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PART I

The information in this annual report contains certain forward-looking statements, including statements related to
our business prospects, the markets for our products and services, and trends in our business that involve risks and
uncertainties. Our actual results may differ materially from the results discussed in these forward-looking statements.
Factors that might cause such a difference include those discussed in Risk Factors, =~ Management s Discussion
and Analysis of Financial Condition and Results of Operations,  Business and elsewhere in this annual report.
Item 1. Business
Overview

We are a provider of communications networking equipment, software and services that support the transport,
switching, aggregation and management of voice, video and data traffic. Our optical service delivery and carrier
Ethernet service delivery products are used individually, or as part of an integrated solution, in communications
networks operated by service providers, cable operators, governments and enterprises around the globe.

We are a network specialist targeting the transition of disparate, legacy communications networks to converged,
next-generation architectures, better able to handle increased traffic and deliver more efficiently a broader mix of
high-bandwidth communications services. Our products, with their embedded, network element software and our
unified service and transport management, enable service providers to efficiently and cost-effectively deliver critical
enterprise and consumer-oriented communication services. Together with our professional support and consulting
services, our product offerings seek to offer solutions that address the business challenges and network needs of our
customers. Our customers face an increasingly challenging and rapidly changing environment that requires them to
quickly adapt their business strategies and deliver new, revenue-creating services. By improving network productivity,
reducing operating costs and providing the flexibility to enable new and integrated service offerings, our offerings
create business and operational value for our customers.

Pending Acquisition of Optical and Carrier Ethernet Assets of Nortel Metro Ethernet Networks (MEN) Business

Following our emergence as the winning bidder in the bankruptcy auction, we agreed to acquire substantially all of
the optical networking and carrier Ethernet assets of Nortel s Metro Ethernet Networks (MEN) business for
$530 million in cash and $239 million in aggregate principal amount of 6% senior convertible notes due June 2017.
The terms of the notes to be issued upon closing are set forth in Note 22 of the Consolidated Financial Statements
found under Item 8 of Part II of this annual report. Nortel s product and technology assets to be acquired include:

long-haul optical transport portfolio;

metro optical Ethernet switching and transport solutions;

Ethernet transport, aggregation and switching technology;

multiservice SONET/SDH product families; and

network management software products.
In addition to these products, the acquired operations also include network implementation and support services. The
assets to be acquired generated approximately $1.36 billion in revenue for Nortel in fiscal 2008 and approximately
$556 million (unaudited) in the first six months of Nortel s fiscal 2009.

The pending acquisition encompasses a business that is a leading provider of next-generation, 40G and 100G
optical transport technology with a significant, global installed base. The acquired transport technology allows
network operators to upgrade their existing 10G networks to 40G capability, quadrupling capacity without the need
for new fiber deployments or complex network re-engineering. In addition to transport capability, the optical
platforms acquired include traffic switching and aggregation capability for traditional protocols such as SONET/SDH
as well as newer packet protocols such as Ethernet. A suite of software products used to manage networks built from
these technologies is also part of the transaction.

We believe that the transaction provides an opportunity to significantly transform Ciena and strengthen our
position as a leader in next-generation, automated optical Ethernet networking. We believe that the additional
resources, expanded geographic reach, new and broader customer relationships, and deeper portfolio of
complementary network solutions derived from the transaction will augment Ciena s growth. We also expect that the
transaction will add scale, enable operating model synergies and provide an opportunity to optimize our research and
development investment. We expect these benefits of the transaction will help Ciena to better compete with
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traditional, larger network vendors.
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We expect to make employment offers to at least 2,000 Nortel employees to become part of Ciena s global team of
network specialists. The transaction will significantly enhance our existing Canadian-based development resources,
making Ottawa our largest product and development center.

Given the structure of the transaction as an asset carve-out from Nortel, we expect that the transaction will result in
a costly and complex integration with a number of operational risks. We expect to incur integration-related costs of
approximately $180 million, with the majority of these costs to be incurred in the first 12 months following the
completion of the transaction. We also expect to incur significant transition services expense, and we will rely upon an
affiliate of Nortel to perform certain operational functions during an interim period following closing not to exceed
two years.

We expect this pending transaction to close in the first calendar quarter of 2010. If the closing does not take place
on or before April 30, 2010, the applicable asset sale agreements may be terminated by either party. Ciena has been
granted early termination of the antitrust waiting periods under the Hart-Scott-Rodino Act and the Canadian
Competition Act. On December 2, 2009, the bankruptcy courts in the U.S. and Canada approved the asset sale
agreement relating to Ciena s acquisition of substantially all of the North American, Caribbean and Latin American
and Asian optical networking and carrier Ethernet assets of Nortel s MEN business. Completion of the transaction
remains subject to information and consultation with employee representatives and employees in certain international
jurisdictions, an additional regional regulatory clearance and customary closing conditions.

Financial Overview  Fiscal 2009 and Effect of Market Conditions

Our results of operations for fiscal 2009 reflect the weakness, volatility and uncertainty presented by the global
market conditions that we encountered during the year. Our results reflect cautious spending among our largest
customers during fiscal 2009, as they sought to conserve capital, reduce debt or address uncertainties or changes in
their own business models brought on by broader market challenges. As a result, we experienced lower demand across
our customer base in all geographies, as well as lengthening sales cycles, customer delays in network build-outs and
slowing deployments. We generated revenue of $652.6 million in fiscal 2009, representing a 27.7% decrease from
fiscal 2008 revenue of $902.4 million. Net income decreased from $38.9 million, or $0.42 per diluted share, in fiscal
2008, to a loss of $581.2 million, or $6.37 per diluted share, in fiscal 2009, reflecting a goodwill impairment charge of
$455.7 million in the second quarter of fiscal 2009. We generated $7.4 million in cash from operations during fiscal
2009 compared to $117.6 million in cash from operations during fiscal 2008. For more information regarding our
results of operations and market conditions, see Management s Discussion and Analysis of Financial Condition and
Results of Operations in Item 7 of Part II of this annual report.

Business Segment Data and Certain Financial Information

We manage our business in one operating segment. The matters discussed in this Business section should be read
in conjunction with the Consolidated Financial Statements found under Item 8 of Part II of this annual report, which
includes additional financial information about our total assets, revenue, measures of profits 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 1201 Winterson Road, Linthicum, Maryland 21090. Our telephone
number is (410) 865-8500, and our web site 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 on the Investor Relations page of our web site as soon as reasonably practicable after we file these reports with
the Securities and Exchange Commission (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 web site is not a part of this annual report.

Industry Background

The markets in which we sell our equipment and services have been subject to dynamic changes in recent years,
including increased competition, growth in traffic, expanded service offerings, and evolving market opportunities and
challenges.
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Increased Network Capacity Requirements and Multiservice Traffic Driving Increased Transmission Speeds and
Flexible Infrastructures
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Today s networks are experiencing strong traffic growth and new service demands, especially in the access and
metro portions of wireline networks and the backhaul portions of wireless networks. Increasing use of and reliance
upon communications services by consumer and enterprise end users for a wide range of personal and business tasks,
and the expansion of high-bandwidth, wireline and wireless service offerings, are driving increased network capacity
requirements. Business customers seeking to improve automation, efficiency and productivity have become
increasingly dependent upon enterprise-oriented communications and data services. As their workforces are becoming
more mobile, enterprises are driving demand for seamless access to these business applications. In addition, enterprise
technology trends such as IT virtualization and cloud computing are also placing new capacity and service
requirements on networks. At the same time, with consumer adoption of broadband technologies, including
peer-to-peer Internet applications, video services, online gaming, music downloads and mobile web and data services,
an increasing portion of network traffic is consumer-driven. This shift presents a challenge to service providers
because, historically, consumers pay a lower price for their bandwidth usage than enterprises, yet they are becoming a
bigger portion of overall traffic demand. All of these factors are requiring networks to be more flexible, scalable and
cost effective.

This traffic growth is driving networks to achieve increased transmission speeds, including the emergence of 40G
and 100G optical transport technology. The growing mix of high-bandwidth traffic, and an increasing focus on
controlling network costs, is also driving a transition from multiple, disparate networks based on SONET/SDH to
more efficient, converged, multi-purpose Ethernet/IP-based network architectures. As a global standard that is widely
deployed, we believe that Ethernet is an ideal technology for reducing cost and consolidating multiple services on a
single network. The industry has seen network technology transitions like this in the past. These large investment
cycles tend to happen over multi-year periods. For instance, from the mid 1980s to the mid 1990s, service providers
focused network upgrades on the transition required to digitize voice traffic. From the mid 1990s to the mid 2000s,
service providers focused network upgrades on the transition to SONET/SDH networks designed to reliably handle
substantially more network traffic. We believe that the industry is currently in the early stages of network transition to
multi-purpose Ethernet/IP-based network architectures that more efficiently handle the growing mix of multiservice
traffic. We see opportunities in providing a portfolio of carrier class solutions that facilitate this transition to
automated optical Ethernet networks.

Wireless Networks

Several years ago, data surpassed voice as the dominant traffic on wireline networks. This transition drove
substantial investment as service providers upgraded their wireline infrastructure to accommodate higher bandwidth
requirements and new usage patterns associated with new applications and service offerings. A similar shift is now
occurring in wireless networks. The emergence of smart mobile devices that deliver integrated voice, audio, photo,
video, email and mobile web capabilities, like Apple s iPhone , are rapidly changing the kind of traffic carried by
wireless networks. Like the wireline networks before them, wireless networks initially were constructed principally to
handle voice traffic, not the higher bandwidth, multiservice traffic that has grown in recent years. As a result, wireless
networks are undergoing significant change as they evolve from today s second and third generation (2G and 3G)
networks to include 4t generation (4G) technologies, such as WiMax and LTE, intended to support data rates in the
hundreds of megabits per second. This evolution, together with growing mobility and expanding wireless applications,
will require upgrades to existing wireless infrastructure, including wireline backhaul of mobile traffic.

Increased Competition Among Communications Service Providers and Effect on Network Investment

Competition continues to be fierce among communications services providers, particularly as traditional
telecommunications companies and cable operators look to offer a broader mix of revenue-generating services.
Service providers face new competitors, new technologies and intense price competition while traditional sources of
revenue from voice and enterprise data services are under pressure. These dynamics place increased scrutiny and
prioritization of network spending and heightened focus on the return on investment of enhancing existing
infrastructures or building new communications networks. Service providers need to create and rapidly deliver new,
robust service offerings and dedicated communications at increasing speeds to differentiate from competitors and
grow their business. At the same time, they are increasingly seeking ways to reduce their network operating and
capital costs and create new service offerings profitably. By utilizing scalable networks that are less complex, less
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expensive to operate and more adaptable, service providers can derive increased value from their network investments
through the profitable and efficient delivery of new services.
Changes in Sourcing and Procurement Strategies
Challenging market conditions and the effects of the competitive landscape described above have only increased

efforts among service providers to control network infrastructure costs. These conditions have resulted in the
emergence of new sourcing and procurement strategies among service providers. Some of our customers have recently
undertaken efforts to outsource entirely the building, operation and maintenance of their networks to suppliers or
integrators. Others have
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indicated a procurement strategy to reduce the number of vendors from which they purchase equipment. We have also
experienced customer efforts to seek vendor financing or other purchasing mechanisms intended to minimize or defer
capital expenditures, or address business needs related to inventory levels, lead times and operating costs. We believe
that changes in procurement strategies, particularly among our largest customers, will present opportunities, as well as
significant challenges, for equipment providers like us. In particular, we see our consultative approach and expanded
professional services offering as a key differentiator to help strengthen the strategic role we play in our customer s
networks.
Carrier-Managed Services and Private Networks
Enterprises are increasingly requiring additional bandwidth capacity to support data interconnection, facilitate
global expansion of operations, enable employee mobility and utilize video services. As information technology and
communications services have taken on a strategic role in operations, enterprises and government agencies have
become more concerned about network reliability and security, business continuity and disaster recovery. Many
enterprises have also had to address industry-specific compliance and regulatory requirements. These changing
requirements have driven service providers to ensure that their network infrastructures and service offerings can meet
the changing needs of their largest customers. As a result, service providers offer a wide range of enterprise-oriented,
carrier-managed services. In addition to this expansion of carrier-managed services, a number of large enterprises,
government agencies and research and education institutions have decided to forego carrier-managed communications
services in favor of building their own, secure private networks, some on a global scale.
Shift in Value from Networks to Applications
In the past, enterprises and consumers perceived value in network connectivity. These end users of networks now
place a higher value on the services or applications accessed and delivered over the network. As a result, service
providers need to create, market and sell profitable services as opposed to simply selling connectivity. Some examples
of applications causing this shift in value include:
Virtualization. Virtualization moves a physical resource from a user s desktop into the network, thereby
making more efficient use of information technology resources. Virtualization has many appealing attributes
such as lowering barriers of entry into new markets, and even adding flexibility to scale certain aspects of a
business faster and with less expense.
Software as a Service. Software as a service involves the sale of an application hosted as a service provided
to end users, replacing standardized applications for virtualized services and, in some cases, replacing
aspects of the traditional IT infrastructure. By way of example, traditional customer relationship
management applications can be replaced with services such as Salesforce.com .
Mobility. The increase in availability and improved ease of use of web-based applications from mobile
devices expands the reach of virtualized services beyond a wireline connection. For instance,
consumer-driven video and gaming are being virtualized, allowing broad access to these applications,
regardless of the device or the network used.
We believe these shifts will require communications network infrastructures to be able to be more automated, robust
and flexible.
Strategy
Our strategy has evolved to enable our customers to deal with the challenges and industry trends discussed above.
We started in the 1990s as a provider of intelligent optical transport solutions. Our focus was on making the transport
network scalable, flexible and resilient through software-enabled automation. We enabled a new generation of mesh
networking that allowed for new, tiered services and reduced network operating expenditures. We then combined the
economics of Ethernet with our heritage of resilient optics, creating connection-oriented Ethernet products and
features with carrier-grade performance. We are entering a new stage of our strategic evolution with a focus on
enabling service delivery. For service providers, new services drive revenue growth. For enterprises, new services
support strategic business needs and improve operational efficiency.
Our vision is to enable a service-driven network that is automated and programmable remotely via software.
Programmable networks allow our customers to adapt and scale as their business models, services mix and market
demands change. Through our current product portfolio and ongoing research and development efforts, we seek to

11
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provide networking solutions, including hardware, embedded software and management software, that allow our
customers to rapidly and efficiently introduce and provision new revenue-generating services while enabling
operational cost savings. We believe our innovation will allow tomorrow s service-driven network to adapt and scale,
manage unpredictability, and eliminate barriers to new services. In providing these solutions, we aim to change
fundamentally the way our customers compete.

7
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Our vision of a service-driven network is based on three key building blocks of our FlexSelect Architecture:
Programmable network elements capable of being rapidly reconfigured by software applications;
Embedded and management software that increases automation; and
True Carrier Ethernet (TCE) technology to provide reliable, feature-rich and cost-effective Ethernet to
support a wider variety of services.

Through these technology elements, we seek to offer customers the means to automate delivery and management of a
broad mix of services and enable a software-defined, service-agnostic network that offers enhanced flexibility and is
more cost-effective to deploy, scale and manage.

Incorporating this approach to service-driven networks into our strategy, we are pursuing the following initiatives:
Maintain and extend technology leadership in the transition from legacy network infrastructures to
automated optical Ethernet networking;

Build upon our consultative approach and expand our professional services offerings to enhance the strategic
value we bring to customer relationships in their design, deployment and delivery of new services; and
Grow and diversify our customer base by expanding our geographic reach, addressing new
network applications and penetrating new market and customer segments.
Customers and Markets
Our customer base and the markets into which we sell our equipment, software and services have expanded in
recent years as new market opportunities have emerged and our product portfolio has grown to include additional
products in the metro and access portions of communications networks. The networking equipment needs of our
customers vary, depending upon their size, location, the nature of their end users and the applications or services that
they deliver and support. We sell our products and services through our direct sales force and third party channel
partners in the following markets:
Communications Service Providers
Our communications service provider customers include regional, national and international, wireline and wireless
carriers. These customers include AT&T, BT, Cable & Wireless, CenturyLink, Clearwire, France Telecom, Korea
Telecom, Qwest, Sprint, Tata Communications, Telmex, Verizon and XO Communications. Traditional
telecommunications service providers are our historical customer base and continue to represent the largest
contributor to our revenue. We provide service providers with products from the network core to the edge to enable
access. Our products enable service providers to rapidly provision new services and reduce network costs by
aggregating multiservice traffic, or additional capacity, over a converged network. Our network offering enables
service providers to support consumer demand for video delivery, broadband data and wireless broadband services,
while continuing to support legacy voice services. Our products also enable service providers to support private
networks and applications for enterprise users, including carrier-managed services, wide area network consolidation,
inter-site connectivity, storage and Ethernet services.
Cable Operators
Our customers include leading cable and multiservice operators in the U.S. and internationally. Our cable and
multiservice operator customers rely upon us for carrier-grade, optical Ethernet transport and switching equipment to
support enterprise-oriented services. Our platforms allow cable operators to integrate voice, video and data
applications over a converged infrastructure. Our products support key cable applications including broadcast and
digital video, voice over IP, video on demand and broadband data services.
Enterprise
Our enterprise customers include large, multi-site commercial organizations, including participants in the financial,
healthcare, transportation and retail industries. Our solutions can enable enterprises to achieve operational
improvements, increased automation and information technology cost reductions. We offer equipment, software and
services that facilitate wide area network consolidation, and storage extension for business continuity and disaster
recovery. 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
8
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applications including data, voice, video, Ethernet services, online collaboration, conferencing and other business
services. 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

Our government customers include federal and state agencies in the U.S. as well as government entities outside of
the U.S. Our customers also include domestic and international research and education institutions seeking to take
advantage of technology innovation and facilitate increased collaboration. Our products, software and services enable
these customers to improve network performance, capacity, security, reliability and flexibility. Our products also
enable government agencies and research and education institutions to build their own secure, private networks.
Products and Services

We offer a portfolio of communications networking equipment and management software that form the building
blocks of a service-driven network. Our product portfolio consists of our optical service delivery products and our
carrier Ethernet service delivery products. Together with our professional services, these offerings provide solutions to
address the business needs of our customers and the tools necessary to face the market and technological challenges
described above.

We have focused our product and service offerings on the following critical portions of the network: core
networking, full-service metro, managed services and enterprise, and mobile backhaul. In the network s core, we
deliver transport and switching equipment that creates an automated, dynamic optical infrastructure supporting a wide
variety of network services. In the metro portion of the network, we deliver a comprehensive, converged transport and
switching solution that manages circuits, wavelengths and packets. In managed services applications and enterprise
networks, we enable services including storage, data connectivity, video and Ethernet services. In wireless and
backhaul networks, we provide wireline and wireless carriers with the tools to migrate their networks to support
mobile data applications and enable Ethernet-based backhaul.

Underpinning our product offerings are some common technology elements, including the key building blocks of
our FlexSelect Architecture described above. These elements appear across our product portfolio and allow us to
create differentiated solutions by combining various products from the core to the edge of customers networks.
Optical Service Delivery

Our optical service delivery portfolio includes transport and switching platforms that act as automated optical
infrastructures for the delivery of a wide variety of enterprise and consumer-oriented network services. These products
address both the core and metro segments of communications networks, as well as key managed service and enterprise
applications.

Our principal core switching product is our CoreDirector® Multiservice Optical Switch. CoreDirector is a
multiservice, multi-protocol switching system that consolidates the functionality of an add/drop multiplexer, digital
cross-connect and packet aggregator, into a single, high-capacity intelligent switching system. CoreDirector s mesh
capability creates more efficient, more reliable networks. In addition to its application in core networks, CoreDirector
may also be used in metro networks for aggregation and forwarding of multiple services, including Ethernet/TDM
Private Line, Triple Play and IP services. In 2009, we introduced our CoreDirector-FS, an expansion of our
CoreDirector offering incorporating our FlexSelect technology elements. We also introduced our 5400 family of
reconfigurable switching systems. These multi-terabit Ethernet, OTN and TDM switching systems with integrated
transport functionality can be flexibly configured to implement a broad range of network elements including a
scalable optical cross-connect, feature-rich Carrier Ethernet switch, or a fully converged packet-optical transport and
switching system. These new platforms provide the capabilities and reliability of CoreDirector, while providing
service providers the ability to scale to higher capacities and transition to packet-based networks.

In nationwide networks, our switching elements are connected by a reliable long-haul transport infrastructure. Our
principal long-haul, core transport product is our CoreStream® Agility Optical Transport System. CoreStream Agility
is a flexible, scalable wavelength division multiplexing (WDM) solution that enables cost-effective and efficient
transport of voice, video and data related to a variety of services for core networks as well as regional and metro
networks.
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Our optical service delivery solution in metro and regional networks is our CN 4200® FlexSelect Advanced
Services Platform family. Our CN 4200 family of products provides optical transport, wavelength switching, TDM
switching and packet switching, and includes a reconfigurable optical add-drop multiplexer (ROADM), several
chassis sizes and a comprehensive set of line cards. Our CN 4200 platform is scalable and can be utilized from the
customer premises, where space and power are critical, to the metropolitan/regional core, where the need for high

capacity and carrier-class performance are essential.
9
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Our optical service delivery products also include enterprise-oriented transport and switching products designed for
storage and LAN extension, interconnection of data centers over distance, which, when used together with CN 4200,
enable virtual private networks. These products address key enterprise applications while reducing bandwidth usage
through hardware compression and efficient bandwidth utilization.

Carrier Ethernet Service Delivery

Our carrier Ethernet service delivery offering primarily consists of service delivery switching products and service
aggregation platforms. This offering also includes our legacy broadband access products for residential services.
These products allow customers to utilize the automation and capacity created by our optical service delivery products
in core and metro networks and to deliver new, revenue-generating services to consumers and enterprises. Our carrier
Ethernet service delivery products have applications from the edge of the metro/core network to the customer
premises.

Our service delivery and aggregation switches provide True Carrier Ethernet, a more reliable and feature rich type
of Ethernet that can support a wider variety of services. These products support the access and aggregation tiers of
communications networks, and are typically deployed in metro and access networks. Service delivery products are
often used at customer premises locations while aggregation platforms are used to combine service to improve
network resource utilization. Employing sophisticated carrier 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. In 2009, we introduced several additions to our service delivery and
aggregation offering intended to increase capacity for higher bandwidth user connections and a broader set of
aggregation and switching capabilities, such as enterprise locations, backhaul from wireless cell sites, multi-tenant
unit buildings and outside plant cabinets. Initial deployment of these products have principally been in support of
wireless backhaul deployments, including, in large part, 4G WiMax, and business data services.

Our principal products for consumer broadband are our CNX-5 Broadband DSL System and CNX-5Plus Modular
Broadband Loop Carrier. These broadband access platforms allow service providers to transition legacy voice
networks to support next-generation services such as Internet-based (IP) telephony, video services and DSL, and
enable cost-effective migration to higher bandwidth Ethernet network infrastructures.

Unified Software and Service Management Tools

Our optical service delivery and carrier Ethernet service delivery products include a shared suite of embedded
operating system software and network management software tools that serve to unify our product portfolio and
provide the underlying automation and management features. Our embedded operating system is a robust, service
aware operating system that improves network utilization and availability, while delivering enhanced performance
monitoring and reliability. ON-Center® Network & Service Management Suite, our integrated network and service
management software, is designed to simplify network management and operation across our portfolio. ON-Center
can track individual services across multiple product suites, facilitating planned network maintenance, outage
detection and identification of customers or services affected by network troubles. By increasing network automation,
minimizing network downtime and monitoring network performance and service metrics, our embedded operating
system software and network management software tools enable customers to improve cost effectiveness, while
increasing the performance and functionality of their network operations.

Consulting and Support Services

To complement our product portfolio, we offer a broad range of consulting and support services that help our
customers design, deploy and operationalize their services. We provide these professional services through our
internal services resources as well as through service partners. Our services portfolio includes:

Network analysis, planning and design;

Network optimization and tuning;

Project management, including staging, site preparation and installation activities;

Deployment services, including turnkey installation and turn-up and test services; and

Maintenance and support services, including helpdesk and technical assistance and training, spares and
logistics management, software updates, engineering dispatch, advanced technical support and hardware and
software warranty extensions.
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Product Development

Our industry is subject to rapid technological developments, evolving standards and protocols, and shifts in
customer demand. To remain competitive, we must continually enhance existing product platforms by adding new
features and functionality and introduce new product platforms that address next-generation technologies and facilitate
the transition to automated optical Ethernet networking. Our current development investments are focused upon:

Data-optimized switching solutions and evolution of our CoreDirector family and 5400 family of
reconfigurable switching solutions;

Extending and increasing capacity of our converged optical transport service delivery portfolio, including
100G transport technologies and capabilities;

Expanding our carrier Ethernet service delivery portfolio, including larger Ethernet aggregation switches;
and

Extending the value of our network management software platform across our product portfolio.

Our product development investments are driven by market demand and technological innovation, involving close
collaboration among our product development, sales and marketing organizations and input from customers. In some
cases, we work with third parties pursuant to technology licenses, OEM arrangements and other strategic technology
relationships or investments, to develop new components or products, modify existing platforms or offer
complementary technology to our customers. In addition, we participate in industry and standards organizations,
where appropriate, and incorporate information from these affiliations throughout the product development process.

We regularly review our product offerings and development projects to determine their fit within our portfolio and
broader strategy. We assess the market demand, prospective return on investment and growth opportunities, as well as
the costs and resources necessary to support these products or development projects. In recent years, our strategy has
been to pursue technology and product convergence that allows us to consolidate multiple technologies and
functionalities on a single platform, or to control and manage multiple elements throughout the network from a
uniform management system, ultimately creating more robust and cost-effective network tools. We have also shifted
our strategic development approach from delivering point products to comprehensive hardware, software and service
solutions that address the business needs of our customers.

Our research and development expense was $127.3 million, $175.0 million and $190.3 million for fiscal 2007,
2008 and 2009, 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

We sell our communications networking equipment, software and services through our direct sales resources as
well as through channel relationships. In addition to securing new customers, our sales strategy has focused on
building long-term relationships with existing customers that allow us to leverage our incumbency by extending
existing platforms and selling additional products to support new applications or facilitate new service offerings
throughout our customers network.

We maintain a direct sales presence through which we sell our product and service offerings into customer markets
in the following geographic locations: North America, Central and Latin America, Europe, Middle East and Africa,
and Asia-Pacific. Within each geographic area, we maintain regional and customer-specific teams, including sales
professionals, systems engineers and marketing, service and commercial management personnel, who ensure we
operate closely with and provide a high level of support to our customers.

We also maintain a channel program that works with resellers, systems integrators and service providers to market
and sell our products and services. Our third party channel sales and other distribution arrangements enable us to
leverage our direct sales resources and reach additional geographic regions and customer segments. Our use of
channel partners has been a key component in our sales to government, research and education and enterprise
customers. Some of our service provider customers also serve as channel partners through which we sell products and
services as part of their managed service offerings. We believe our channel strategy affords us expanded market
opportunities and reduces the financial risk of entering new markets and pursuing new customer segments.

In support of our sales efforts, we engage in marketing activities intended to position and promote both our brand
and our product, software and service offerings. Our marketing team supports sales efforts through direct customer
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interaction, industry events, public relations, general business publications, tradeshows, our website and other
marketing channels for our customers and channel partners.
11
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Manufacturing and Operations

Our manufacturing and operations personnel manage our relationships with our contract manufacturers, our supply
chain, our product testing and quality, and logistics relating to our sales and distribution efforts. We utilize a global
sourcing strategy that focuses on sourcing of materials in lower cost regions such as Asia. We also rely on contract
manufacturers, with facilities principally in China and Thailand, to perform the majority of the manufacturing for our
products. We believe that this 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.
We utilize a direct order fulfillment model for certain products. This allows us to rely on our contract manufacturers to
perform final system integration and test, prior to direct shipment of products from their facilities to our customers.
For certain product lines, we continue to perform a portion of the module assembly, final system integration and
testing.

Our contract manufacturers procure components necessary for assembly and manufacture of our products based on
our specifications, approved vendor lists, bill of materials and testing and quality standards. Our contract
manufacturers activity is based on rolling forecasts that we provide to them to 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 contract manufacturers. We work closely with our contract
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.

Shortages in 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 proprietary components. We do not have
long-term contracts with any supplier or contract manufacturer that guarantees 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.

Backlog

Generally, we make sales pursuant to purchase orders issued 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. At any given time, we have orders for products that have not
been shipped and for services that have not yet been performed. We also have products that have been delivered and
services that have been performed that are awaiting customer acceptance. Generally, our customers may cancel or
change their orders with limited advance notice, or they may decide not to accept these products and services. As a
result, backlogged orders should not be viewed as an accurate indicator of future revenue in any particular period. As
of October 31, 2008 and 2009, our backlog was approximately $301 million and $291 million, respectively. Backlog
includes product and service orders from commercial and government customers combined. Backlog at October 31,
2009 includes approximately $54 million primarily related to orders for maintenance and support services that we do
not reasonably expect to be filled within the next fiscal year. 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 have experienced reductions in customer order volume toward the end of calendar year
and again early in the calendar year as annual capital budgets are finalized. We have also experienced reductions in
order volume, particularly in Europe, during the late summer months. As a result of these seasonal effects, we have
experienced decreases in orders during our fiscal first quarter, which ends on January 31 of each year, and our fiscal
third quarter, which ends on July 31 of each year. These seasonal effects do not apply consistently and do not always
correlate to our financial results. Accordingly, they should not be considered a reliable indicator of our future revenue
or results of operations.

Competition
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Competition among providers of communications networking equipment, software and services is intense. The
markets for our products and services are characterized by rapidly advancing and converging technologies.
Competition in these markets is based on any one or a combination of the following factors:

product functionality and performance;

price;
12
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incumbency and existing business relationships;

development plans and the ability of products and services to meet customers immediate and future network
requirements;

flexibility and scalability of products;

manufacturing and lead-time capability; and

installation and support capability.

Competition for sales of communications networking equipment is dominated by a small number of very large,
multinational companies. Our competitors have included Alcatel-Lucent, Cisco, Ericsson, Fujitsu, Huawei, Nokia
Siemens Networks, Nortel and Tellabs. These competitors have substantially greater financial, operational and
marketing resources than us. Many of our competitors also have well-established relationships with large service
providers. In recent years, mergers among some of our larger competitors have intensified these advantages. Our
industry has also experienced increased competition from low-cost producers in Asia, which can contribute to pricing
pressure.

We also compete with several smaller, but established, companies that offer one or more products that compete
directly or indirectly with our offerings or whose products address specific niches within the markets we address.
These competitors include ADVA and Infinera. In addition, there are a variety of earlier-stage companies with
products targeted at specific segments of the communications networking market. These competitors often employ
aggressive competitive and business tactics as they seek to gain entry to certain customers or markets. Due to these
practices and the narrower focus of their development efforts, these competitors may be able to develop and introduce
products more quickly, or offer commercial terms that are more attractive to customers.

Patents, Trademarks and Other Intellectual Property Rights

We rely upon patents, copyrights, trademarks, and trade secret laws to establish and maintain proprietary rights in
our technology. We regularly file applications for patents and trademarks and have a significant number of patents and
trademarks in the United States and other countries where we do business. As of December 1, 2009, we had received
563 U.S. patents and had pending 189 U.S. patent applications. Of the patents that have been issued, the earliest any
will expire is March 19, 2010. We also rely on non-disclosure agreements and other contracts and policies regarding
confidentiality, with employees, contractors and customers to establish proprietary rights and protect trade secrets and
confidential information. Our practice is to require employees and consultants to execute non-disclosure and
proprietary rights agreements upon commencement of employment or consulting arrangements with us. These
agreements acknowledge our exclusive ownership of intellectual property developed by the individual during the
course of his or her work with us. The agreements also require that these persons maintain the confidentiality of all
proprietary information disclosed to them.

Enforcing proprietary rights, especially patents, can be costly and uncertain. Moreover, monitoring unauthorized
use of our technology is difficult, and we cannot be certain that the steps that we are taking will detect or prevent
unauthorized use, particularly as we expand our operations, product development and the manufacturing of our
products internationally, into countries that may not provide the same level of intellectual property protection as the
United States. In recent years, we have filed suit to enforce our intellectual property rights and have been subject to
several claims related to patent infringement. In some cases, resolution of these claims has resulted in our payment of
substantial sums. We believe that the frequency of patent infringement claims is increasing as patent holders,
including entities that are not in our industry and who purchase patents as an investment or to monetize such rights by
obtaining royalties, use such claims as a competitive tactic and source of additional revenue. Third party infringement
assertions, even those without merit, could cause us to incur substantial costs. If we are not successful in defending
these claims, we could be required to enter into a license agreement requiring ongoing royalty payments, we may be
required to redesign our products, or we may be prohibited from selling any infringing technology.

Our operating system, network and service management software and other products incorporate software and
components under licenses from third parties. We may be required to license additional technology from third parties
in order to develop new products or product enhancements. There can be no assurance that these licenses will be
available or continue to be available on acceptable commercial terms. Failure to obtain or maintain such licenses or
other rights could affect our development efforts, require us to re-engineer our products or obtain alternate
technologies, which could harm our business, financial condition and operating results.
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Environmental Matters
Our business and operations are subject to environmental laws in various jurisdictions around the world, including
the Waste Electrical and Electronic Equipment (WEEE) and Restriction of the Use of Certain Hazardous Substances
in Electrical and Electronic Equipment (RoHS)
13
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regulations adopted by the European Union. We seek to operate our business in compliance with such laws relating to
the materials and content of our products and product takeback and recycling. Environmental regulation is increasing,
particularly outside of the United States, and we expect that our domestic and international operations may be subject
to additional environmental compliance requirements, which could expose us to additional costs. To date, our
compliance costs relating to environmental regulations have not resulted in a material adverse effect on our business,
results of operations or financial condition.
Employees

As of October 31, 2009, we had 2,163 employees. None of our employees is represented by labor unions or
covered by a collective bargaining agreement. We have not experienced any work stoppages and we consider the
relationships with our employees to be good. We believe that our future success depends in critical part on our
continued ability to recruit, motivate and retain qualified personnel.
Directors and Executive Officers

The table below sets forth certain information concerning our directors and executive officers:

Name Age Position
Patrick H. Nettles, Ph.D. 66 Executive Chairman of the Board of Directors
Gary B. Smith 49 President, Chief Executive Officer and Director
Stephen B. Alexander 50 Senior Vice President, Chief Technology Officer
Michael G. Aquino 53 Senior Vice President, Global Field Operations
James E. Moylan, Jr. 58 Senior Vice President, Finance and Chief Financial
Officer
Andrew C. Petrik 46 Vice President and Controller
David M. Rothenstein 41 Senior Vice President, General Counsel and
Secretary
Arthur D. Smith, Ph.D. 43 Senior Vice President, Chief Integration Officer
Stephen P. Bradley, Ph.D. (2)(3) 68 Director
Harvey B. Cash (1)(3) 71 Director
Bruce L. Claflin (1)(2) 58 Director
Lawton W. Fitt (2) 56 Director
Judith M. O Brien (1)(3) 59 Director
Michael J. Rowny (2) 59 Director
Patrick T. Gallagher (2) 54 Director
(1) Member of the
Compensation
Committee

(2) Member of the
Audit
Committee

(3) Member of the

Governance and

Nominations

Committee

Our Directors hold staggered terms of office, expiring as follows: Ms. Fitt, Dr. Nettles and Mr. Rowny in 2010;

Ms. O Brien and Messrs. Cash and Smith in 2011; and Messrs. Bradley, Claflin and Gallagher in 2012. In accordance
with Ciena s bylaws, Mr. Gallagher will stand for election by shareholders at the 2010 annual meeting to serve the
remainder of the term above.

25



Edgar Filing: CIENA CORP - Form 10-K

Patrick H. Nettles, Ph.D. has served as a Director of Ciena since April 1994 and as Executive Chairman of the
Board of Directors since May 2001. From October 2000 to May 2001, Dr. Nettles was Chairman of the Board and
Chief Executive Officer of Ciena, and he was President and Chief Executive Officer from April 1994 to October 2000.
Dr. Nettles serves as a Trustee for the California Institute of Technology and serves on the board of directors of
Axcelis Technologies, Inc. and The Progressive Corporation. Dr. Nettles also serves on the board of directors of
Apptrigger, Inc., a privately held company.

Gary B. Smith joined Ciena in 1997 and has served as President and Chief Executive Officer since May 2001.

Mr. Smith has served on Ciena s Board of Directors since October 2000. Mr. Smith also serves on the board of
directors for CommVault Systems, Inc. Mr. Smith also serves as a member of the Global Information Infrastructure
Commission.

Stephen B. Alexander joined Ciena in 1994 and has served as Chief Technology Officer since September 1998 and
as a Senior Vice President since January 2000. Mr. Alexander has previously served as General Manager of Products
& Technology and General Manager of Transport and Switching and Data Networking.
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Michael G. Aquino joined Ciena in June 2002 and has served as Ciena s Senior Vice President, Global Field
Operations since October 2008. Mr. Aquino served as Senior Vice President of Worldwide Sales from April 2006 to
October 2008. Mr. Aquino previously held positions as Ciena s Vice President of Americas, with responsibility for
sales activities in the region, and Vice President of Government Solutions, where he focused on supporting Ciena s
relationships with the U.S. and Canadian government.

James E. Moylan, Jr. has served as Senior Vice President, Finance and Chief Financial Officer since
December 2007. From June 2006 to December 2007, Mr. Moylan served as Executive Vice President and Chief
Financial Officer of Swett & Crawford, a wholesale insurance broker. From March 2004 to February 2006,

Mr. Moylan served as Executive Vice President and Chief Financial Officer of PRG-Shultz International, Inc., a
publicly held recovery audit and business services firm. From June 2002 to April 2003, Mr. Moylan served as
Executive Vice President in charge of Composite Panels Distribution and Administration for Georgia-Pacific
Corporation s building products business. From November 1999 to May 2002, Mr. Moylan served as Senior Vice
President and Chief Financial Officer of SCI Systems, Inc., an electronics contract manufacturing company.

Andrew C. Petrik joined Ciena in 1996 and has served as Vice President, Controller since August 1997.

David M. Rothenstein joined Ciena in January 2001 and has served as Senior Vice President, General Counsel and
Secretary since November 2008. Mr. Rothenstein served as Vice President and Associate General Counsel from
July 2004 to October 2008 and previously as Assistant General Counsel.

Arthur D. Smith, Ph.D. joined Ciena in May 1997 and has served as Chief Integration Officer since
December 2009. Dr. Smith assumed this new role in support of the substantial integration effort associated with our
acquisition of substantially all of the optical networking and carrier Ethernet assets of Nortel s Metro Ethernet
Networks (MEN) business. Dr. Smith previously served as Ciena s Chief Operating Officer from October 2005 to
December 2009. Dr. Smith served as Senior Vice President, Global Operations from September 2003 to
October 2005. Previously, Dr. Smith served as Senior Vice President, Worldwide Customer Services and Support
from June 2002 to September 2003.

Stephen P. Bradley, Ph.D. has served as a Director of Ciena since April 1998. Professor Bradley is the William
Ziegler Professor of Business Administration at the Harvard Business School. A member of the Harvard faculty since
1968, Professor Bradley is also Chairman of Harvard s Executive Program in Competition and Strategy: Building and
Sustaining Competitive Advantage. Professor Bradley serves on the board of directors of i2 Technologies, Inc. and the
Risk Management Foundation of the Harvard Medical Institutions.

Harvey B. Cash has served as a Director of Ciena since April 1994. Mr. Cash is a general partner of InterWest
Partners, a venture capital firm in Menlo Park, California, that he joined in 1985. Mr. Cash serves on the board of
directors of First Acceptance Corp., Silicon Laboratories, Inc. and Argonaut Group, Inc.

Bruce L. Claflin has served as a Director of Ciena since August 2006. Mr. Claflin served as President and Chief
Executive Officer of 3Com Corporation from January 2001 until his retirement in February 2006. Mr. Claflin joined
3Com as President and Chief Operating Officer in August 1998. Prior to 3Com, Mr. Claflin served as Senior Vice
President and General Manager, Sales and Marketing, for Digital Equipment Corporation. Mr. Claflin also worked for
22 years at IBM, where he held various sales, marketing and management positions, including general manager of
IBM PC Company s worldwide research and development, product and brand management, as well as president of
IBM PC Company Americas. Mr. Claflin also serves on the board of directors of Advanced Micro Devices
(AMD) where he is currently Chairman of the Board.

Lawton W. Fitt has served as a Director of Ciena since November 2000. From October 2002 to March 2005,

Ms. Fitt served as Director of the Royal Academy of Arts in London. From 1979 to October 2002, Ms. Fitt was an
investment banker with Goldman Sachs & Co., where she was a partner from 1994 to October 2002, and a managing
director from 1996 to October 2002. Ms. Fitt serves on the board of directors of Thomson Reuters Corporation,
Frontier Communications Corporation, The Progressive Corporation and Overture Acquisition Corp.

Judith M. O Brien has served as a Director of Ciena since July 2000. Since November 2006, Ms. O Brien has
served as Executive Vice President and General Counsel of Obopay, Inc., a provider of mobile payment services.
From February 2001 until October 2006, Ms. O Brien served as a Managing Director at Incubic Venture Fund, a
venture capital firm. From February 1984 until February 2001, Ms. O Brien was a partner with Wilson Sonsini
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Goodrich & Rosati, where she specialized in corporate finance, mergers and acquisitions and general corporate
matters.

Michael J. Rowny has served as a Director of Ciena since August 2004. Mr. Rowny has been Chairman of Rowny
Capital, a private equity firm, since 1999. From 1994 to 1999, and previously from 1983 to 1986, Mr. Rowny was
with MCI
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Communications in positions including President and Chief Executive Officer of MCI s International Ventures,
Alliances and Correspondent group, acting Chief Financial Officer, Senior Vice President of Finance, and Treasurer.
Mr. Rowny serves on the board of directors of Neustar, Inc.

Patrick T. Gallagher has served as a Director of Ciena since May 2009. Mr. Gallagher currently serves as
Chairman of Ubiquisys Ltd., a leading developer and supplier of femtocells for the global 3G mobile wireless market.
From January 2008 until February 2009, Mr. Gallagher was Chairman of Macro 4 plc, a global software solutions
company, and from May 2006 until March 2008, served as Vice Chairman of Golden Telecom Inc., a leading
facilities-based provider of integrated communications in Russia and the CIS. From 2003 until 2006, Mr. Gallagher
was Executive Vice Chairman and served as Chief Executive Officer of FLAG Telecom Group and, prior to that role,
held various senior management positions at British Telecom. Mr. Gallagher also serves on the board of directors of
Harmonic Inc. and Sollers JSC.

Item 1A. Risk Factors
Risks relating to our pending acquisition of certain Nortel Metro Ethernet Networks (MEN) Assets

Business combinations involve a high degree of risk. In addition to the other information contained in this report,
you should consider the following risk factors related to our pending acquisition of certain Nortel MEN assets before
investing in our securities.

The pending transaction may not be completed, may be delayed or may result in the imposition of conditions
that could have a material adverse effect on Ciena s operation of the business following completion.

In addition to customary closing conditions, completion of the pending transaction is conditioned upon the receipt
of certain governmental clearances or approvals that have not yet been obtained, including, without limitation, the
Investment Canada Act and regional bankruptcy approvals in France and Israel. Completion of the transaction is also
subject to information and consultation with employee representatives and/or employees in certain international
jurisdictions. Ciena has previously been granted early termination of the antitrust waiting period under the
Hart-Scott-Rodino Act and the Canadian Competition Act. There can be no assurance that these clearances and
approvals will be obtained and that previous clearances will be maintained. Third parties could petition to have
governmental entities reconsider previously granted clearances. In addition, the governmental entities from which
clearances and approvals are required may impose conditions on the completion of the transaction, require changes to
the terms of the transaction or impose restrictions on the operation of the business following completion of the
transaction. If the transaction is not completed, completion is delayed or Ciena becomes subject to any material
conditions in order to obtain any clearances or approvals required to complete the transaction, its business and results
of operations may be adversely affected and its stock price may suffer.

We may fail to realize the anticipated benefits and operating synergies expected from the transaction, which
could adversely affect our operating results and the market price of our common stock.

The success of the transaction will depend, in significant part, on our ability to successfully integrate the acquired
business and realize the anticipated benefits and operating synergies to be derived from the combination of the two
businesses. We believe that the additional resources, expanded geographic reach, new and broader customer
relationships, and deeper portfolio of complementary network solutions derived from the pending transaction will
accelerate the execution of our corporate and product development strategy and provide opportunities to optimize our
product development investment. Actual cost, operating, strategic and sales synergies, if achieved at all, may be lower
than we expect and may take longer to achieve than anticipated. If we are not able to adequately address the
integration challenges above, we may be unable to realize the anticipated benefits of the transaction. The anticipated
benefits of the transaction may not be realized fully or at all or may take longer to realize than expected. If we are not
able to achieve these objectives, the value of Ciena s common stock may be adversely affected.

Our pending acquisition will result in significant integration costs and any material delays or unanticipated
additional expense may harm our business and results of operations.

We expect the magnitude of the integration effort will be significant and that it will require material capital and
operating expense by Ciena. We currently expect that integration expense associated with equipment and information
technology costs, transaction expense, and consulting and third party service fees associated with integration, will be
approximately $180 million over a two-year period, with a significant portion of such costs anticipated to be incurred
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in the first year after completion of the transaction. This amount does not give effect to any expense related to, among
other things, facilities restructuring or inventory obsolescence charges. This amount also does not give effect to higher
operating expense associated with transition services described below. As a result, the integration expense we incur
and recognize for financial statement purposes could be significantly higher. Any material delays or unanticipated
additional expense may harm our business and results of operations.

16
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The integration of the acquired assets will be extremely complex and involve a number of risks. Failure to
successfully integrate our respective operations, including the underlying information systems, could
significantly harm our business and results of operations.

Because of the structure of the transaction, as an asset carve out from Nortel, upon completion of the transaction
we will not be integrating an entire enterprise, with the back-office systems and processes that make the business run,
when we complete this transaction. We must build the infrastructure and organizations, and retain third party services,
to ensure business continuity and to support and scale our business. Integrating our operations will be extremely
complex and there is no assurance that we will not encounter material delays or unanticipated costs that would
adversely affect our business and results of operations. Successful integration involves numerous risks, including:

assimilating product offerings and sales and marketing operations;

coordinating research and development efforts;

retaining and attracting customers following a period of significant uncertainty associated with the acquired
business;

diversion of management attention from business and operational matters;

identifying and retaining key personnel;

maintaining and transitioning relationships with key vendors, including component providers, manufacturers
and service providers;

integrating accounting, information technology, enterprise management and administrative systems which
may be difficult or costly;
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