
ended January 25, 2014 and in conjunction with �Management�s Discussion and Analysis of Financial Condition and Results of Operations� and
the Consolidated Financial Statements included in our Annual Report on Form 10-K for the year ended July 27, 2013, all incorporated by
reference in this prospectus supplement and the accompanying prospectus. The summary consolidated financial data for the years ended July 27,
2013, July 28, 2012 and July 30, 2011 are derived from our audited financial statements incorporated by reference in this prospectus supplement
and the accompanying prospectus from our Annual Report on Form 10-K for the year ended July 27, 2013. The summary consolidated financial
data for the six months ended January 25, 2014 and January 26, 2013, and as of January 25, 2014, are derived from our unaudited financial
statements incorporated by reference in this prospectus supplement and the accompanying prospectus from our Quarterly Report on Form 10-Q
for the period ended January 25, 2014.

Fiscal Year Ended Six Months Ended
July 27,
2013

July 28,
2012

July 30,
2011

January 25,
2014

January 26,
2013

(in millions, except per-share amounts)
Consolidated Statements of Operations Data:
Revenue:
Product $ 38,029 $ 36,326 $ 34,526 $ 17,820 $ 18,734
Service 10,578 9,735 8,692 5,420 5,240

Total revenue 48,607 46,061 43,218 23,240 23,974

Cost of sales:
Product 15,541 14,505 13,647 8,070 7,605
Service 3,626 3,347 3,035 1,812 1,787

Total cost of sales 19,167 17,852 16,682 9,882 9,392

Gross margin 29,440 28,209 26,536 13,358 14,582

Operating expenses:
Research and development 5,942 5,488 5,823 3,136 2,883
Sales and marketing 9,538 9,647 9,812 4,688 4,803
General and administrative 2,264 2,322 1,908 966 1,144
Amortization of purchased intangible assets 395 383 520 136 240
Restructuring and other charges 105 304 799 310 72

Total operating expenses 18,244 18,144 18,862 9,236 9,142

Operating income 11,196 10,065 7,674 4,122 5,440
Interest income 654 650 641 338 321
Interest expense (583) (596) (628) (276) (295) 
Other income (loss), net (40) 40 138 111 (55) 

Interest and other income (loss), net 31 94 151 173 (29) 

Income before provision for income taxes 11,227 10,159 7,825 4,295 5,411
Provision for income taxes 1,244 2,118 1,335 870 176

Net income $ 9,983 $ 8,041 $ 6,490 $ 3,425 $ 5,235
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Net income per share:
Basic $ 1.87 $ 1.50 $ 1.17 $ 0.64 $ 0.99

Diluted $ 1.86 $ 1.49 $ 1.17 $ 0.64 $ 0.98

Shares used in per share calculation�basic 5,329 5,370 5,529 5,336 5,310

Shares used in per share calculation�diluted 5,380 5,404 5,563 5,383 5,344

Cash dividends declared per common share $ 0.62 $ 0.28 $ 0.12 $ 0.34 $ 0.28

S-5
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January 25,
2014
Actual

Consolidated Balance Sheet Data (in millions):
Cash and cash equivalents $ 5,339
Investments $ 41,726
Working capital $ 37,745
Total assets $ 98,427
Current liabilities $ 22,944
Long-term obligations $ 19,399
Total equity(1) $ 56,084

(1) Includes noncontrolling interests of $15 million.

Ratio of Earnings to Fixed Charges

The following table contains our ratio of earnings to fixed charges for the periods indicated.

Six months

ended

January 25, 2014

Fiscal year ended

July 27, 2013 July 28, 2012 July 30, 2011 July 31, 2010 July 25, 2009
14x 17x 15x 11x 14x 18x

For purposes of determining the ratio of earnings to fixed charges, �earnings� represent our income before provision for income taxes, plus (i) our
share of losses attributable to our equity method investment in VCE Company, LLC, and (ii) our fixed charges. �Fixed charges� represent interest
expense plus an estimate of the interest within rental expense.

S-6
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RISK FACTORS

Set forth below are risks and uncertainties that could cause our actual results to differ materially from the results contemplated by the
forward-looking statements contained in this prospectus supplement, the accompanying prospectus and the documents incorporated by reference
herein and therein.

Risks Related to Our Business

Our operating results may fluctuate in future periods, which may adversely affect our stock price.

Our operating results have been in the past, and will continue to be, subject to quarterly and annual fluctuations as a result of numerous factors,
some of which may contribute to more pronounced fluctuations in an uncertain global economic environment. These factors include:

� Fluctuations in demand for our products and services, especially with respect to telecommunications service providers and
Internet businesses, in part due to changes in the global economic environment

� Changes in sales and implementation cycles for our products and reduced visibility into our customers� spending plans and
associated revenue

� Our ability to maintain appropriate inventory levels and purchase commitments

� Price and product competition in the communications and networking industries, which can change rapidly due to technological
innovation and different business models from various geographic regions

� The overall movement toward industry consolidation among both our competitors and our customers

� The introduction and market acceptance of new technologies and products and our success in new and evolving markets,
including in our newer product categories such as data center and collaboration and in emerging technologies, as well as the
adoption of new standards

� New business models for our offerings, such as other-as-a-service (�XaaS�), where costs are borne up front while revenue is
recognized over time

� Variations in sales channels, product costs, or mix of products sold

� The timing, size, and mix of orders from customers
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� Manufacturing and customer lead times

� Fluctuations in our gross margins, and the factors that contribute to such fluctuations, as described below

� The ability of our customers, channel partners, contract manufacturers and suppliers to obtain financing or to fund capital
expenditures, especially during a period of global credit market disruption or in the event of customer, channel partner, contract
manufacturer or supplier financial problems

� Share-based compensation expense

� Actual events, circumstances, outcomes, and amounts differing from judgments, assumptions, and estimates used in determining
the values of certain assets (including the amounts of related valuation allowances), liabilities, and other items reflected in our
Consolidated Financial Statements

� How well we execute on our strategy and operating plans and the impact of changes in our business model that could result in
significant restructuring charges

� Our ability to achieve targeted cost reductions

� Benefits anticipated from our investments in engineering, sales and manufacturing activities

� Changes in tax laws or accounting rules, or interpretations thereof

S-7
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As a consequence, operating results for a particular future period are difficult to predict, and, therefore, prior results are not necessarily
indicative of results to be expected in future periods. Any of the foregoing factors, or any other factors discussed elsewhere herein, could have a
material adverse effect on our business, results of operations, and financial condition that could adversely affect our stock price.

Our operating results may be adversely affected by unfavorable economic and market conditions and the uncertain geopolitical
environment.

Challenging economic conditions worldwide have from time to time contributed, and may continue to contribute, to slowdowns in the
communications and networking industries at large, as well as in specific segments and markets in which we operate, resulting in:

� Reduced demand for our products as a result of continued constraints on IT-related capital spending by our customers,
particularly service providers, and other customer markets as well

� Increased price competition for our products, not only from our competitors but also as a consequence of customers disposing of
unutilized products

� Risk of excess and obsolete inventories

� Risk of supply constraints

� Risk of excess facilities and manufacturing capacity

� Higher overhead costs as a percentage of revenue and higher interest expense

The global macroeconomic environment and recovery from the downturn has been challenging and inconsistent. Instability in the global credit
markets, the impact of uncertainty regarding the U.S. federal budget including the effect of the recent sequestration, tapering of bond purchases
by the U.S. Federal Reserve, the instability in the geopolitical environment in many parts of the world and other disruptions may continue to put
pressure on global economic conditions. If global economic and market conditions, or economic conditions in key markets, remain uncertain or
deteriorate further, we may experience material impacts on our business, operating results, and financial condition.

Our operating results in one or more segments may also be affected by uncertain or changing economic conditions particularly germane to that
segment or to particular customer markets within that segment. For example, during fiscal 2011 we experienced a decrease in spending by our
public sector customers in almost every developed market around the world, and we continue to see decreases in spending within certain
categories of our public sector customer market.

We have been investing in priorities, including our foundational priorities, and if the return on these investments is lower or develops
more slowly than we expect, our operating results may be harmed.
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We have been realigning and are dedicating resources to focus on certain priorities, such as leadership in our core routing, switching and
services, including security and mobility solutions; collaboration; data center virtualization and cloud; video; and architectures for business
transformation. However, the return on our investments in such priorities may be lower, or may develop more slowly, than we expect. If we do
not achieve the benefits anticipated from these investments (including if our selection of areas for investment does not play out as we expect), or
if the achievement of these benefits is delayed, our operating results may be adversely affected.

Our revenue for a particular period is difficult to predict, and a shortfall in revenue may harm our operating results.

As a result of a variety of factors discussed in our Annual Report on Form 10-K for the year ended July 27, 2013 and our Quarterly Report on
Form 10-Q for the period ended January 25, 2014, our revenue for a

S-8
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particular quarter is difficult to predict, especially in light of a challenging and inconsistent global macroeconomic environment and related
market uncertainty.

Our revenue may grow at a slower rate than in past periods, as it did in the first quarter of 2014, or may decline, as it did in the second quarter of
fiscal 2014 on a year-over-year basis. Our ability to meet financial expectations could also be adversely affected if the nonlinear sales pattern
seen in some of our past quarters recurs in future periods. We have experienced periods of time during which shipments have exceeded net
bookings or manufacturing issues have delayed shipments, leading to nonlinearity in shipping patterns. In addition to making it difficult to
predict revenue for a particular period, nonlinearity in shipping can increase costs, because irregular shipment patterns result in periods of
underutilized capacity and periods in which overtime expenses may be incurred, as well as in potential additional inventory management-related
costs. In addition, to the extent that manufacturing issues and any related component shortages result in delayed shipments in the future, and
particularly in periods in which our contract manufacturers are operating at higher levels of capacity, it is possible that revenue for a quarter
could be adversely affected if such matters occur and are not remediated within the same quarter.

The timing of large orders can also have a significant effect on our business and operating results from quarter to quarter, primarily in the United
States and in emerging countries. From time to time, we receive large orders that have a significant effect on our operating results in the period
in which the order is recognized as revenue. The timing of such orders is difficult to predict, and the timing of revenue recognition from such
orders may affect period to period changes in revenue. As a result, our operating results could vary materially from quarter to quarter based on
the receipt of such orders and their ultimate recognition as revenue.

Inventory management remains an area of focus. We have experienced longer than normal manufacturing lead times in the past which have
caused some customers to place the same order multiple times within our various sales channels and to cancel the duplicative orders upon receipt
of the product, or to place orders with other vendors with shorter manufacturing lead times. Such multiple ordering (along with other factors) or
risk of order cancellation may cause difficulty in predicting our revenue and, as a result, could impair our ability to manage parts inventory
effectively. In addition, our efforts to improve manufacturing lead-time performance may result in corresponding reductions in order backlog. A
decline in backlog levels could result in more variability and less predictability in our quarter-to-quarter revenue and operating results. In
addition, when facing component supply-related challenges, we have increased our efforts in procuring components in order to meet customer
expectations which in turn contribute to an increase in purchase commitments. Increases in our purchase commitments to shorten lead times
could also lead to excess and obsolete inventory charges if the demand for our products is less than our expectations.

We plan our operating expense levels based primarily on forecasted revenue levels. These expenses and the impact of long-term commitments
are relatively fixed in the short term. A shortfall in revenue could lead to operating results being below expectations because we may not be able
to quickly reduce these fixed expenses in response to short-term business changes.

Any of the above factors could have a material adverse impact on our operations and financial results.

We expect gross margin to vary over time, and our level of product gross margin may not be sustainable.

Our level of product gross margins declined in prior periods, including in the second quarter of fiscal 2014, and may continue to decline and be
adversely affected by numerous factors, including:
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� Changes in customer, geographic, or product mix, including mix of configurations within each product group

� Introduction of new products, including products with price-performance advantages, and new business models for our offerings
such as XaaS
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� Our ability to reduce production costs

� Entry into new markets or growth in lower margin markets, including markets with different pricing and cost structures, through
acquisitions or internal development

� Sales discounts

� Increases in material, labor or other manufacturing-related costs, which could be significant especially during periods of supply
constraints

� Excess inventory and inventory holding charges

� Obsolescence charges

� Changes in shipment volume

� The timing of revenue recognition and revenue deferrals

� Increased cost, loss of cost savings or dilution of savings due to changes in component pricing or charges incurred due to
inventory holding periods if parts ordering does not correctly anticipate product demand or if the financial health of either
contract manufacturers or suppliers deteriorates

� Lower than expected benefits from value engineering

� Increased price competition, including competitors from Asia, especially from China

� Changes in distribution channels

� Increased warranty costs

� Increased amortization of purchased intangible assets, especially from acquisitions

� How well we execute on our strategy and operating plans

Changes in service gross margin may result from various factors such as changes in the mix between technical support services and advanced
services, as well as the timing of technical support service contract initiations and renewals and the addition of personnel and other resources to
support higher levels of service business in future periods.
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Sales to the service provider market are especially volatile, and weakness in sales orders from this industry may harm our operating
results and financial condition.

Sales to the service provider market have been characterized by large and sporadic purchases, especially relating to our router sales and sales of
certain products in our newer product categories such as Data Center, Collaboration, and Service Provider Video, in addition to longer sales
cycles. At various times in the past and in the first half of fiscal 2014, we experienced significant weakness in sales to service providers,
sometimes lasting over certain extended periods of time as market conditions have fluctuated. We expect that this weakness we experienced in
the first half of fiscal 2014 will continue for at least several quarters. Sales activity in this industry depends upon the stage of completion of
expanding network infrastructures; the availability of funding; and the extent to which service providers are affected by regulatory, economic,
and business conditions in the country of operations. Weakness in orders from this industry, including as a result of any slowdown in capital
expenditures by service providers (which may be more prevalent during a global economic downturn or periods of economic uncertainty), could
have a material adverse effect on our business, operating results, and financial condition. Such slowdowns may continue or recur in future
periods. Orders from this industry could decline for many reasons other than the competitiveness of our products and services within their
respective markets. For example, in the past, many of our service provider customers have been materially and adversely affected by slowdowns
in the general economy, by overcapacity, by changes in the service provider market, by regulatory developments, and by constraints on capital
availability, resulting in business failures and substantial reductions in spending and expansion plans. These conditions have materially harmed
our business and operating results in the past, and
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some of these or other conditions in the service provider market could affect our business and operating results in any future period. Finally,
service provider customers typically have longer implementation cycles; require a broader range of services, including design services; demand
that vendors take on a larger share of risks; often require acceptance provisions, which can lead to a delay in revenue recognition; and expect
financing from vendors. All these factors can add further risk to business conducted with service providers.

Disruption of or changes in our distribution model could harm our sales and margins.

If we fail to manage distribution of our products and services properly, or if our distributors� financial condition or operations weaken, our
revenue and gross margins could be adversely affected.

A substantial portion of our products and services is sold through our channel partners, and the remainder is sold through direct sales. Our
channel partners include systems integrators, service providers, other resellers, and distributors. Systems integrators and service providers
typically sell directly to end users and often provide system installation, technical support, professional services, and other support services in
addition to network equipment sales. Systems integrators also typically integrate our products into an overall solution, and a number of service
providers are also systems integrators. Distributors stock inventory and typically sell to systems integrators, service providers, and other
resellers. We refer to sales through distributors as our two-tier system of sales to the end customer. Revenue from distributors is generally
recognized based on a sell-through method using information provided by them. These distributors are generally given business terms that allow
them to return a portion of inventory, receive credits for changes in selling prices, and participate in various cooperative marketing programs. If
sales through indirect channels increase, this may lead to greater difficulty in forecasting the mix of our products and, to a degree, the timing of
orders from our customers.

Historically, we have seen fluctuations in our gross margins based on changes in the balance of our distribution channels. Although variability to
date has not been significant, there can be no assurance that changes in the balance of our distribution model in future periods would not have an
adverse effect on our gross margins and profitability.

Some factors could result in disruption of or changes in our distribution model, which could harm our sales and margins, including the
following:

� We compete with some of our channel partners, including through our direct sales, which may lead these channel partners to use
other suppliers that do not directly sell their own products or otherwise compete with them

� Some of our channel partners may demand that we absorb a greater share of the risks that their customers may ask them to bear

� Some of our channel partners may have insufficient financial resources and may not be able to withstand changes and challenges
in business conditions

� Revenue from indirect sales could suffer if our distributors� financial condition or operations weaken
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In addition, we depend on our channel partners globally to comply with applicable regulatory requirements. To the extent that they fail to do so,
that could have a material adverse effect on our business, operating results, and financial condition. Further, sales of our products outside of
agreed territories can result in disruption to our distribution channels.

The markets in which we compete are intensely competitive, which could adversely affect our achievement of revenue growth.

The markets in which we compete are characterized by rapid change, converging technologies, and a migration to networking and
communications solutions that offer relative advantages. These market factors
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represent a competitive threat to us. We compete with numerous vendors in each product category. The overall number of our competitors
providing niche product solutions may increase. Also, the identity and composition of competitors may change as we increase our activity in
newer product categories such as data center and collaboration and in our priorities. For example, as products related to network
programmability, such as software-defined-networking products, become more prevalent, we expect to face increased competition from
companies who develop networking products based on commoditized hardware, referred to as �white box� hardware, to the extent customers
decide to purchase those product offerings instead of ours. In addition, the growth in demand for technology delivered as a service enables new
competitors to enter the market.

As we continue to expand globally, we may see new competition in different geographic regions. In particular, we have experienced
price-focused competition from competitors in Asia, especially from China, and we anticipate this will continue.

Our competitors include Alcatel-Lucent; Amazon Web Services LLC; Arista Networks, Inc.; ARRIS Group, Inc.; Aruba Networks, Inc.; Avaya
Inc.; Brocade Communications Systems, Inc.; Check Point Software Technologies Ltd.; Citrix Systems, Inc.; Dell Inc.; LM Ericsson Telephone
Company; Extreme Networks, Inc.; F5 Networks, Inc.; FireEye, Inc.; Fortinet, Inc.; Hewlett-Packard Company; Huawei Technologies Co., Ltd.;
International Business Machines Corporation; Juniper Networks, Inc.; Microsoft Corporation; Motorola Solutions, Inc.; Palo Alto Networks,
Inc.; Polycom, Inc.; Riverbed Technology, Inc.; Ruckus Wireless, Inc.; Symantec Corporation; and VMware, Inc.; among others.

Some of these companies compete across many of our product lines, while others are primarily focused in a specific product area. Barriers to
entry are relatively low, and new ventures to create products that do or could compete with our products are regularly formed. In addition, some
of our competitors may have greater resources, including technical and engineering resources, than we do. As we expand into new markets, we
will face competition not only from our existing competitors but also from other competitors, including existing companies with strong
technological, marketing, and sales positions in those markets. We also sometimes face competition from resellers and distributors of our
products. Companies with whom we have strategic alliances in some areas may be competitors in other areas, and in our view this trend may
increase.

For example, the enterprise data center is undergoing a fundamental transformation arising from the convergence of technologies, including
computing, networking, storage, and software, that previously were segregated. Due to several factors, including the availability of highly
scalable and general purpose microprocessors, application-specific integrated circuits offering advanced services, standards based protocols,
cloud computing and virtualization, the convergence of technologies within the enterprise data center is spanning multiple, previously
independent, technology segments. Also, some of our current and potential competitors for enterprise data center business have made
acquisitions, or announced new strategic alliances, designed to position them to provide end-to-end technology solutions for the enterprise data
center. As a result of all of these developments, we face greater competition in the development and sale of enterprise data center technologies,
including competition from entities that are among our long-term strategic alliance partners. Companies that are strategic alliance partners in
some areas of our business may acquire or form alliances with our competitors, thereby reducing their business with us.

The principal competitive factors in the markets in which we presently compete and may compete in the future include:

� The ability to provide a broad range of networking and communications products and services

� Product performance

� Price
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� The ability to introduce new products, including products with price-performance advantages
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� The ability to reduce production costs

� The ability to provide value-added features such as security, reliability, and investment protection

� Conformance to standards

� Market presence

� The ability to provide financing

� Disruptive technology shifts and new business models

We also face competition from customers to which we license or supply technology and suppliers from which we transfer technology. The
inherent nature of networking requires interoperability. As such, we must cooperate and at the same time compete with many companies. Any
inability to effectively manage these complicated relationships with customers, suppliers, and strategic alliance partners could have a material
adverse effect on our business, operating results, and financial condition and accordingly affect our chances of success.

Our inventory management relating to our sales to our two-tier distribution channel is complex, and excess inventory may harm our
gross margins.

We must manage our inventory relating to sales to our distributors effectively, because inventory held by them could affect our results of
operations. Our distributors may increase orders during periods of product shortages, cancel orders if their inventory is too high, or delay orders
in anticipation of new products. They also may adjust their orders in response to the supply of our products and the products of our competitors
that are available to them, and in response to seasonal fluctuations in end-user demand. Revenue to our distributors generally is recognized based
on a sell-through method using information provided by them, and they are generally given business terms that allow them to return a portion of
inventory, receive credits for changes in selling price, and participate in various cooperative marketing programs. Inventory management
remains an area of focus as we balance the need to maintain strategic inventory levels to ensure competitive lead times against the risk of
inventory obsolescence because of rapidly changing technology and customer requirements. When facing component supply-related challenges,
we have increased our efforts in procuring components in order to meet customer expectations. If we ultimately determine that we have excess
inventory, we may have to reduce our prices and write down inventory, which in turn could result in lower gross margins.

Supply chain issues, including financial problems of contract manufacturers or component suppliers, or a shortage of adequate
component supply or manufacturing capacity that increased our costs or caused a delay in our ability to fulfill orders, could have an
adverse impact on our business and operating results, and our failure to estimate customer demand properly may result in excess or
obsolete component supply, which could adversely affect our gross margins.

The fact that we do not own or operate the bulk of our manufacturing facilities and that we are reliant on our extended supply chain could have
an adverse impact on the supply of our products and on our business and operating results:
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� Any financial problems of either contract manufacturers or component suppliers could either limit supply or increase costs

� Reservation of manufacturing capacity at our contract manufacturers by other companies, inside or outside of our industry, could
either limit supply or increase costs

A reduction or interruption in supply; a significant increase in the price of one or more components; a failure to adequately authorize
procurement of inventory by our contract manufacturers; a failure to appropriately cancel, reschedule, or adjust our requirements based on our
business needs; or a decrease in demand for our
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products could materially adversely affect our business, operating results, and financial condition and could materially damage customer
relationships. Furthermore, as a result of binding price or purchase commitments with suppliers, we may be obligated to purchase components at
prices that are higher than those available in the current market. In the event that we become committed to purchase components at prices in
excess of the current market price when the components are actually used, our gross margins could decrease. We have experienced longer than
normal lead times in the past. Although we have generally secured additional supply or taken other mitigation actions when significant
disruptions have occurred, if similar situations occur in the future, they could have a material adverse effect on our business, results of
operations, and financial condition. See the risk factor above entitled �Our revenue for a particular period is difficult to predict, and a shortfall in
revenue may harm our operating results.�

Our growth and ability to meet customer demands depend in part on our ability to obtain timely deliveries of parts from our suppliers and
contract manufacturers. We have experienced component shortages in the past, including shortages caused by manufacturing process issues, that
have affected our operations. We may in the future experience a shortage of certain component parts as a result of our own manufacturing issues,
manufacturing issues at our suppliers or contract manufacturers, capacity problems experienced by our suppliers or contract manufacturers, or
strong demand in the industry for those parts. Growth in the economy is likely to create greater pressures on us and our suppliers to accurately
project overall component demand and component demands within specific product categories and to establish optimal component levels and
manufacturing capacity, especially for labor-intensive components, components for which we purchase a substantial portion of the supply, or
re-ramping manufacturing capacity for highly complex products. During periods of shortages or delays the price of components may increase, or
the components may not be available at all, and we may also encounter shortages if we do not accurately anticipate our needs. We may not be
able to secure enough components at reasonable prices or of acceptable quality to build new products in a timely manner in the quantities or
configurations needed. Accordingly, our revenue and gross margins could suffer until other sources can be developed. Our operating results
would also be adversely affected if, anticipating greater demand than actually develops, we commit to the purchase of more components than we
need, which is more likely to occur in a period of demand uncertainties such as we are currently experiencing. There can be no assurance that we
will not encounter these problems in the future. Although in many cases we use standard parts and components for our products, certain
components are presently available only from a single source or limited sources, and a global economic downturn and related market uncertainty
could negatively impact the availability of components from one or more of these sources, especially during times such as we have recently seen
when there are supplier constraints based on labor and other actions taken during economic downturns. We may not be able to diversify sources
in a timely manner, which could harm our ability to deliver products to customers and seriously impact present and future sales.

We believe that we may be faced with the following challenges in the future:

� New markets in which we participate may grow quickly, which may make it difficult to quickly obtain significant component
capacity

� As we acquire companies and new technologies, we may be dependent, at least initially, on unfamiliar supply chains or
relatively small supply partners

� We face competition for certain components that are supply-constrained, from existing competitors, and companies in other
markets

Manufacturing capacity and component supply constraints could continue to be significant issues for us. We purchase components from a
variety of suppliers and use several contract manufacturers to provide manufacturing services for our products. During the normal course of
business, in order to improve manufacturing lead-time performance and to help ensure adequate component supply, we enter into agreements
with contract manufacturers and suppliers that either allow them to procure inventory based upon criteria as defined by us or that establish the
parameters defining our requirements. In certain instances, these agreements

S-14

Edgar Filing: CISCO SYSTEMS, INC. - Form 424B2

Table of Contents 28



Table of Contents

allow us the option to cancel, reschedule, and adjust our requirements based on our business needs prior to firm orders being placed. When
facing component supply-related challenges, we have increased our efforts in procuring components in order to meet customer expectations,
which in turn contributes to an increase in purchase commitments. Increases in our purchase commitments to shorten lead times could also lead
to excess and obsolete inventory charges if the demand for our products is less than our expectations. If we fail to anticipate customer demand
properly, an oversupply of parts could result in excess or obsolete components that could adversely affect our gross margins. For additional
information regarding our purchase commitments with contract manufacturers and suppliers, see Note 12 to the Consolidated Financial
Statements contained in our Annual Report on Form 10-K for the year ended July 27, 2013 and Note 12 to the Consolidated Financial
Statements contained in our Quarterly Report on Form 10-Q for the period ended January 25, 2014.

We depend upon the development of new products and enhancements to existing products, and if we fail to predict and respond to
emerging technological trends and customers� changing needs, our operating results and market share may suffer.

The markets for our products are characterized by rapidly changing technology, evolving industry standards, new product introductions, and
evolving methods of building and operating networks. Our operating results depend on our ability to develop and introduce new products into
existing and emerging markets and to reduce the production costs of existing products. We believe the industry is evolving to enable personal
and business process collaboration enabled by networked technologies. As such, many of our strategic initiatives and investments are aimed at
meeting the requirements that a network capable of multiple-party, collaborative interaction would demand, and the investments we have made
and our architectural approach are designed to enable the increased use of the network as the platform for all forms of communications and IT.
For example, in fiscal 2009 we launched our Cisco Unified Computing System, our next-generation enterprise data center platform architected
to unite computing, network, storage access, and virtualization resources in a single system, which is designed to address the fundamental
transformation occurring in the enterprise data center. Cisco Unified Computing System is one of several priorities on which we are focusing
resources. Another example of a market transition we are focusing on is the move towards more programmable, flexible and virtual networks. In
our view, this evolution is in its very early stages, and we believe the successful products and solutions in this market will combine
application-specific integrated circuits (ASICs), hardware, and software elements together.

The process of developing new technology, including technology related to more programmable, flexible and virtual networks, is complex and
uncertain, and if we fail to accurately predict customers� changing needs and emerging technological trends our business could be harmed. We
must commit significant resources, including the investments we have been making in our priorities to developing new products before knowing
whether our investments will result in products the market will accept. In particular, if our model of the evolution of networking to collaborative
systems does not emerge as we believe it will, or if the industry does not evolve as we believe it will, or if our strategy for addressing this
evolution is not successful, many of our strategic initiatives and investments may be of no or limited value. For example, if we do not introduce
products related to network programmability, such as software-defined-networking products, in a timely fashion, or if product offerings in this
market that ultimately succeed are based on technology, or an approach to technology, that differs from ours, such as, for example, networking
products based on commoditized hardware, referred to as white box hardware, our business could be harmed. Furthermore, we may not execute
successfully on our vision because of challenges with regard to product planning and timing, technical hurdles that we fail to overcome in a
timely fashion, or a lack of appropriate resources. This could result in competitors, some of which may also be our strategic alliance partners,
providing those solutions before we do and loss of market share, revenue, and earnings. In addition, the growth in demand for technology
delivered as a service enables new competitors to enter the market. The success of new products depends on several factors, including proper
new product definition, component costs, timely completion and introduction of these products, differentiation of new products from those of
our competitors, and market acceptance of these products. There can be no assurance that we will successfully identify new product
opportunities, develop and bring new products to market in a timely manner, or achieve market acceptance of our products or that products and
technologies developed by others will
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not render our products or technologies obsolete or noncompetitive. The products and technologies in our newer product categories such as Data
Center and Collaboration as well as those in our Other Products category that we identify as �emerging technologies� may not prove to have the
market success we anticipate, and we may not successfully identify and invest in other emerging or new products.

Changes in industry structure and market conditions could lead to charges related to discontinuances of certain of our products or
businesses, asset impairments and workforce reductions.

In response to changes in industry and market conditions, we may be required to strategically realign our resources and to consider restructuring,
disposing of, or otherwise exiting businesses. Any resource realignment, or decision to limit investment in or dispose of or otherwise exit
businesses may result in the recording of special charges, such as inventory and technology-related write-offs, workforce reduction costs,
charges relating to consolidation of excess facilities, or claims from third parties who were resellers or users of discontinued products. Our
estimates with respect to the useful life or ultimate recoverability of our carrying basis of assets, including purchased intangible assets, could
change as a result of such assessments and decisions. Although in certain instances our supply agreements allow us the option to cancel,
reschedule, and adjust our requirements based on our business needs prior to firm orders being placed, our loss contingencies may include
liabilities for contracts that we cannot cancel with contract manufacturers and suppliers. Further, our estimates relating to the liabilities for
excess facilities are affected by changes in real estate market conditions. Additionally, we are required to perform goodwill impairment tests on
an annual basis and between annual tests in certain circumstances, and future goodwill impairment tests may result in a charge to earnings.

In August 2013, we announced that we are rebalancing our resources with a workforce reduction plan that will impact approximately 4,000
employees or 5% of our global workforce. We began taking action under this plan beginning in the first quarter of fiscal 2014 and we expect to
incur significant charges as a result of these activities. The implementation of this workforce reduction plan may be disruptive to our business,
and following completion of the workforce reduction plan our business may not be more efficient or effective than prior to implementation of
the plan. Our restructuring activities, including any related charges and the impact of the related headcount reductions, could have a material
adverse effect on our business, operating results, and financial condition.

Over the long term we intend to invest in engineering, sales, service, marketing and manufacturing activities, and these investments may
achieve delayed, or lower than expected, benefits which could harm our operating results.

While we intend to focus on managing our costs and expenses, over the long term, we also intend to invest in personnel and other resources
related to our engineering, sales, service, marketing and manufacturing functions as we focus on our foundational priorities, such as leadership in
our core routing, switching and services, including security and mobility solutions; collaboration; data center virtualization and cloud; video; and
architectures for business transformation. We are likely to recognize the costs associated with these investments earlier than some of the
anticipated benefits, and the return on these investments may be lower, or may develop more slowly, than we expect. If we do not achieve the
benefits anticipated from these investments, or if the achievement of these benefits is delayed, our operating results may be adversely affected.

Our business substantially depends upon the continued growth of the internet and internet-based systems.

A substantial portion of our business and revenue depends on growth and evolution of the Internet, including the continued development of the
Internet, and on the deployment of our products by customers who depend on such continued growth and evolution. To the extent that an
economic slowdown or uncertainty and related reduction in capital spending adversely affect spending on Internet infrastructure we could
experience material harm to our business, operating results, and financial condition.
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Because of the rapid introduction of new products and changing customer requirements related to matters such as cost-effectiveness and
security, we believe that there could be performance problems with Internet communications in the future, which could receive a high degree of
publicity and visibility. Because we are a large supplier of networking products, our business, operating results, and financial condition may be
materially adversely affected, regardless of whether or not these problems are due to the performance of our own products. Such an event could
also result in a material adverse effect on the market price of our common stock independent of direct effects on our business.

We have made and expect to continue to make acquisitions that could disrupt our operations and harm our operating results.

Our growth depends upon market growth, our ability to enhance our existing products, and our ability to introduce new products on a timely
basis. We intend to continue to address the need to develop new products and enhance existing products through acquisitions of other
companies, product lines, technologies, and personnel. Acquisitions involve numerous risks, including the following:

� Difficulties in integrating the operations, systems, technologies, products, and personnel of the acquired companies, particularly
companies with large and widespread operations and/or complex products, such as Scientific-Atlanta, WebEx, Starent, Tandberg
and NDS Group Limited

� Diversion of management�s attention from normal daily operations of the business and the challenges of managing larger and
more widespread operations resulting from acquisitions

� Potential difficulties in completing projects associated with in-process research and development intangibles

� Difficulties in entering markets in which we have no or limited direct prior experience and where competitors in such markets
have stronger market positions

� Initial dependence on unfamiliar supply chains or relatively small supply partners

� Insufficient revenue to offset increased expenses associated with acquisitions

� The potential loss of key employees, customers, distributors, vendors and other business partners of the companies we acquire
following and continuing after announcement of acquisition plans

Acquisitions may also cause us to:

� Issue common stock that would dilute our current shareholders� percentage ownership

� Use a substantial portion of our cash resources, or incur debt, as we did in fiscal 2006 when we issued and sold $6.5 billion in
senior unsecured notes to fund our acquisition of Scientific-Atlanta
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� Significantly increase our interest expense, leverage and debt service requirements if we incur additional debt to pay for an
acquisition

� Assume liabilities

� Record goodwill and nonamortizable intangible assets that are subject to impairment testing on a regular basis and potential
periodic impairment charges

� Incur amortization expenses related to certain intangible assets

� Incur tax expenses related to the effect of acquisitions on our intercompany research and development (�R&D�) cost sharing
arrangement and legal structure

� Incur large and immediate write-offs and restructuring and other related expenses

� Become subject to intellectual property or other litigation
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Mergers and acquisitions of high-technology companies are inherently risky and subject to many factors outside of our control, and no assurance
can be given that our previous or future acquisitions will be successful and will not materially adversely affect our business, operating results, or
financial condition. Failure to manage and successfully integrate acquisitions could materially harm our business and operating results. Prior
acquisitions have resulted in a wide range of outcomes, from successful introduction of new products and technologies to a failure to do so. Even
when an acquired company has already developed and marketed products, there can be no assurance that product enhancements will be made in
a timely fashion or that pre-acquisition due diligence will have identified all possible issues that might arise with respect to such products.

From time to time, we have made acquisitions that resulted in charges in an individual quarter. These charges may occur in any particular
quarter, resulting in variability in our quarterly earnings. In addition, our effective tax rate for future periods is uncertain and could be impacted
by mergers and acquisitions. Risks related to new product development also apply to acquisitions. Please see the risk factors above, including the
risk factor entitled �We depend upon the development of new products and enhancements to existing products, and if we fail to predict and
respond to emerging technological trends and customers� changing needs, our operating results and market share may suffer� for additional
information.

Entrance into new or developing markets exposes us to additional competition and will likely increase demands on our service and
support operations.

As we focus on new market opportunities, for example, storage; wireless; security; transporting data, voice, and video traffic across the same
network; and other areas within our newer products categories such as data center and collaboration, emerging technologies, and our priorities,
we will increasingly compete with large telecommunications equipment suppliers as well as startup companies. Several of our competitors may
have greater resources, including technical and engineering resources, than we do. Additionally, as customers in these markets complete
infrastructure deployments, they may require greater levels of service, support, and financing than we have provided in the past, especially in
emerging countries. Demand for these types of service, support, or financing contracts may increase in the future. There can be no assurance that
we can provide products, service, support, and financing to effectively compete for these market opportunities.

Further, provision of greater levels of services, support and financing by us may result in a delay in the timing of revenue recognition. In
addition, entry into other markets has subjected and will subject us to additional risks, particularly to those markets, including the effects of
general market conditions and reduced consumer confidence. For example, as we add direct selling capabilities globally to meet changing
customer demands, we will face increased legal and regulatory requirements.

Industry consolidation may lead to increased competition and may harm our operating results.

There has been a trend toward industry consolidation in our markets for several years. We expect this trend to continue as companies attempt to
strengthen or hold their market positions in an evolving industry and as companies are acquired or are unable to continue operations. For
example, some of our current and potential competitors for enterprise data center business have made acquisitions, or announced new strategic
alliances, designed to position them with the ability to provide end-to-end technology solutions for the enterprise data center. Companies that are
strategic alliance partners in some areas of our business may acquire or form alliances with our competitors, thereby reducing their business with
us. We believe that industry consolidation may result in stronger competitors that are better able to compete as sole-source vendors for
customers. This could lead to more variability in our operating results and could have a material adverse effect on our business, operating
results, and financial condition. Furthermore, particularly in the service provider market, rapid consolidation will lead to fewer customers, with
the effect that loss of a major customer could have a material impact on results not anticipated in a customer marketplace composed of more
numerous participants.
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Product quality problems could lead to reduced revenue, gross margins, and net income.

We produce highly complex products that incorporate leading-edge technology, including both hardware and software. Software typically
contains bugs that can unexpectedly interfere with expected operations. There can be no assurance that our pre-shipment testing programs will
be adequate to detect all defects, either ones in individual products or ones that could affect numerous shipments, which might interfere with
customer satisfaction, reduce sales opportunities, or affect gross margins. From time to time, we have had to replace certain components and
provide remediation in response to the discovery of defects or bugs in products that we had shipped. There can be no assurance that such
remediation, depending on the product involved, would not have a material impact. An inability to cure a product defect could result in the
failure of a product line, temporary or permanent withdrawal from a product or market, damage to our reputation, inventory costs, or product
reengineering expenses, any of which could have a material impact on our revenue, margins, and net income. For example, net income for the
second quarter of fiscal 2014 included a pre-tax charge of $655 million, which charge is related to the expected remediation costs for certain
products sold in prior fiscal years containing memory components manufactured by a single supplier between 2005 and 2010.

Due to the global nature of our operations, political or economic changes or other factors in a specific country or region could harm our
operating results and financial condition.

We conduct significant sales and customer support operations in countries around the world. As such, our growth depends in part on our
increasing sales into emerging countries. We also depend on non-U.S. operations of our contract manufacturers, component suppliers and
distribution partners. Although sales in several of our emerging countries decreased in recent periods, including in the first half of fiscal 2014,
several of our emerging countries generally have been relatively fast growing, and we have announced plans to expand our commitments and
expectations in certain of those countries. We expect that this weakness we experienced in various emerging countries will continue for at least
several quarters. Our future results could be materially adversely affected by a variety of political, economic or other factors relating to our
operations inside and outside the United States, including impacts from the U.S. federal budget including the effect of the recent sequestration,
tapering of bond purchases by the U.S. Federal Reserve, issues related to the political relationship between the United States and other countries
which can affect the willingness of customers in those countries to purchase products from companies headquartered in the United States, and
the challenging and inconsistent global macroeconomic environment, any or all of which could have a material adverse effect on our operating
results and financial condition, including, among others, the following:

� Foreign currency exchange rates

� Political or social unrest

� Economic instability or weakness or natural disasters in a specific country or region; environmental and trade protection
measures and other legal and regulatory requirements, some of which may affect our ability to import our products, to export our
products from, or sell our products in various countries

� Political considerations that affect service provider and government spending patterns

� Health or similar issues, such as a pandemic or epidemic

� Difficulties in staffing and managing international operations
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We are exposed to the credit risk of some of our customers and to credit exposures in weakened markets, which could result in material
losses.

Most of our sales are on an open credit basis, with typical payment terms of 30 days in the United States and, because of local customs or
conditions, longer in some markets outside the United States. We monitor
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individual customer payment capability in granting such open credit arrangements, seek to limit such open credit to amounts we believe the
customers can pay, and maintain reserves we believe are adequate to cover exposure for doubtful accounts. Beyond our open credit
arrangements, we have also experienced demands for customer financing and facilitation of leasing arrangements. We expect demand for
customer financing to continue, and recently we have been experiencing an increase in this demand as the credit markets have been impacted by
the challenging and inconsistent global macroeconomic environment, including increased demand from customers in certain emerging countries.

We believe customer financing is a competitive factor in obtaining business, particularly in serving customers involved in significant
infrastructure projects. Our loan financing arrangements may include not only financing the acquisition of our products and services but also
providing additional funds for other costs associated with network installation and integration of our products and services.

Our exposure to the credit risks relating to our financing activities described above may increase if our customers are adversely affected by a
global economic downturn or periods of economic uncertainty. Although we have programs in place that are designed to monitor and mitigate
the associated risk, including monitoring of particular risks in certain geographic areas, there can be no assurance that such programs will be
effective in reducing our credit risks.

In the past, there have been significant bankruptcies among customers both on open credit and with loan or lease financing arrangements,
particularly among Internet businesses and service providers, causing us to incur economic or financial losses. There can be no assurance that
additional losses will not be incurred. Although these losses have not been material to date, future losses, if incurred, could harm our business
and have a material adverse effect on our operating results and financial condition. A portion of our sales is derived through our distributors.
These distributors are generally given business terms that allow them to return a portion of inventory, receive credits for changes in selling
prices, and participate in various cooperative marketing programs. We maintain estimated accruals and allowances for such business terms.
However, distributors tend to have more limited financial resources than other resellers and end-user customers and therefore represent potential
sources of increased credit risk, because they may be more likely to lack the reserve resources to meet payment obligations. Additionally, to the
degree that turmoil in the credit markets makes it more difficult for some customers to obtain financing, those customers� ability to pay could be
adversely impacted, which in turn could have a material adverse impact on our business, operating results, and financial condition.

We are exposed to fluctuations in the market values of our portfolio investments and in interest rates; impairment of our investments
could harm our earnings.

We maintain an investment portfolio of various holdings, types, and maturities. These securities are generally classified as available-for-sale
and, consequently, are recorded on our Consolidated Balance Sheets at fair value with unrealized gains or losses reported as a component of
accumulated other comprehensive income, net of tax. Our portfolio includes fixed income securities and equity investments in publicly traded
companies, the values of which are subject to market price volatility to the extent unhedged. If such investments suffer market price declines, as
we experienced with some of our investments during fiscal 2009, we may recognize in earnings the decline in the fair value of our investments
below their cost basis when the decline is judged to be other than temporary. For information regarding the sensitivity of and risks associated
with the market value of portfolio investments and interest rates, refer to the section titled �Quantitative and Qualitative Disclosures About
Market Risk� included in our Annual Report on Form 10-K for the year ended July 27, 2013 and our Quarterly Report on Form 10-Q for the
period ended January 25, 2014. Our investments in private companies are subject to risk of loss of investment capital. These investments are
inherently risky because the markets for the technologies or products they have under development are typically in the early stages and may
never materialize. We could lose our entire investment in these companies.
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We are exposed to fluctuations in currency exchange rates that could negatively impact our financial results and cash flows.

Because a significant portion of our business is conducted outside the United States, we face exposure to adverse movements in foreign currency
exchange rates. These exposures may change over time as business practices evolve, and they could have a material adverse impact on our
financial results and cash flows. Historically, our primary exposures have related to nondollar-denominated sales in Japan, Canada, and Australia
and certain nondollar-denominated operating expenses and service cost of sales in Europe, Latin America, and Asia, where we sell primarily in
U.S. dollars. Additionally, we have exposures to emerging market currencies, which can have extreme currency volatility. An increase in the
value of the dollar could increase the real cost to our customers of our products in those markets outside the United States where we sell in
dollars, and a weakened dollar could increase the cost of local operating expenses and procurement of raw materials to the extent that we must
purchase components in foreign currencies.

Currently, we enter into foreign exchange forward contracts and options to reduce the short-term impact of foreign currency fluctuations on
certain foreign currency receivables, investments, and payables. In addition, we periodically hedge anticipated foreign currency cash flows. Our
attempts to hedge against these risks may not be successful, resulting in an adverse impact on our net income.

Our proprietary rights may prove difficult to enforce.

We generally rely on patents, copyrights, trademarks, and trade secret laws to establish and maintain proprietary rights in our technology and
products. Although we have been issued numerous patents and other patent applications are currently pending, there can be no assurance that
any of these patents or other proprietary rights will not be challenged, invalidated, or circumvented or that our rights will, in fact, provide
competitive advantages to us. Furthermore, many key aspects of networking technology are governed by industrywide standards, which are
usable by all market entrants. In addition, there can be no assurance that patents will be issued from pending applications or that claims allowed
on any patents will be sufficiently broad to protect our technology. In addition, the laws of some foreign countries may not protect our
proprietary rights to the same extent as do the laws of the United States. The outcome of any actions taken in these foreign countries may be
different than if such actions were determined under the laws of the United States. Although we are not dependent on any individual patents or
group of patents for particular segments of the business for which we compete, if we are unable to protect our proprietary rights to the totality of
the features (including aspects of products protected other than by patent rights) in a market, we may find ourselves at a competitive
disadvantage to others who need not incur the substantial expense, time, and effort required to create innovative products that have enabled us to
be successful.

We may be found to infringe on intellectual property rights of others.

Third parties, including customers, have in the past and may in the future assert claims or initiate litigation related to exclusive patent, copyright,
trademark, and other intellectual property rights to technologies and related standards that are relevant to us. These assertions have increased
over time as a result of our growth and the general increase in the pace of patent claims assertions, particularly in the United States. Because of
the existence of a large number of patents in the networking field, the secrecy of some pending patents, and the rapid rate of issuance of new
patents, it is not economically practical or even possible to determine in advance whether a product or any of its components infringes or will
infringe on the patent rights of others. The asserted claims and/or initiated litigation can include claims against us or our manufacturers,
suppliers, or customers, alleging infringement of their proprietary rights with respect to our existing or future products or components of those
products. Regardless of the merit of these claims, they can be time-consuming, result in costly litigation and diversion of technical and
management personnel, or require us to develop a non-infringing technology or enter into license agreements. Where claims are made by
customers, resistance even to unmeritorious claims could damage customer relationships. There can be no assurance that licenses will be
available on acceptable terms and
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conditions, if at all, or that our indemnification by our suppliers will be adequate to cover our costs if a claim were brought directly against us or
our customers. Furthermore, because of the potential for high court awards that are not necessarily predictable, it is not unusual to find even
arguably unmeritorious claims settled for significant amounts. If any infringement or other intellectual property claim made against us by any
third party is successful, if we are required to indemnify a customer with respect to a claim against the customer, or if we fail to develop
non-infringing technology or license the proprietary rights on commercially reasonable terms and conditions, our business, operating results, and
financial condition could be materially and adversely affected. For additional information regarding our indemnification obligations, see Note
12(g) to the Consolidated Financial Statements contained in our Quarterly Report on Form 10-Q for the period ended January 25, 2014.

Our exposure to risks associated with the use of intellectual property may be increased as a result of acquisitions, as we have a lower level of
visibility into the development process with respect to such technology or the care taken to safeguard against infringement risks. Further, in the
past, third parties have made infringement and similar claims after we have acquired technology that had not been asserted prior to our
acquisition.

We rely on the availability of third-party licenses.

Many of our products are designed to include software or other intellectual property licensed from third parties. It may be necessary in the future
to seek or renew licenses relating to various aspects of these products. There can be no assurance that the necessary licenses would be available
on acceptable terms, if at all. The inability to obtain certain licenses or other rights or to obtain such licenses or rights on favorable terms, or the
need to engage in litigation regarding these matters, could have a material adverse effect on our business, operating results, and financial
condition. Moreover, the inclusion in our products of software or other intellectual property licensed from third parties on a nonexclusive basis
could limit our ability to protect our proprietary rights in our products.

Our operating results may be adversely affected and damage to our reputation may occur due to production and sale of counterfeit
versions of our products.

As is the case with leading products around the world, our products are subject to efforts by third parties to produce counterfeit versions of our
products. While we work diligently with law enforcement authorities in various countries to block the manufacture of counterfeit goods and to
interdict their sale, and to detect counterfeit products in customer networks, and have succeeded in prosecuting counterfeiters and their
distributors, resulting in fines, imprisonment and restitution to us, there can be no guarantee that such efforts will succeed. While counterfeiters
often aim their sales at customers who might not have otherwise purchased our products due to lack of verifiability of origin and service, such
counterfeit sales, to the extent they replace otherwise legitimate sales, could adversely affect our operating results.

Our operating results and future prospects could be materially harmed by uncertainties of regulation of the internet.

Currently, few laws or regulations apply directly to access or commerce on the Internet. We could be materially adversely affected by regulation
of the Internet and Internet commerce in any country where we operate. Such regulations could include matters such as voice over the Internet or
using IP, encryption technology, sales or other taxes on Internet product or service sales, and access charges for Internet service providers. The
adoption of regulation of the Internet and Internet commerce could decrease demand for our products and, at the same time, increase the cost of
selling our products, which could have a material adverse effect on our business, operating results, and financial condition.
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Changes in telecommunications regulation and tariffs could harm our prospects and future sales.

Changes in telecommunications requirements, or regulatory requirements in other industries in which we operate, in the United States or other
countries could affect the sales of our products. In particular, we believe that there may be future changes in U.S. telecommunications
regulations that could slow the expansion of the service providers� network infrastructures and materially adversely affect our business, operating
results, and financial condition.

Future changes in tariffs by regulatory agencies or application of tariff requirements to currently untariffed services could affect the sales of our
products for certain classes of customers. Additionally, in the United States, our products must comply with various requirements and
regulations of the Federal Communications Commission and other regulatory authorities. In countries outside of the United States, our products
must meet various requirements of local telecommunications and other industry authorities. Changes in tariffs or failure by us to obtain timely
approval of products could have a material adverse effect on our business, operating results, and financial condition.

Failure to retain and recruit key personnel would harm our ability to meet key objectives.

Our success has always depended in large part on our ability to attract and retain highly skilled technical, managerial, sales, and marketing
personnel. Competition for these personnel is intense, especially in the Silicon Valley area of Northern California. Stock incentive plans are
designed to reward employees for their long-term contributions and provide incentives for them to remain with us. Volatility or lack of positive
performance in our stock price or equity incentive awards, or changes to our overall compensation program, including our stock incentive
program, resulting from the management of share dilution and share-based compensation expense or otherwise, may also adversely affect our
ability to retain key employees. As a result of one or more of these factors, we may increase our hiring in geographic areas outside the United
States, which could subject us to additional geopolitical and exchange rate risk. The loss of services of any of our key personnel; the inability to
retain and attract qualified personnel in the future; or delays in hiring required personnel, particularly engineering and sales personnel, could
make it difficult to meet key objectives, such as timely and effective product introductions. In addition, companies in our industry whose
employees accept positions with competitors frequently claim that competitors have engaged in improper hiring practices. We have received
these claims in the past and may receive additional claims to this effect in the future.

Adverse resolution of litigation or governmental investigations may harm our operating results or financial condition.

We are a party to lawsuits in the normal course of our business. Litigation can be expensive, lengthy, and disruptive to normal business
operations. Moreover, the results of complex legal proceedings are difficult to predict. For example, Brazilian authorities have investigated our
Brazilian subsidiary and certain of its current and former employees, as well as a Brazilian importer of our products, and its affiliates and
employees, relating to alleged evasion of import taxes and alleged improper transactions involving the subsidiary and the importer. Brazilian tax
authorities have assessed claims against our Brazilian subsidiary based on a theory of joint liability with the Brazilian importer for import taxes,
interest, and penalties. In the first quarter of fiscal 2013, the Brazilian federal tax authorities asserted an additional claim against our Brazilian
subsidiary based on a theory of joint liability with respect to an alleged underpayment of income taxes, social taxes, interest, and penalties by a
Brazilian distributor. The asserted claims by Brazilian federal tax authorities are for calendar years 2003 through 2008 and the related asserted
claims by the tax authorities from the state of Sao Paulo are for calendar years 2005 through 2007. The total asserted claims by Brazilian state
and federal tax authorities aggregate to approximately $360 million for the alleged evasion of import and other taxes, approximately $1.1 billion
for interest, and approximately $1.6 billion for various penalties, all determined using an exchange rate as of January 25, 2014. We have
completed a thorough review of the matters and believe the asserted claims against our Brazilian subsidiary are without merit, and we are
defending the claims vigorously. While we believe there is no legal
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basis for the alleged liability, due to the complexities and uncertainty surrounding the judicial process in Brazil and the nature of the claims
asserting joint liability with the importer, we are unable to determine the likelihood of an unfavorable outcome against our Brazilian subsidiary
and are unable to reasonably estimate a range of loss, if any. We do not expect a final judicial determination for several years. An unfavorable
resolution of lawsuits or governmental investigations could have a material adverse effect on our business, operating results, or financial
condition. For additional information regarding certain of the matters in which we are involved, see Item 1, �Legal Proceedings,� contained in Part
II of our Quarterly Report on Form 10-Q for the period ended January 25, 2014.

Changes in our provision for income taxes or adverse outcomes resulting from examination of our income tax returns could adversely
affect our results.

Our provision for income taxes is subject to volatility and could be adversely affected by earnings being lower than anticipated in countries that
have lower tax rates and higher than anticipated in countries that have higher tax rates; by changes in the valuation of our deferred tax assets and
liabilities; by expiration of or lapses in the R&D tax credit or domestic manufacturing deduction laws; by expiration of or lapses in tax
incentives; by transfer pricing adjustments, including the effect of acquisitions on our intercompany R&D cost sharing arrangement and legal
structure; by tax effects of nondeductible compensation; by tax costs related to intercompany realignments; by changes in accounting principles;
or by changes in tax laws and regulations, treaties, or interpretations thereof, including possible changes to the taxation of earnings of our
foreign subsidiaries, the deductibility of expenses, including possible changes to the taxation of earnings of our foreign subsidiaries, the
deductibility of expenses attributable to foreign income, or the foreign tax credit rules. Significant judgment is required to determine the
recognition and measurement attribute prescribed in the accounting guidance for uncertainty in income taxes. The Organisation for Economic
Co-operation and Development (OECD), an international association of 34 countries including the United States, is contemplating changes to
numerous long-standing tax principles. These contemplated changes, if finalized and adopted by countries, will increase tax uncertainty and may
adversely affect our provision for income taxes. Further, as a result of certain of our ongoing employment and capital investment actions and
commitments, our income in certain countries is subject to reduced tax rates and in some cases is wholly exempt from tax. Our failure to meet
these commitments could adversely impact our provision for income taxes. In addition, we are subject to the continuous examination of our
income tax returns by the Internal Revenue Service and other tax authorities. We regularly assess the likelihood of adverse outcomes resulting
from these examinations to determine the adequacy of our provision for income taxes. There can be no assurance that the outcomes from these
continuous examinations will not have an adverse effect on our operating results and financial condition.

Our business and operations are especially subject to the risks of earthquakes, floods, and other natural catastrophic events.

Our corporate headquarters, including certain of our research and development operations are located in the Silicon Valley area of Northern
California, a region known for seismic activity. Additionally, a certain number of our facilities are located near rivers that have experienced
flooding in the past. Also certain of our suppliers and logistics centers are located in regions that have or may be affected by earthquake, tsunami
and flooding activity which in the past has disrupted, and in the future could disrupt the flow of components and delivery of products. A
significant natural disaster, such as an earthquake, a hurricane, volcano, or a flood, could have a material adverse impact on our business,
operating results, and financial condition.

Man-made problems such as computer viruses or terrorism may disrupt our operations and harm our operating results.

Despite our implementation of network security measures our servers are vulnerable to computer viruses, break-ins, and similar disruptions from
unauthorized tampering with our computer systems. Any such event could have a material adverse effect on our business, operating results, and
financial condition. Efforts to

Edgar Filing: CISCO SYSTEMS, INC. - Form 424B2

Table of Contents 45



S-24

Edgar Filing: CISCO SYSTEMS, INC. - Form 424B2

Table of Contents 46



Table of Contents

limit the ability of malicious third parties to disrupt the operations of the Internet or undermine our own security efforts may meet with
resistance. In addition, the continued threat of terrorism and heightened security and military action in response to this threat, or any future acts
of terrorism, may cause further disruptions to the economies of the United States and other countries and create further uncertainties or otherwise
materially harm our business, operating results, and financial condition. Likewise, events such as widespread blackouts could have similar
negative impacts. To the extent that such disruptions or uncertainties result in delays or cancellations of customer orders or the manufacture or
shipment of our products, our business, operating results, and financial condition could be materially and adversely affected.

If we do not successfully manage our strategic alliances, we may not realize the expected benefits from such alliances and we may
experience increased competition or delays in product development.

We have several strategic alliances with large and complex organizations and other companies with which we work to offer complementary
products and services and have established a joint venture to market services associated with our Cisco Unified Computing System products.
These arrangements are generally limited to specific projects, the goal of which is generally to facilitate product compatibility and adoption of
industry standards. There can be no assurance we will realize the expected benefits from these strategic alliances or from the joint venture. If
successful, these relationships may be mutually beneficial and result in industry growth. However, alliances carry an element of risk because, in
most cases, we must compete in some business areas with a company with which we have a strategic alliance and, at the same time, cooperate
with that company in other business areas. Also, if these companies fail to perform or if these relationships fail to materialize as expected, we
could suffer delays in product development or other operational difficulties. Joint ventures can be difficult to manage, given the potentially
different interests of joint venture partners.

Risks Related to the Offering

The notes are structurally subordinated to the liabilities of our subsidiaries.

The notes are our obligations exclusively and not of any of our subsidiaries. A significant portion of our operations is conducted through our
subsidiaries. Our subsidiaries are separate legal entities that have no obligation to pay any amounts due under the notes or to make any funds
available therefor, whether by dividends, loans or other payments. Except to the extent we are a creditor with recognized claims against our
subsidiaries, all claims of creditors (including trade creditors) and holders of preferred stock, if any, of our subsidiaries will have priority with
respect to the assets of such subsidiaries over our claims (and therefore the claims of our creditors, including holders of the notes).
Consequently, the notes will be structurally subordinated to all liabilities of any of our subsidiaries and any subsidiaries that we may in the future
acquire or establish. As of January 25, 2014, our subsidiaries had approximately $5.1 billion of outstanding liabilities, including trade payables
but excluding intercompany liabilities and deferred revenue.

The notes are subject to prior claims of any secured creditors, and if a default occurs, we may not have sufficient funds to fulfill our
obligations under the notes.

The notes are our unsecured general obligations, ranking equally with other senior unsecured indebtedness, including previously issued notes.
The indenture governing the notes permits us and our subsidiaries to incur additional, secured debt under specified circumstances. If we incur
any secured debt, our assets and the assets of our subsidiaries will be subject to prior claims by our secured creditors. In the event of our
bankruptcy, liquidation, reorganization or other winding up, assets that secure debt will be available to pay obligations on the notes only after all
debt secured by those assets has been repaid in full. Holders of the notes will participate in our remaining assets ratably with all of our unsecured
and unsubordinated creditors, including our trade creditors. If we incur any additional obligations that rank equally with the notes, including
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or other winding up. This may have the effect of reducing the amount of proceeds paid to you. If there are not sufficient assets remaining to pay
all these creditors, all or a portion of the notes then outstanding would remain unpaid.

Negative covenants in the indenture will have a limited effect.

The indenture governing the notes contains only limited negative covenants that apply to us and our wholly-owned subsidiaries. These covenants
do not limit the amount of additional debt that we may incur. In addition, the limitation on liens and limitation on sale and lease-back covenants
contain exceptions that will, subject to certain limitations, allow us and our wholly-owned subsidiaries to create, grant or incur liens or security
interests with respect to our headquarters and certain other material facilities. You should read �Description of Debt Securities�Covenants� in the
accompanying prospectus for a description of these covenants. In light of these exceptions, holders of the notes may be structurally or
contractually subordinated to new lenders.

Changes in our credit ratings may adversely affect your investment in the notes.

The major debt rating agencies routinely evaluate our debt. These ratings are not recommendations to purchase, hold or sell the notes, inasmuch
as the ratings do not comment as to market price or suitability for a particular investor, are limited in scope, and do not address all material risks
relating to an investment in the notes, but rather reflect only the view of each rating agency at the time the rating is issued. The ratings are based
on current information furnished to the ratings agencies by us and information obtained by the ratings agencies from other sources. An
explanation of the significance of such rating may be obtained from such rating agency. There can be no assurance that such credit ratings will
remain in effect for any given period of time or that such ratings will not be lowered, suspended or withdrawn entirely by the rating agencies, if,
in each rating agency�s judgment, circumstances so warrant. Actual or anticipated changes or downgrades in our credit ratings, including any
announcement that our ratings are under further review for a downgrade, could affect the market value and liquidity of the notes and increase our
corporate borrowing costs.

There may not be active trading markets for the notes.

There is no existing market for any series of the notes and we do not intend to apply for listing of the notes on any securities exchange or any
automated quotation system. Accordingly, there can be no assurance that trading markets for the notes will ever develop or will be maintained.
Further, there can be no assurance as to the liquidity of any market that may develop for the notes, your ability to sell your notes or the prices at
which you will be able to sell your notes. Future trading prices of the notes will depend on many factors, including prevailing interest rates, our
financial condition and results of operations, the then-current ratings assigned to the notes and the market for similar securities. Any trading
markets that develop would be affected by many factors independent of and in addition to the foregoing, including:

� time remaining to the maturity of the notes

� outstanding principal amount of the notes

� the terms related to any optional redemption of the notes
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There can be no assurance that our operating results and financial condition will not be adversely affected by our incurrence of
indebtedness.

We have senior unsecured notes outstanding in an aggregate principal amount of $16.0 billion as of January 25, 2014 that mature at specific
dates in 2014, 2016, 2017, 2019, 2020, 2039 and 2040. We have also established a commercial paper program under which we may issue
short-term, unsecured commercial paper

S-26

Edgar Filing: CISCO SYSTEMS, INC. - Form 424B2

Table of Contents 50



Table of Contents

notes on a private placement basis up to a maximum aggregate amount outstanding at any time of $3.0 billion, and had commercial paper notes
outstanding in an aggregate principal amount of $1.0 billion as of January 25, 2014. The outstanding senior unsecured notes bear fixed-rate
interest payable semiannually, except $1.25 billion aggregate principal amount of such notes outstanding as of January 25, 2014 that will mature
in March 2014, which bear interest at a floating rate payable quarterly. The fair value of the long-term debt is subject to market interest rate
volatility. The instruments governing the outstanding senior unsecured notes and the notes to be sold in this offering contain certain covenants
applicable to us and our wholly-owned subsidiaries that may adversely affect our ability to incur certain liens or engage in certain types of sale
and leaseback transactions. In addition, we will be required to have available in the United States sufficient cash to repay all of our notes on
maturity. There can be no assurance that our incurrence of this debt or any future debt will be a better means of providing liquidity to us than
would our use of our existing cash resources, including cash currently held offshore. Further, we cannot be assured that our maintenance of this
indebtedness or incurrence of future indebtedness will not adversely affect our operating results or financial condition. In addition, changes by
any rating agency to our credit rating can negatively impact the value and liquidity of both our debt and equity securities, as well as the terms
upon which we may borrow under our commercial paper program.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus supplement contains forward-looking statements regarding future events and our future results that are subject to the safe
harbors created under the U.S. federal securities laws. Words such as �expects,� �anticipates,� �targets,� �goals,� �projects,� �intends,� �plans,� �believes,� �seeks,�
�estimates,� �continues,� �endeavors,� �strives,� �may,� and variations of such words and similar expressions are intended to identify such forward-looking
statements. Readers are cautioned that these forward-looking statements are only predictions and are subject to risks, uncertainties and
assumptions that are difficult to predict, including those identified above, under �Risk Factors,� and elsewhere herein, in the accompanying
prospectus and in the documents incorporated herein by reference. Therefore, actual results, performance or achievement may differ materially
and adversely from those expressed in any forward-looking statements. We claim the protection of the safe harbor for forward-looking
statements contained in the Private Securities Litigation Reform Act of 1995 for all forward-looking statements. We undertake no obligation to
revise or update any forward-looking statements for any reason.
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USE OF PROCEEDS

We expect the net proceeds of this offering to be approximately $7.97 billion after deducting underwriting discounts and the estimated expenses
of the offering payable by us. The net proceeds from this offering will be used for general corporate purposes, including (i) to repay $3.75 billion
aggregate principal amount of our outstanding senior unsecured notes, consisting of $2.0 billion of our 1.625% Senior Notes and $1.25 billion of
our Floating Rate Notes, each maturing on March 14, 2014, and $500 million of our 2.90% Senior Notes maturing on November 17, 2014 and
(ii) to return capital to shareholders pursuant to our previously-announced capital allocation strategy through the repurchase of shares of our
common stock and the payment of cash dividends. The Floating Rate Notes bear interest at a floating rate equal to three-month LIBOR plus
0.25%, which, for the payment of interest due upon their maturity on March 14, 2014, is 0.49%. General corporate purposes may also include
repurchases of common stock, repayment of debt, including the repayment of previously issued notes, acquisitions, investments, additions to
working capital, capital expenditures, cash dividends and advances to or investments in our subsidiaries. Pending these uses, we will invest the
net proceeds in interest-bearing, investment-grade securities.
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CAPITALIZATION

The following table sets forth our capitalization as of January 25, 2014 and as adjusted to give effect to the offering and application of a portion
of the net proceeds to repay our outstanding 1.625% Senior Notes due 2014, Floating Rate Notes due 2014 and 2.90% Senior Notes due 2014
upon their maturity. See �Use of Proceeds.�

This table should be read in conjunction with the Consolidated Financial Statements incorporated by reference in this prospectus supplement and
the accompanying prospectus.

January 25, 2014

Actual
As

adjusted
(in millions, except par value)

Long-term debt (Including Current Portion):
Floating Rate Notes due 2015 $ � $ 850
Floating Rate Notes due 2017 � 1,000
Floating Rate Notes due 2019 � 500
1.100% Senior Notes due 2017 � 2,400
2.125% Senior Notes due 2019 � 1,750
2.900% Senior Notes due 2021 � 500
3.625% Senior Notes due 2024 � 1,000
Floating Rate Notes due 2014 1,250 �
1.625% Senior Notes due 2014 2,000 �
2.90% Senior Notes due 2014 500 �
5.50% Senior Notes due 2016 3,000 3,000
3.15% Senior Notes due 2017 750 750
4.95% Senior Notes due 2019 2,000 2,000
4.45% Senior Notes due 2020 2,500 2,500
5.90% Senior Notes due 2039 2,000 2,000
5.50% Senior Notes due 2040 2,000 2,000
Other long-term debt 137 134

Total long-term debt $ 16,137 $ 20,384

Shareholders� equity:
Preferred stock, no par value:
5 shares authorized and no shares issued and outstanding, actual and as adjusted $ � $ �
Common stock and additional paid-in capital, $0.001 par value:
20,000 shares authorized and 5,191 shares issued and outstanding, actual and as adjusted 41,438 41,438
Retained earnings 13,928 13,928
Accumulated other comprehensive income 703 703

Total Cisco shareholders� equity 56,069 56,069

Total capitalization $ 72,206 $ 76,453

We have a credit agreement with certain institutional lenders that provides for a $3.0 billion unsecured revolving credit facility that is scheduled
to expire on February 17, 2017. We have not borrowed any funds under the credit facility.
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DESCRIPTION OF NOTES

The following description of the particular terms of the notes offered by this prospectus supplement should be read in conjunction with the
description of the general terms and provisions of the debt securities in the accompanying prospectus.

General

The Floating Rate Notes due 2015 (the �2015 floating rate notes�), the Floating Rate Notes due 2017 (the �2017 floating rate notes�), the Floating
Rate Notes due 2019 (the �2019 floating rate notes� and, together with the 2015 floating rate notes and the 2017 floating rate notes, the �floating
rate notes�), the 1.100% Senior Notes due 2017 (the �2017 fixed rate notes�), the 2.125% Senior Notes due 2019 (the �2019 fixed rate notes�), the
2.900% Senior Notes due 2021 (the �2021 fixed rate notes�) and the 3.625% Senior Notes due 2024 (the �2024 fixed rate notes� and, together with
the 2017 fixed rate notes, the 2019 fixed rate notes and the 2021 fixed rate notes, the �fixed rate notes�) will be issued as separate series of debt
securities under an indenture to be dated on or about March 3, 2014 between us and The Bank of New York Mellon Trust Company, N.A., as
trustee (the �Trustee�). The 2015 floating rate notes will mature on September 3, 2015, the 2017 floating rate notes and the 2017 fixed rate notes
will mature on March 3, 2017, the 2019 floating rate notes and the 2019 fixed rate notes will mature on March 1, 2019, the 2021 fixed rate notes
will mature on March 4, 2021 and the 2024 fixed rate notes will mature on March 4, 2024. The fixed rate notes and the floating rate notes are
referred to in this description as the �notes.�

Unless previously redeemed or purchased and cancelled, we will repay the notes in cash at 100% of their principal amount together with accrued
and unpaid interest thereon at maturity. We will pay principal of and interest on the notes in U.S. dollars.

The notes will be our senior unsecured debt obligations and will rank equally among themselves and with all of our other present and future
senior unsecured indebtedness.

The fixed rate notes will be redeemable by us at any time prior to maturity as described below under ��Optional Redemption.� The floating rate
notes will not be redeemable.

The notes will be issued in registered, book-entry form only without interest coupons in denominations of $2,000 and integral multiples of
$1,000 in excess thereof.

The notes will not be subject to a sinking fund. The notes will be subject to defeasance as described in the accompanying prospectus.

The indenture and the notes do not limit the amount of indebtedness which may be incurred or the amount of securities which may be issued by
us or our subsidiaries, and contain no financial or similar restrictions on us or our wholly-owned subsidiaries, except as described under
�Description of Debt Securities�Covenants� in the accompanying prospectus.
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The notes will be issued in an aggregate initial principal amount of $850,000,000 in the case of the 2015 floating rate notes, $1,000,000,000 in
the case of the 2017 floating rate notes, $500,000,000 in the case of the 2019 floating rate notes, $2,400,000,000 in the case of the 2017 fixed
rate notes, $1,750,000,000 in the case of the 2019 fixed rate notes, $500,000,000 in the case of the 2021 fixed rate notes and $1,000,000,000 in
the case of the 2024 fixed rate notes, subject to our ability to issue additional notes which may be of the same applicable series as the notes as
described under �Description of Debt Securities�Further Issues,� in the accompanying prospectus.

If the scheduled maturity date or redemption date for the notes of any series falls on a day that is not a business day, the payment of interest and
principal will be made on the next succeeding business day, and no interest on such payment shall accrue for the period from and after the
scheduled maturity date or redemption date, as the case may be.
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Interest

Fixed Rate Notes

The 2017 fixed rate notes will bear interest at a rate of 1.100% per annum, the 2019 fixed rate notes will bear interest at a rate of 2.125% per
annum, the 2021 fixed rate notes will bear interest at a rate of 2.900% per annum and the 2024 fixed rate notes will bear interest at a rate of
3.625% per annum. Interest on the fixed rate notes will accrue from March 3, 2014, or from the most recent interest payment date to which
interest has been paid or provided for, to but excluding the relevant interest payment date. We will make interest payments on the 2017 fixed rate
notes semiannually in arrears on March 3 and September 3 of each year, beginning on September 3, 2014 to the person in whose name such
notes are registered at the close of business on the immediately preceding February 19 or August 19, as applicable. We will make interest
payments on the 2019 fixed rate notes semiannually in arrears on March 1 and September 1 of each year, beginning on September 1, 2014 to the
person in whose name such notes are registered at the close of business on the immediately preceding February 15 or August 15, as applicable.
We will make interest payments on the 2021 fixed rate notes and the 2024 fixed rate notes semiannually in arrears on March 4 and September 4
of each year, beginning on September 4, 2014 to the person in whose name such notes are registered at the close of business on the immediately
preceding February 20 or August 20, as applicable. Interest on the fixed rate notes will be computed on the basis of a 360-day year of twelve
30-day months and, for partial months, on the basis of the number of days actually elapsed in a 30-day month.

If an interest payment date for the fixed rate notes falls on a day that is not a business day, the interest payment shall be made on the next
succeeding business day, and no interest on such payment shall accrue for the period from and after such interest payment date.

Floating Rate Notes

The floating rate notes will bear interest for each interest period at a rate determined by the calculation agent. The calculation agent is The Bank
of New York Mellon Trust Company, N.A. until such time as we appoint a successor calculation agent. The interest rate on the 2015 floating
rate notes for a particular interest period will be equal to three-month LIBOR as determined on the interest determination date plus 0.05%. The
interest rate on the 2017 floating rate notes for a particular interest period will be equal to three-month LIBOR as determined on the interest
determination date plus 0.28%. The interest rate on the 2019 floating rate notes for a particular interest period will be equal to three-month
LIBOR as determined on the interest determination date plus 0.50%. The interest determination date for an interest period will be the second
London business day preceding the first day of such interest period. Promptly upon determination, the calculation agent will inform the Trustee
and us of the interest rate for the next interest period. Absent manifest error, the determination of the interest rate by the calculation agent shall
be binding and conclusive on the holders of the floating rate notes, the Trustee and us.

A London business day is a day on which dealings in deposits in U.S. dollars are transacted in the London interbank market.

On any interest determination date, LIBOR will be equal to the offered rate for deposits in U.S. dollars having an index maturity of three
months, in amounts of at least $1,000,000, as such rate appears on the Reuters screen �LIBOR01� at approximately 11:00 a.m., London time, on
such interest determination date. If on an interest determination date, such rate does not appear on the Reuters screen �LIBOR01� as of 11:00 a.m.,
London time, or if the Reuters screen �LIBOR01� is not available on such date, the calculation agent will obtain such rate from Bloomberg L.P.�s
page �BBAM.�
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11:00 a.m., London time, then we will select four major banks in the
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London interbank market and the calculation agent shall request each of their principal London offices to provide a quotation of the rate at which
three-month deposits in U.S. dollars in amounts of at least $1,000,000 are offered by it to prime banks in the London interbank market, on that
date and at that time, that is representative of single transactions at that time. If at least two quotations are provided, LIBOR will be the
arithmetic average of the quotations provided. Otherwise, we will select three major banks in New York City and the calculation agent shall
request each of them to provide a quotation of the rate offered by them at approximately 11:00 a.m., New York City time, on the interest
determination date for loans in U.S. dollars to leading European banks having an index maturity of three months for the applicable interest
period in an amount of at least $1,000,000 that is representative of single transactions at that time. If three quotations are provided, LIBOR will
be the arithmetic average of the quotations provided. Otherwise, the rate of LIBOR for the next interest period will be set equal to the rate of
LIBOR for the then current interest period.

Upon request fro
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