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PART 1

This annual report contains statements that discuss future events or expectations, projections of results of operations
or financial condition, changes in the markets for our products and services, trends in our business, business prospects
and strategies and other “forward-looking” information. In some cases, you can identify ‘“forward-looking statements” by
words like “may,” “will,” “should,” “expects,” “plans,” “anticipates,” “believes,” “estimates,” “predicts,” “intends,” “potential
the negative of those words and other comparable words. These statements may relate to, among other things,
adoption of next-generation network technology and software programmability and control of networks; our
competitive landscape; factors impacting our industry; factors impacting the businesses of network operators and their
network architectures; our corporate strategy, including our research and development, supply chain and go-to-market
initiatives; efforts to increase application of our solutions in customer networks and to increase the reach of our
business into new or growing customer and geographic markets; our backlog and seasonality in our business; our
acquisition of Cyan, Inc. and its impact on our business and results of operations; expectations for our financial
results, revenue, gross margin, operating expense and key operating measures in future periods; the adequacy of our
sources of liquidity to satisfy our working capital needs, capital expenditures, and other liquidity requirements;
business initiatives including real estate and IT transitions or initiatives; and market risks associated with financial
instruments and foreign currency exchange rates. These statements are subject to known and unknown risks,
uncertainties and other factors, and actual events or results may differ materially due to factors such as:
our ability to execute our business and growth strategies;
fluctuations in our revenue and operating results and our financial results generally;
the loss of any of our large customers, a significant reduction in their spending, or a material change in their
networking or procurement strategies;
the competitive environment in which we operate;
market acceptance of products and services currently under development and delays in product or software
development;
lengthy sales cycles and onerous contract terms with communications service providers, Web-scale providers and
other large customers;
product performance problems and undetected errors;
our ability to diversify our customer base beyond our traditional customers and broaden the application for our
solutions in communications networks;
the international scale of our operations and fluctuations in currency exchange rates;
our ability to accurately forecast demand for our products for purposes of inventory purchase practices;
our ability to enforce our intellectual property rights, and costs we may incur in response to intellectual property right
infringement claims made against us;
the continued availability on commercially reasonable terms of software and other technology under third party
licenses;
failure to maintain the security of confidential, proprietary or otherwise sensitive business information or systems or
to protect against cyber security attacks;
the performance of our third party contract manufacturers;
changes or disruption in components or supplies provided by third parties, including sole and limited source suppliers;
our ability to effectively manage our relationships with third party service partners and distributors;
unanticipated risks and additional obligations in connection with our resale of complementary products or technology
of other companies;
our exposure to the credit risks of our customers and our ability to collect receivables;
modification or disruption of our internal business processes and information systems;
the effect of our outstanding indebtedness on our liquidity and business;
fluctuations in our stock price and our ability to access the capital markets to raise capital;
uananticipated expenses or disruptions to our operations caused by facilities transitions or restructuring activities;
tnability to attract and retain experienced and qualified personnel;
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disruptions to our operations caused by strategic acquisitions and investments or the inability to achieve the expected
benefits and synergies of newly-acquired businesses;

our ability to integrate Cyan, Inc. into our operations and to use that acquisition to grow our software business;
changes in, and the impact of, government regulations, including with respect to: the communications industry
eenerally; the business of our customers; the use, import or export of products; and the environment, potential climate
change and other social initiatives;

tmpairment charges caused by the write-down of goodwill or long-lived assets;

our ability to maintain effective internal controls over financial reporting and liabilities that result from the inability to
comply with corporate governance requirements; and
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adverse results in litigation matters.

These are only some of the factors that may affect the forward-looking statements contained in this annual report. For
a discussion identifying additional important factors that could cause actual results to vary materially from those
anticipated in the forward-looking statements, see “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” and “Risk Factors” in this annual report. You should review these risk factors for a more complete
understanding of the risks associated with an investment in our securities. However, we operate in a very competitive
and rapidly changing environment and new risks and uncertainties emerge, are identified or become apparent from
time to time. It is not possible for us to predict all risks and uncertainties that could have an impact on the
forward-looking statements contained in this annual report. You should be aware that the forward-looking statements
contained in this annual report are based on our current views and assumptions. We undertake no obligation to revise
or update any forward-looking statements made in this annual report to reflect events or circumstances after the date
hereof or to reflect new information or the occurrence of unanticipated events, except as required by law. The
forward-looking statements in this annual report are intended to be subject to protection afforded by the safe harbor
for forward-looking statements contained in the Private Securities Litigation Reform Act of 1995.

Item 1. Business
Overview

We are a network specialist focused on providing communications networking solutions that enable a wide range of
network operators to adopt next-generation architectures. We have optimized our business and solutions to enable
network operators to create and deliver the broad array of high-bandwidth services relied upon by enterprise and
consumer end users. We provide equipment, software and services that support the transport, switching, aggregation,
service delivery and management of voice, video and data traffic on communications networks. In addition to our
high-capacity hardware platforms, we offer network management and control software platforms that help network
operators simplify and automate their networks and virtualize certain network functions. Our solutions are designed to
enable network operators to adopt open, multi-vendor, software-programmable network infrastructures that improve
automation, reduce network complexity and flexibly support changing service requirements. Our solutions yield
business and operational value for our customers by enabling them to introduce new, revenue-generating services and
to reduce network complexity and expense.

Our Converged Packet Optical, Packet Networking and Optical Transport products are used, individually or as part of
an integrated solution, by communications service providers, cable and multiservice operators, Web-scale providers,
submarine network operators, governments, enterprises, research and education (R&E) institutions and other network
operators across the globe. Our products, which support applications from the network core to network access points,
allow network operators to scale capacity, increase transmission speeds, allocate traffic and adapt dynamically to
changing end-user service demands. Our software solutions are oriented around our Blue Planet software platform, a
modular, network virtualization, service orchestration and network management software platform designed to
simplify the creation, automation and delivery of services across multi-vendor and multi-domain network
environments. To complement our hardware and software solutions, we offer a broad range of network transformation
and related support services that help our customers design, optimize, deploy, manage and maintain their networks.

The rapid proliferation of communications services and devices, together with increased mobility, growth in video,
cloud-based services and data center interconnection, have fundamentally affected the bandwidth and service demands
placed upon communications networks. As the capacity of their network infrastructures are pressured, many network
operators also face a rapidly changing business environment and shifting competitive landscape. Newer market
entrants, such as cloud service and over-the-top content providers, are challenging certain traditional business models.
Our OP™ Architecture, which enables increased network scalability, flexibility and programmability, is designed to
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meet these challenges. It allows for network-level software applications to control and configure the network
dynamically, while flexible interfaces integrate computing, storage and other network resources. This approach
enables highly configurable network infrastructures that can meet the “on-demand” service requirements of both our
customers and their end-users. By enhancing software-based management and control, enabling network functions to
be provided virtually, and reducing required network elements, our OP™ approach optimizes network infrastructures.
At the same time, it increases network scale at reduced cost and simplifies the management, deployment and
orchestration of multi-vendor hardware and software elements. Our OP? Architecture, which underpins our solutions
offering and guides our research and development strategy, is described more fully in the “Strategy” section below.

Acquisition of Cyan, Inc.

4
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On August 3, 2015, we acquired Cyan, Inc. (“Cyan”), a leading provider of software-defined networking (SDN),
network functions virtualization (NFV), and metro packet-optical solutions, in a cash and stock transaction. See Note
2 to the Consolidated Financial Statements found in Item 8 of Part II of this annual report for information relating to
the terms of this transaction.

We believe that Cyan's best-in-class Blue Planet software platform will significantly strengthen our software offering
and accelerate the strategy behind our OP" network approach. The Blue Planet software platform offers multi-vendor
network and service orchestration and next-generation network management software solutions designed to automate,
orchestrate, and manage the lifecycle of virtualized services across data centers and the wide area network (WAN).
Further strengthening our leadership in packet-optical hardware solutions, Cyan also brings a metro packet-optical
business with a complementary base of key customers for its family of Z-Series high-capacity, multi-layer switching
and transport platforms. We believe that this strategic acquisition will accelerate our availability to offer a complete,
on-demand solution for virtualized networks and services in an open ecosystem, and will increase our opportunity to
play a leading role in the transformation of the network from the delivery of capacity to the creation of service
capability on-demand.

Certain Financial Information and Segment Data

We generated revenue of $2.4 billion in fiscal 2015, as compared to $2.3 billion in fiscal 2014. Sales to AT&T were

$423.5 million, or 18.5% of total revenue in fiscal 2014, and $487.8 million, or 19.9% of total revenue in fiscal 2015.

We did not have any other customers accounting for greater than 10% of our revenue in fiscal 2014 or fiscal 2015. For
more information regarding our results of operations, see “Management's Discussion and Analysis of Financial

Condition and Results of Operations” in Item 7 of Part II of this annual report. During fiscal 2015, we continued to
organize our operations into four separate operating segments: “Converged Packet Optical;” ‘“Packet Networking;” “Optical
Transport;” and “Software and Services.” See Notes 21 and 24 to the Consolidated Financial Statements found in Item 8

of Part II of this annual report for information related to our segment results for fiscal 2015 and our updated operating
segments for fiscal 2016, respectively.

The matters discussed in this “Business” section should be read in conjunction with the Consolidated Financial
Statements found in Item 8 of Part II of this annual report, which include additional financial information about our
operating segments, total assets, revenue, measures of profit and loss, and financial information about geographic
areas and customers representing greater than 10% of revenue.

Corporate Information and Access to SEC Reports

We were incorporated in Delaware in November 1992 and completed our initial public offering on February 7, 1997.
Our principal executive offices are located at 7035 Ridge Road, Hanover, Maryland 21076. Our telephone number is
(410) 694-5700, and our website address is www.ciena.com. We make our annual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports, available free of charge in the
“Investors” section of our website as soon as reasonably practicable after we file these reports with the Securities and
Exchange Commission (the “SEC”). We routinely post the reports above, recent news and announcements, financial
results and other important information about our business on our website at www.ciena.com. Information contained
on our website is not a part of this annual report.

Industry Background

The markets in which we sell our communications networking solutions have been subject to significant changes in
recent years. Network operators face rapid growth in network traffic, technology convergence and evolving
cloud-based service offerings and end-user demands. Increased connectivity and growing demand for bandwidth and
expanded service requirements have created significant demands on the network infrastructures of many network
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operators. While network operators seek to grow revenue and manage the costs of their network, many face
competitive pressures that challenge their business models. These pressures include new market entrants, such as
Web-scale providers, and competing business models. We believe that these dynamics, and the need to adapt to
changing business conditions, are creating an environment that will cause network operators to increasingly adopt
infrastructures that are more open, programmable and automated. We also believe that these conditions will require
network operators and vendors alike to seek to utilize an open ecosystem of physical and virtual network resources
provided by a variety of third parties, driving increased openness and interoperability of network infrastructures.

Network Traffic Growth Driving Increased Capacity Requirements and Transmission Speeds
Optical networks, which carry voice, video and data traffic using multiple wavelengths of light across fiber optic
cables, have experienced a multi-year period of strong traffic growth. Increased network traffic is being driven by

significant technology shifts including:
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Growth in Mobile Devices and Applications. Traffic from mobile applications, including Internet, video and data
services, has expanded with the proliferation of smartphones, tablets and other wireless devices.

Adoption and Reliance upon Bandwidth-Intensive Applications. Business customers are increasingly dependent upon
enterprise services and data center connectivity that facilitate global operations, employee mobility and access to
eritical business applications and data. At the same time, consumer-oriented applications and adoption of broadband
technologies, including peer-to-peer Internet applications, video services, and multimedia downloads, have added to
network traffic demands.

Growth in Cloud Computing and Content Delivery. Enterprises and consumers are continuing to adopt cloud-based
technologies and service offerings that host key applications, store data, enable the viewing and downloading of
content, and utilize on-demand computing resources.

We believe that this traffic growth will require network operators to adopt higher capacity networks with increased
transmission speeds, particularly in regional and metropolitan networks and switching applications.

Changes Impacting our Network Operator Customers

We believe the following are illustrative of the significant technology and service changes impacting the businesses of
network operators and their design and adoption of next-generation network infrastructures.

“Cloud” Services. Cloud services are characterized by the sharing of remotely hosted computing, storage and network
resources across a network to improve economics through higher utilization of networked elements. Prevalent
cloud-based services include Platform as a Service (PaaS), Software as a Service (SaaS) and Infrastructure as a
Service (IaaS). Through cloud-based arrangements, smaller enterprises and consumers can subscribe to an expanding
range of services to replace locally-housed computing and storage requirements. Larger enterprises and data center
operators can use private clouds to consolidate their own resources and public clouds to accommodate peak demand
situations, sometimes in combination. Today, infrastructures exist to dynamically allocate centralized storage and
computing resources from the cloud to end users and network architectures must be capable of being adapted in real
time to changing capacity requirements and locations.

Mobility. Smart mobile devices and tablets that deliver integrated voice, audio, photo, video, email and mobile
Internet capabilities are rapidly changing the services and data traffic carried by wireless networks. Because most
wireless traffic ultimately travels over a wireline network in order to reach its destination, growth in mobile
communications continues to place demands upon wireline networks. As a result, network architectures must be able
to adapt and scale capacity cost-effectively to address a changing mix of end user services.

Over-the-Top (OTT) Content. Providers of OTT content are challenging the business models of certain network
operators. OTT content refers to video, television and other services delivered directly from the content provider to
the viewer or end user. These services are delivered and the Internet connections are provided by a different network
operator than the content provider. OTT content is imposing significant demands upon the infrastructures of
communications service providers and multi-service operators as bandwidth-intensive traffic associated with this
content continues to grow.

On-Demand Services. The application-centric, cloud-driven world is changing user bandwidth consumption patterns.
Network service users want to be connected to content and bandwidth whenever they desire, leading to less
predictable traffic patterns and usage. To address this trend, many network operators are looking to adopt
programmable network infrastructures that enable them to dynamically shift and allocate resources, on demand.

10
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Internet of Things. As the number of networked connections between devices and servers grows, machine-to-machine
(M2M)-related traffic is expected to represent an increasing portion of traffic in what some refer to as the “Internet of
Things”. These device-to-device connections can provide value-added services and allow users to share data that can
be monitored and analyzed by applications residing on various devices. We expect service traffic relating to the
interconnection of machines or devices to grow as Internet and cloud-based content delivery, smartgrid applications,
health care and safety monitoring, resource/inventory management, home entertainment, consumer appliances and
other mobile data applications become more widely adopted.

Network Transition to Open, Software Programmable Network Architectures

6
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By leveraging software programmability, network operators can adapt more quickly to changing end-user demands,
provide network functions virtually on demand, and enable more efficient service delivery. We expect network
operators increasingly to look to adopt networking strategies, including one or more of the following, that rely upon
software to enable more open and programmable network infrastructures:

Software-Defined Networking (SDN). In traditional networking approaches, network resources are managed
individually, focusing on the needs of a particular network element instead of the needs of the applications that
network element enables. SDN seeks to separate or abstract that control from individual network elements, replacing
it with a standard network control protocol. The result provides end-to-end visibility of network flows, enabling the
ability to optimize traffic paths and programmatically control data flows through a network. SDN seeks to simplify
networks, creating more open environments that ease manageability, support automation, and more quickly deliver
customized services to end users.

Network Function Virtualization (NFV). Virtualization is the decoupling of physical IT or communications assets
from the services or capabilities they can provide. These virtualization principles — previously applied to computing
and storage resources — are now being applied to communications networks, with certain hardware-based network
functions now capable of being virtualized and enabled via software. Through NFV, network operators can eliminate
costly, single-function or dedicated network appliances, such as firewalls and wide area network (WAN) accelerators,
and obtain the same functionality provided by those appliances virtually over centralized, generic servers. We believe
that NFV can decrease power and space requirements, reduce cost, and improve network flexibility.

We believe that network operator adoption of these approaches and similar efforts to increase network software
programmability and control of communications networks will require network operators and vendors alike to
increasingly look to utilize an ecosystem of physical and virtual network resources provided by multiple third parties.
We expect that these network architectural approaches, in turn, will drive increased openness and interoperability of
multi-vendor, multi-domain network environments, requiring an increased degree of cooperation among us and other
solutions providers, including our competitors.

Strategy

Our corporate strategy to capitalize on the market dynamics above, promote operational efficiency and drive the
profitable growth of our business includes the following initiatives:

Promote our OP™ Architecture. We intend to promote our OP™ Architecture as the preferred approach for network
operators to transition to next-generation networks and address the industry dynamics described above. Our OP»
Architecture enables a programmable infrastructure that brings together the reliability and capacity of optical
networking with the flexibility and economics of packet networking technologies. Our OP™ Architecture leverages this
convergence to enable network operators to scale their networks efficiently and cost effectively, while applying
advanced software-based network management and control for enhanced programmability. The software-driven
aspects of this architecture become increasingly important as we expect network operators increasingly to seek to
utilize an open ecosystem that enables multi-vendor and multi-domain network management and virtualized resources
required for next-generation network architectures. We see opportunities to drive the evolution of network
infrastructures by offering a portfolio of solutions, including our Blue Planet software platform, that can accelerate the
realization of our OP" Architecture.

Extend Technology Leaderships and Expand Application of Our Solutions. Our product development strategy is
focused on maintaining our technology leadership and expanding our role in customer networks to support service
delivery and additional network applications. Our research and development efforts seek to extend our existing
technologies, including our WaveLogic coherent optical processor for 200G and 400G optical transport, and to

12
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introduce terabit per second and greater transmission speeds. We are also focused on expanding high-capacity service
delivery capabilities in our Packet Networking and Converged Packet Optical products for metro networks, data

center interconnectivity and WAN applications. Separately, we are increasing the scale, density and capability of our
packet offerings, reducing power and space requirements, and enabling NFV capabilities for applications in metro
networks, user aggregation and data center connectivity. We are also focused on increasing software programmability
of networks and enabling network operators to automate and accelerate the creation and delivery of new, cloud-based
services. These efforts include investments in our Blue Planet software platform — which is designed to automate,
orchestrate, and manage physical network resources and virtualized services across data centers and the WAN —and its
integration across our portfolio and with additional third party network resources.

13
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Expand our Role and Reach through Go-to-Market Model. To address the industry dynamics described above, we
believe that it is important to secure customer relationships with a diverse set of traditional communications service
providers and Web-scale providers, as we expect that their purchasing and network decisions will become increasingly
interdependent. As such, our go-to-market model is focused on driving sales growth by diversifying our business with
existing customers and penetrating additional customer verticals and international markets.

Our sales and marketing efforts seek to promote increased sales to existing customers, particularly through
opportunities that expand our role or the application of our solutions within their network and business. We are
pursuing opportunities to increase adoption of our packet access and aggregation solutions, and to secure market share
of our Blue Planet software platform, including within our existing customers base. We are also focused on
opportunities to support metro aggregation, data center interconnectivity, managed services offerings, cloud-based
services, submarine networks, business Ethernet services and mobile backhaul. We intend to leverage our existing
customer relationships to increase sales and promote the adoption of our solutions as our customers scale and evolve
their networks.

We also intend to target important growth markets, including key customer market segments and geographies. Our
go-to-market strategy is focused on further penetrating Internet content providers, data center operators and other
emerging network operators that form the “Web-scale” marketplace. We intend to use our direct and indirect sales
channels to target and expand our sales with several other market verticals, including cable and multiservice operators,
submarine network operators, enterprise customers and in the government, research and education (R&E) markets.
We are also focused on securing additional communications service provider customers in outside of North America,
including in high-growth geographies such as Brazil and India. We believe that this is an important part of our
strategy and necessary for continued revenue growth. To leverage the geographic reach of our direct sales resources
and expand sales into key geographies, we have pursued channel and distribution opportunities, including our strategic
relationship with Ericsson, that enable sales through third parties, including service providers, systems integrators and
value-added resellers.

Optimize Business to Yield Operating Leverage. We are actively pursuing initiatives to improve our operating margin,
constrain operating expense and redesign certain business processes, systems, and resources. These initiatives include
portfolio optimization and engineering efforts to drive improved efficiencies in the design and development of our
solutions and supply procurement initiatives to ensure that our product cost model remains ahead of market-based
price erosion. We are also focused on transforming our supply chain, including efforts to reduce our material and
overhead costs, reduce customer lead times and improve inventory management and logistics. Our initiatives also
include significant investments in the re-engineering of company-wide enterprise resource planning platforms,
improved automation of key business processes and systems, and the off-shoring of certain business functions. We
seek to leverage these initiatives to promote the profitable growth of our business and to drive additional operating
leverage.

Customers and Markets

We sell our product and service solutions through direct and indirect sales channels to network operators in the
following customer and market segments.

Communications Service Providers

Our service provider customers include regional, national and international wireline and wireless carriers.
Communications service providers are our historical customer base and continue to represent a significant majority of
our revenue. We provide service providers with products from the wireline network core to its edge where end users
gain access. Our service provider solutions address growing bandwidth demand from multiservice traffic growth and
support key service provider offerings, including carrier-managed services, WAN consolidation, data center and

14
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inter-site connectivity, wireless backhaul and business Ethernet services.
Cable & Multiservice Operators (MSO)

Our customers include leading cable and multiservice operators in the United States and internationally. Our cable and
multiservice operator customers rely upon us for carrier-grade Ethernet transport and switching products and
high-capacity coherent optical transport. Our platforms allow cable operators to integrate voice, video and data
applications over a converged infrastructure and to scale their networking infrastructure to keep ahead of the
bandwidth and application demands of their subscribers. Our products support key cable applications, including
business Ethernet services, wireless backhaul, broadcast and digital video, voice over IP, and video on demand.

Web-scale Providers
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Our customers include a diverse range of Internet content providers focused on applications such as search, social
media, video, real-time communications and cloud-based offerings to consumers and enterprises. Customers within
this segment also include data center operators and other emerging network operators that are often focused on
virtualized infrastructure and Ethernet exchanges. These customers are sometimes collectively included in a customer
segment referred to as “Web-scale” providers or "Web 2.0." These customers often require massive scale, low latency,
reliability and performance to interconnect critical data centers and connect end users to network resources and
content.

Enterprise

Our enterprise customers include large, multi-site commercial organizations, including participants in the financial,
health care, transportation, utilities, energy and retail industries. Our products enable inter-site connectivity between
data centers, sales offices, manufacturing plants, retail stores and research and development centers, using an owned
or leased private fiber network or a carrier-managed service. Our products facilitate key enterprise applications
including IT virtualization, cloud computing, business Ethernet services, business continuity, online collaboration,
video conferencing, low latency networking and WAN encryption. Our products also enable our enterprise customers
to prevent unexpected network downtime and ensure the safety, security and availability of their data.

Government, Research and Education (R&E)

Our government customers include federal and state agencies in the United States as well as international government
entities. Our R&E customers include research and education institutions in the United States and abroad, as well as
communities or consortia including leaders in research, academia, industry and government. Customers in this
segment seek to take advantage of technology innovation, improve their information infrastructure and facilitate
increased collaboration. Our solutions feature ultra-high capacity required to meet the requirements of
supercomputing systems, as well as network assurance and security features required by customers in this space.

Submarine Network Operators

Our customers include service providers and consortia operators of submarine communications networks across the
globe. Our submarine line terminal equipment (SLTE) helps submarine network operators build new networks and
upgrade submarine networks to increase transmission speeds and capacity as they address rapid traffic growth,
including from Web-scale providers. In recent years, we have had market success in enabling operators to upgrade
terrestrial equipment located at the end of submarine networks, extending the value and life of their existing,
submerged plant infrastructure. As traffic growth continues globally, we believe that the same trends impacting the
terrestrial market will impact the submarine market, requiring further investment and the adoption of network
approaches that improve economies of scale, cost per bit and end-to-end latency.

Products and Services

Our product portfolio consists of our Converged Packet Optical, Packet Networking and Optical Transport products.
Our product offering also includes a suite of software solutions that unify our product portfolio and provide enhanced
network automation, software-defined management and control features, and NFV to enable efficient service delivery.
These products, together with our network transformation and support services offerings, allow us to offer

comprehensive solutions to customers that address their communications network priorities.

Converged Packet Optical

16



Edgar Filing: CIENA CORP - Form 10-K

Our Converged Packet Optical portfolio includes networking solutions optimized for the convergence of coherent
optical transport, OTN switching and packet switching.

Using our coherent optical transport technology, our 6500 Packet-Optical Platform provides a flexible and scalable
dense wavelength division multiplexing (DWDM) solution that adds capacity to core, regional and metro networks
and enables efficient transport at high transmission speeds. Our 6500 Packet-Optical Platform features our WaveLogic
coherent optical processors. The third generation of our custom silicon chipset is now in the market. WaveLogic
facilitates deployment over existing fiber plant (terrestrial and submarine), scales capacity to 40G, 100G and greater
transmission speeds, and minimizes the need for certain network equipment, such as amplifiers, regenerators and
dispersion compensation devices. Our 6500 Packet-Optical Platform also includes certain integrated switching
elements, addressing market demand for converged network features, functions and layers to drive more robust and
cost-effective network infrastructures. This platform, which includes

9
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several chassis sizes and a comprehensive set of line cards optimized for individual services or applications, can be
used throughout the network, from customer premises to metropolitan networks, to the regional core, where the need
for high capacity and carrier-class performance is essential.

This portfolio also includes our 5400 Family of products that provide packet switching capability to allocate network
capacity efficiently and enable rapid service delivery. Our 5430 Reconfigurable Switching System includes a family
of multi-terabit reconfigurable switching systems that utilize intelligent mesh networking to provide resiliency and
feature an integrated optical control plane to automate the provisioning and bandwidth control of high-capacity
services. These platforms flexibly support a mix of Carrier Ethernet/MPLS, OTN, WDM, and SONET/SDH switching
to facilitate the transition to a service-enabling infrastructure. Our CoreDirector® Multiservice Optical Switch and
5430 Reconfigurable Switching System offer multiservice, multi-protocol switching systems that consolidate the
functionality of an add/drop multiplexer, digital cross-connect and packet switch into a single, high-capacity
intelligent switching system. These products address both core and metro segments of communications networks and
support key managed services, including Ethernet/TDM Private Line and IP services.

In May 2015, we launched our Waveserver™ product. Waveserver is a stackable data center interconnect (DCI)
platform that allows network operators, including Web-scale providers and data center operators, to scale bandwidth
quickly and to support high-speed data transfer, virtual machine migration and disaster recovery/backup between data
centers. Waveserver is a specialized platform, purpose-built for connecting data centers within a single metro area. It
is optimized for the capacity, speed, space and power requirements of data center environments. Waveserver is
designed to leverage the data server user experience, with open application programming interfaces (APIs) and
server-like deployment, provisioning and programmability via smart devices. We believe this product expands our
role and market opportunity beyond our current Converged Packet Optical solutions offering and enables us to
diversify further our business through sales to additional customer verticals.

Our Converged Packet Optical solutions also include our family of Z-Series high-capacity, multi-layer switching and
transport platforms acquired from Cyan. Our Z-Series family is used in regional and metro networks and is designed
to support a variety of use cases including increasing capacity for optical transport, traffic aggregation at the network
edge and switching optimized for handoff at the network core.

Packet Networking

Our Packet Networking products allow customers to deliver new, revenue-generating services to consumer and
enterprise end users. These products have applications from the edge of metro and core networks, where they
aggregate traffic, to the access tiers of networks where they can be deployed to support wireless backhaul
infrastructures and to deliver business data services. Our Packet Networking products facilitate network simplicity and
cost effectiveness, including reduced costs associated with power and space, as compared to traditional IP routing
network designs. These solutions also enable a flexible and open architecture that reduces the complexity of growing
networks and enables network infrastructures to adapt to new service demands of end users.

Our Packet Networking portfolio includes our 8700 Packetwave platform, a multi-terabit packet switching platform
for high-density metro networks and inter-data center wide area networks. The 8700 combines high-capacity Ethernet
switching and optical transport technologies for both data center networks and metro networks, to help network
operators rapidly deliver cloud-based services, streaming video, and Internet content distribution, efficiently aggregate
users, and provide express connections to data centers. By increasing the traffic density while reducing power and
space requirements, the 8700 also enables network operators to reduce capital and operating expense associated with
their networks and to simplify service management and enablement.
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To date, revenue from our Packet Networking segment has been primarily related to our 3000 family of service
delivery switches and service aggregation switches, and our 5000 family of service aggregation switches. Our 3000
and 5000 families support the access and aggregation tiers of communications networks and have principally been
deployed to support business data services and wireless backhaul infrastructures. Employing sophisticated,
carrier-grade Ethernet switching technology, these products deliver “quality of service” capabilities, virtual local area
networking and switching functions, and carrier-grade operations, administration, and maintenance features. Our
Service-Aware Operating System (SAOS) software is employed in our Packet Networking and Converged Packet
Optical platforms to provide a common set of advanced Ethernet features and to incorporate key Operations,
Administration, and Maintenance (OA&M) features to support the network and service performance monitoring
requirements of large-scale Ethernet deployments. We believe our SAOS is a key differentiator in the market,
enabling reduced cost and improving operational efficiency from the network edge to core with consistent system and
service attributes.

10
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Optical Transport

Our Optical Transport products include stand-alone WDM and SONET/SDH-based optical transport solutions that
add capacity to core, regional and metro networks and enable cost-effective and efficient transport of voice, video and
data traffic at high transmission speeds. The products in this segment principally include the 4200 Advanced Services
Platform, Corestream® Agility Optical Transport System, 5100/5200 Advanced Services Platform, Common Photonic
Layer (CPL) and 6100 Multiservice Optical Platform. Our Optical Transport portfolio includes our traditional
SONET/SDH transport and data networking products, as well as certain enterprise-oriented transport solutions that
support storage and LAN extension, interconnection of data centers, and virtual private networks.

Software and Services

Historically, our software business has principally consisted of the development and licensing of element and network
management software and software-related services that support our hardware offerings. In connection with our
acquisition of Cyan during the fourth quarter of fiscal 2015, we unified the software resources and activities of both
companies under a single brand and comprehensive set of resources known as the "Blue Planet" division. This
division, which includes Ciena's former Agility division, is focused on providing next-generation, multi-vendor
network virtualization, service orchestration and management solutions. During fiscal 2015, our software revenue was
principally related to licensing of our element and network management solutions. The market relating to our Blue
Planet software platform and the other applications of our Blue Planet division is in the early stages. As such, a
number of features or functions associated with our Blue Planet software platform are in development, not generally
available, or have only recently been introduced, and revenue from our Blue Planet software division and its solutions
have been immaterial to date.

Blue Planet Software Platform and Network Management and Planning Solutions

Our Blue Planet software platform is a modular, network virtualization, service orchestration and network
management software platform that simplifies the creation, automation and delivery of services across multi-vendor
and multi-domain network environments. Blue Planet is multi-functional in that it is designed to simplify the
management, deployment and orchestration of hardware and software elements and services, from Ciena or third-party
vendors, based on the requirements of a network operator. Blue Planet utilizes a container-based, micro-services
software architecture that provides flexibility to support the following use cases from a unified software platform:

Management and Control Platform (MCP). Multi-layer WANSs have historically operated using multiple layer- and
vendor-specific management systems, with limited awareness of adjacent layers or network resources, resulting in
additional complexity and cost, and challenging network management. Through its automation, management and
control of multi-vendor and multi-layer network infrastructures, Blue Planet eliminates this complexity. Our MCP
solution enables network operators to visualize and control these disparate network elements through a unified
solution that incorporates open APIs and resource adapters to control a range of third-party network elements. We
believe our MCP solution can enable network operators to simplify their network environments and accelerate
end-to-end service delivery.

Multi-Domain Service Orchestration (MDSO). Network infrastructures are comprised of multiple technology layers
and domains — such as the data center, cloud, metro, access and core networks — and it is often complex for network
operators to offer services end-to-end in this environment. Blue Planet enables service orchestration across multiple
network (physical and virtual) domains and multiple hardware and software vendors. By using open APIs and
model-driven templates, Blue Planet integrates with third-party SDN controllers, element and network management
systems, and orchestration platforms. We believe our MDSO solution can enable network operators to minimize
vendor-specific management silos, reduce network complexity and enhance service management.
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NFV Orchestration (NFVO). To reduce their dependence upon single-purpose hardware platforms and accelerate the
time to market for new revenue-generating services, network operators are increasingly looking for solutions that
enable these functions through software that runs on industry-standard servers, network and storage platforms. Blue
Planet provides network operators with carrier-grade, NFV management and orchestration capabilities for
instantiating and managing virtualized network functions and data center resources. Blue Planet uses an open,
vendor-agnostic approach that allows network operators to select and scale those virtual network functions (VNFs)
they wish to offer to their end customers. We believe that our NFVO solution can enable network operators to
increase network programmability, reduce complexity and cost, and reduce time-to-market with new,
revenue-generating services.
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Our software portfolio also includes our SDN multi-layer WAN controller that spans network layers, our Navigate
path computation engine, and network-level software applications that enable WAN services over an open network
ecosystem. Our V-WAN application provides service providers the tools to offer enterprise, content, and cloud
services to end users in a more automated and self-service oriented manner. We also offer network-level software
applications, including Protect and Optimize, that enable network operators to improve reliability, to allow for more
rapid network restoration, and to better monetize cloud-based services.

Network Management Solutions and Software. Our software offerings include our element and network management
solutions and planning tools used by network operators. Our network management solutions currently include our
OneControl Unified Management System. This integrated network and service management solution supports our
Converged Packet Optical, Packet Networking and Optical Transport network elements from a single platform. It
offers end to end service creation, activation, and assurance to enable rapid deployment of next-generation services
and technologies under a single system. It provides visualization of fault and performance information for network
health status, and enables proactive network management. Our OneControl system integrates easily into
next-generation back office solutions and features a flexible and scalable deployment model. The OneControl
platform supports element and equipment management functions for large scale networks including as network
inventory, network element configuration backup, network element software delivery and security administration. In
addition to its network maintenance functions, OneControl also has a rich set of service management applications for
the provisioning and troubleshooting of wavelength, OTN and packet services.

Our element and network management software offering also includes a number of software solutions that support
installed base of network solution. These include:

ON-Center® Network & Service Management Suite, which provides network and service management for our
installed base of 4200 Advanced Services Platform and Corestream products;

Optical Suite Release, which provides network and service management for our installed base of traditional
SONET/SDH transport Optical Transport products;

Ethernet Services Manager which provides network and service management for our installed base of Packet
Networking products; and

Planet Operate, which provides network and service management for our installed base of Z-Series products acquired
from Cyan.

Our software suite also includes Ciena OnePlanner, a suite of planning tools advanced, multi-layer network design
and optimization tool that leverages Ciena’s extensive background in Layer 0 and Layer 1 control plane planning and
simulation, photonic system design, advanced algorithm research, and graphical user interface development into a
comprehensive and easy-to-use platform for network engineering and design. OnePlanner correlates data from
different network layers, allowing the network planner to easily see the association between services, facilities, and
equipment. OnePlanner’s modular architecture enables use of design and engineering modules with the Ciena
portfolio.

Global Services

To complement our product portfolio, we offer a broad suite of consulting and support services that help our
customers design, optimize, deploy, manage and maintain their communications networks. We believe that our broad
set of service offerings is an important component of our network specialist approach and a significant differentiator
from our competitors. We believe that our services offering and our close collaborative engagement with customers
provide us with valued insight into network and business challenges faced by our customers, enabling them to
modernize and gain value from their network infrastructures. Our services offerings enable us to work closely with our
customers in the assessment, planning, deployment, and transformation of their networks. We believe that our
customers place significant value on the strategic, consultative engagements afforded by our services offering and on
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our ability to partner with them through services-oriented solutions that address their network and business needs on
an individualized basis.

Our services and support portfolio includes the following offerings:

Deployment services, including turn-key installation and turn-up and test services;
Maintenance and support services, including:

helpdesk and technical support assistance;

spares and logistics management;

engineering dispatch and on-site professional services; and

equipment repair and replacement.
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Software-related services, including software subscription services, consulting, network migration and integration,
installation and upgrade support services, and technical support;

Network management and monitoring through network operations center (NOC) services; and

Project management services, including staging, site preparation and installation support activities.

We also provide training services to educate our customers and sales channels on the implementation, use,
functionality and support of our solutions. We provide the services above using a combination of Ciena technical
support engineers and qualified and authorized third party service partners.

Product Development

Our industry is subject to rapid technological developments, emerging service delivery requirements and shifts in
customer and end-user network demand. To remain competitive, we must continually enhance our product platforms
and add new features and functionality to ensure alignment with these changing dynamics. Our research and
development strategy has been to enable scalable, software-configurable network infrastructures that can dynamically
enable service delivery and provide an on-demand end-user experience. Our OP™ Architecture, which underpins our
solutions offering and guides our research and development strategy, leverages the convergence of optical and packet
technologies to increase network scale cost effectively, while emphasizing software-enabled programmability,
automation and open interfaces. Our product development initiatives include design and development work intended
to address growing opportunities for the application of our solutions, such as metropolitan networks, data center
interconnectivity, enterprise networking, and packet-based infrastructure solutions for high-capacity cloud-based
service delivery. To address these opportunities and promote our OP™ network vision, our current development efforts
are focused upon:

Developing products that enhance software-based network management, orchestration and function virtualization,
including:

Investments in our Blue Planet software platform to integrate across our portfolio, enable management of additional
third party network resources, and enhance orchestration across multi-vendor and multi-domain network
environments;

Extension of the NFV capabilities of Blue Planet to enable virtualization of additional network features or functions
traditionally supported by hardware elements;

$DN multi-layer WAN controller; and

Network-level applications that automate various network functions, support new service introduction and monetize
network assets.

€nhancing and extending our Packet-Optical and Packet Networking solutions, including:

€xtending our leadership in coherent transport platforms, at 100G, 200G and 400G;

Continued development of our WaveLogic coherent optical processor to improve network capacity, transmission
speed, spectral efficiency and reach;

Accelerating packet feature development and technology convergence upon our Converged Packet Optical platforms;
and

Expanding packet networking capabilities and features for our high-capacity Ethernet aggregation switches, for metro
and service aggregation applications, data center interconnection, cloud-service delivery, mobile backhaul and
business Ethernet services;

Designing products that enable network operators to achieve improved cost and efficiency, including with respect to
power, space and cost per bit.

Our research and development efforts are also geared toward portfolio optimization and engineering changes intended
to drive cost reductions across our platforms.
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We regularly review our existing solution offering and prospective development of new components, features or
products, to determine their fit within our portfolio and broader corporate strategy. We also assess the market demand,
technology evolution, prospective return on investment and growth opportunities, as well as the costs and resources
necessary to develop and support these products. To ensure that our product development investments and solutions
offerings are closely aligned with market demand, we continually seek input from customers and promote
collaboration among our product development, marketing and global field organizations. In some cases, where we
seek to utilize or gain access to complementary or emerging technologies or solutions, we may obtain such technology
through an acquisition or, alternatively, through initiatives with third parties pursuant to technology licenses, original
equipment manufacturer (OEM) arrangements and other strategic technology relationships or investments. In addition,
we participate in industry and standards organizations and, where appropriate, incorporate information from these
affiliations throughout the product development process.
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Within our global products group, we maintain a team of skilled engineers with extensive experience in the areas of
photonics, packet and circuit switching, network system design, and embedded operating system and network
management software. Our research and development expense was $383.4 million, $401.2 million and $414.2 million,
for fiscal 2013, 2014 and 2015, respectively. For more information regarding our research and development expense,
see “Management's Discussion and Analysis of Financial Condition and Results of Operations” in Item 7 of Part II of
this report.

Sales and Marketing

Within our global field organization, we maintain a direct sales presence that is organized geographically around the
following markets: (i) United States and Canada; (ii) Caribbean and Latin America; (iii) Europe, Middle East and
Africa; and (iv) Asia-Pacific. Within each geographic area, we may maintain specific teams or personnel that focus on
a particular region, country, customer or market vertical. These teams include sales management, account
salespersons, and systems engineers, as well as services professionals and commercial management personnel, who
ensure we operate closely with and provide a high level of support to our customers.

We also maintain a global channel program that works with resellers, systems integrators, service providers, and other
third party distributors who market and sell our products and services. Our third party channel sales include the
packet-optical resale element of our strategic relationship with Ericsson. We intend to pursue and foster targeted
strategic channel relationships in an effort to enable us to sell our products as a complement to the broader offering of
these vendors or integrators, including, in particular, in support of enterprise-oriented applications and cloud-based
services. We see opportunities to leverage our strategic channel relationships to address additional customer market
segments, additional applications for our solutions and growth geographies. We believe this strategy and our use of
third party channels afford us expanded market opportunities and reduce the financial and operational risk of entering
these additional markets.

To support our sales efforts, we engage in marketing activities intended to promote our brand, increase customer
awareness of our product, software and service offerings and drive demand generation. Our marketing strategy is
highly focused on building our brand, promoting our OPn network architecture and increasing customer adoption of
our solutions, particularly our Blue Planet software platform. Our marketing team supports Ciena’s sales efforts
through a variety of marketing vehicles, including direct customer interaction, industry events, public relations,
industry analysts, social media, trade shows, our website and other marketing channels for our customers and channel
partners.

Operations and Supply Chain Management

Operations personnel within our global products group manage our relationships with our third party manufacturers
and manage our supply chain. In addition, elements of our global products group team also address component
sourcing, product testing and quality, fulfillment and logistics relating to our sales, support and professional services,
and distribution efforts.

We utilize a global sourcing strategy that emphasizes procurement of materials and product manufacturing in lower
cost regions. We rely upon third party contract manufacturers, with facilities in Canada, Mexico, Thailand and the
United States, to manufacture, support and ship, our products, and therefore are exposed to risks associated with their
businesses, financial condition and the geographies in which they operate. We also rely upon these contract
manufacturers and other third parties to perform design and prototype development, component procurement, full
production, final assembly, testing and customer order fulfillment. Our manufacturers procure components necessary
for assembly and manufacture of our products based on our specifications, approved vendor lists, bills of materials
and testing and quality standards. Our manufacturers' activity is based on rolling forecasts that we provide to them to
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estimate demand for our products. This build-to-forecast purchase model exposes us to the risk that our customers will
not order those products for which we have forecast sales, or will purchase less than we have forecast. As a result, we
may incur carrying charges or obsolete material charges for components purchased by our manufacturers that are not
ultimately used. We work closely with our manufacturers to manage material, quality, cost and delivery times, and we
continually evaluate their services to ensure performance on a reliable and cost-effective basis.

We are currently using a direct order fulfillment model for the sale of several products, and we are engaged in
initiatives to expand this model to a broader set of products. This model allows us to rely on our third party contract
manufacturers to perform final system integration and testing prior to shipment of products from their facilities
directly to our customers. For certain products, we continue to perform a portion of the system assembly, software
application, final system integration and testing internally. We believe that our sourcing and manufacturing strategy
allows us to conserve capital, lower costs of product sales, adjust quickly to changes in market demand, and operate
without dedicating significant resources to manufacturing-related plant and equipment.
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Shortages or lack of availability of components that we rely upon have occurred and are possible. Our products
include some components that are proprietary in nature and only available from one or a small number of suppliers.
Significant time would be required to establish relationships with alternate suppliers or providers of such components.
We generally do not have long-term contracts with suppliers or contract manufacturers that guarantee supply of
components or manufacturing services. If component supplies become limited, production at a contract manufacturer
is disrupted, or if we experience difficulty in our relationship with a key supplier or contract manufacturer, we may
encounter manufacturing delays that could adversely affect our business and result of operations.

As part of our effort to optimize our operations, we continue to focus on driving cost reductions through sourcing,
design and engineering efforts, rationalizing our supply chain, outsourcing or virtualizing certain activities, and
consolidating distribution sites and service logistics partners. These efforts also include process optimization and
initiatives, such as vendor-managed inventory models, to drive improved efficiencies in our sourcing, logistics and
fulfillment.

Backlog

Generally, we make sales pursuant to purchase orders placed by customers under framework agreements that govern
the general commercial terms and conditions of the sale of our products and services. These agreements do not
obligate customers to purchase any minimum or guaranteed order quantities. Moreover, we are periodically awarded
business for new network opportunities or network upgrades following a selection process. In calculating backlog, we
only include (i) customer purchase orders for products that have not been shipped and for services that have not yet
been performed; and (ii) customer orders relating to products that have been delivered and services that have been
performed, but are awaiting customer acceptance under the applicable purchase terms. Generally, our customers may
cancel or change their orders with limited advance notice, or they may decide not to accept our products and services,
although both cancellation and non-acceptance are infrequent. Backlog may be fulfilled several quarters following
receipt of a purchase order, or in the case of certain service obligations, may relate to multi-year support period. As a
result, backlog should not necessarily be viewed as an accurate indicator of future revenue for any particular period.

Our backlog increased from $824 million as of October 31, 2014 to $1 billion as of October 31, 2015. Backlog
includes product and service orders from commercial and government customers combined. Backlog at October 31,
2015 includes approximately $260 million primarily related to orders for products and maintenance and support
services that are not expected to be filled or performed within fiscal 2016. Backlog at October 31, 2014 included
approximately $180 million primarily related to orders for products and maintenance and support services, that were
not expected to be filled within fiscal 2015. Because backlog can be defined in different ways by different companies,
our presentation of backlog may not be comparable with figures presented by other companies in our industry.

Seasonality

Like other companies in our industry, we have experienced quarterly fluctuations in customer activity due to seasonal
considerations. We typically experience reductions in order volume toward the end of the calendar year, as the
procurement cycles of some of our customers slow and network deployment activity by service providers is curtailed.
This period coincides with the first quarter of our fiscal year. This seasonality in our order flows can result in
somewhat weaker revenue results in the first quarter of our fiscal year. These seasonal effects may not apply
consistently in future periods and may not be a reliable indicator of our future revenue or results of operations.

Competition

Competition among communications network solution vendors remains intense. The markets in which we compete are
characterized by rapidly advancing technologies, introduction of new networking solutions and aggressive selling
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efforts to displace incumbent vendors and capture market share. Competition for sales of communications networking
solutions is dominated by a small number of very large, multi-national companies. Our competitors include
Alcatel-Lucent, Cisco, Fujitsu, Huawei, Juniper Networks, and ZTE. In April 2015, Nokia Corporation announced its
intent to acquire Alcatel-Lucent. Many of these competitors have substantially greater financial, operational and
marketing resources than Ciena, significantly broader