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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-Q

(Mark one)
| QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended April 30, 2009
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission file number: 0-21969
Ciena Corporation
(Exact name of registrant as specified in its @rart
Delaware 23-2725311
(State or other jurisdiction of (I.LR.S. Employer Identification No.)
incorporation or organizatiol
1201 Winterson Road, Linthicum, MD 21090
(Address of Principal Executive Office (Zip Code)

(410) 865-8500
(Registrant’s telephone number, including area fode

Indicate by check mark whether the registrétjthas filed all reports required to be filed®gction 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requaodile such reports), and (2) has been
subject to such filing requirements for the pastiags. YESV NoQO

Indicate by check mark whether the registhe® submitted electronically and posted on its @@te Web site, if any, every Interactive C
File required to be submitted and posted pursuaRuie 405 of Regulation S-T during the precedifigrnbnths (or for such shorter period that
the registrant was required to submit and post §iles). YESO NOoO

Indicate by check mark whether the registrsuatlarge accelerated filer, an accelerated fderon-accelerated filer or a smaller reporting
company. See the definition of “large acceleratked,f “accelerated filer” and “smaller reportingmpany” in Rule 12b-2 of the Exchange Act.
Large accelerated file® Accelerated filerO Non-accelerated fileid Smaller reporting compani

(do not check if a smaller reporting company)

Indicate by check mark whether the registig@at shell company (as determined in Rule 12bth@fExchange Act). YESB NOM
Indicate the number of shares outstandingaohef the issuer’s classes of common stock, #sedfitest practicable date:

Class Qutstanding at May 29, 2009
common stock, $.01 par val 91,150,12¢




Item 1.

Iltem 2.

Item 3.

Iltem 4.

Item 1.

Item 1A

Iltem 2.

Item 3.

Iltem 4.

Item 5.

Iltem 6.

CIENA CORPORATION
INDEX
FORM 10-Q

PART | — FINANCIAL INFORMATION
Financial Statemen

Condensed Consolidated Statements of Operatiortedaguarters and six months ended April 30, 20@B a
April 30, 2009

Condensed Consolidated Balance Sheets at Octop203& and April 30, 200
Condensed Consolidated Statements of Cash Flowkdaix months ended April 30, 2008 and April 3009
Notes to Condensed Consolidated Financial Stater
Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior
Quantitative and Qualitative Disclosures About MarRisk
Controls and Procedur
PART Il — OTHER INFORMATION
Legal Proceeding
Risk Factors
Unregistered Sales of Equity Securities and Uderoteed:
Defaults Upon Senior Securiti
Submission of Matters to a Vote of Security Holc
Other Informatior
Exhibits

Signature:

PAGE

NUMBER

26

46

47

47

48

58

58

58

58

58

58




PART | — FINANCIAL INFORMATION
Item 1. Financial Statement

CIENA CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

(unaudited)
Quarter Ended April 3(
2008 2009

Revenues

Products $216,18: $ 118,84¢

Services 26,01¢ 25,35:
Total revenu 242,19¢ 144,20:
Costs:

Products 96,04 65,41¢

Services 18,56: 18,06:
Total cost of goods so 114,60 83,48!

Gross profit 127,59¢ 60,72(
Operating expense

Research and developm 44,62¢ 49,48

Selling and marketin 38,59 33,29t

General and administrati 16,65( 12,61t

Amortization of intangible asse 8,76( 6,224

Restructuring cos — 6,39¢

Goodwill impairment — 455,67!

Total operating expens: 108,62¢ 563,68t

Income (loss) from operatiol 18,96 (502,96%)
Interest and other income, r 8,481 3,50¢
Interest expens (1,867 (1,852
Loss on cost method investme — (2,570
Income (loss) before income tax 25,59: (503,887
Provision (benefit) for income tax 1,83¢ (672
Net income (loss $ 23,76( $(503,21(
Basic net income (loss) per common st $ 0.27 $ (5.59
Diluted net income (loss) per potential common sl $ 0.2t $ (559
Weighted average basic common shares outstai 89,10: 90,93:
Weighted average dilutive potential common shatgstanding 110,77( 90,93:

The accompanying notes are an integral part oktobeadensed consolidated financial statements.
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Six Months Ended April 3C

2008 2009
$417,97: $ 258,56t
51,64 53,03
469,61 311,60
187,42¢ 141,78
38,02: 37,25:
225,45 179,03
244,16t 132,56
80,07: 96,18:
72,19¢ 67,11
39,27¢ 24,20(
15,23( 12,62¢
— 6,47¢
— 455,67
206,77 662,27
37,38¢ (529,709
27,56¢ 8,16¢
(9,219) (3,696)
— (3,13%)
55,73¢ (528,37;)
3,16¢ (331)
$ 52,56 $(528,04)
$  0.6( $  (5.89
$ 051 $  (5.89
88,15t 90,77;
110,044 90,77




CIENA CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

(unaudited)
October 31 April 30,
2008 2009
ASSETS
Current assett
Cash and cash equivale $ 550,66¢ $ 583,48:
Shor-term investment 366,33t 482,29:
Accounts receivable, n 138,44 116,67:
Inventories 93,45 91,26¢
Prepaid expenses and ot 35,88¢ 26,43¢
Total current asse 1,184,78! 1,300,15:
Long-term investment 156,17: —
Equipment, furniture and fixtures, r 59,96 60,09¢
Goodwill 455,67: —
Other intangible assets, r 92,24¢ 76,31¢
Other lon¢-term asset 75,74¢ 74,52(
Total asset $ 2,024,59. $1,511,09
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl $ 44,76 $ 32,48t
Accrued liabilities 96,14 95,87¢
Restructuring liabilities 1,66¢ 3,151
Deferred revenu 36,76 42,974
Total current liabilities 179,33¢ 174,48¢
Long-term deferred revent 37,66( 35,02t
Long-term restructuring liabilitie 2,551 4,712
Other lon¢-term obligations 8,08¢ 8,58¢
Convertible notes payab 798,00( 798,00(
Total liabilities 1,025,64! 1,020,81:
Commitments and contingenci
Stockholder equity:
Preferred stoc— par value $0.01; 20,000,000 shares authorized;st&ares issued and outstand — —
Common stock — par value $0.01; 290,000,000 steutwrized; 90,470,803 and 91,149,198 shares
issued and outstandit 90t 911
Additional paic-in capital 5,629,49: 5,647,62.
Accumulated other comprehensive i (1,275 (33
Accumulated defici (4,630,17) (5,158,22()
Total stockholder equity 998,94¢ 490,28
Total liabilities and stockholde’ equity $ 2,024,59. $ 1,511,009

The accompanying notes are an integral part oktobeadensed consolidated financial statements.
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CIENA CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

(unaudited)
Six Months Ended April 3C
2008 2009
Cash flows from operating activitie
Net income (loss $ 52,567 $(528,04))
Adjustments to reconcile net income (loss) to @eshcprovided by operating activitie
Amortization of discount on marketable securi (1,6372) (904)
Non-cash loss on cost method investme — 3,13t
Depreciation and amortization of leasehold improeets 8,561 10,83(
Impairment of goodwil — 455,67:
Shar-based compensatic 15,75: 17,59
Amortization of intangible: 17,16 15,93(
Deferred tax provisio 1,29¢ —
Provision for doubtful accoun 55 42
Provision for inventory excess and obsolesce 10,54( 8,80¢
Provision for warrant 7,08: 9,23t
Other 2,37: 1,12¢
Changes in assets and liabiliti
Accounts receivabl (25,990 21,72¢
Inventories (20,45¢) (6,62€)
Prepaid expenses and ot 5,81¢ 6,25:
Accounts payable, accruals and other obligat 7,88: (16,37))
Income taxes payab (5,65€) —
Deferred revenu 13,20: 3,572
Net cash provided by operating activit 88,56¢ 1,98t
Cash flows from investing activitie
Payments for equipment, furniture, fixtures anéliettual propert (14,177 (12,637
Restricted cas (4,929 (209)
Purchase of available for sale securi — (719,16%)
Proceeds from maturities of available for sale gtes 762,15( 239,07.
Proceeds from sale of available for sale secul — 523,13
Acquisition of business, net of cash acqui (209,969 —
Net cash provided by investing activiti 533,08« 30,30:
Cash flows from financing activitie
Repayment of 3.75% convertible notes payi (542,26 —
Repayment of indebtedness of acquired busi (12,369 —
Proceeds from issuance of common stock and war 4,57¢ 53¢
Net cash (used in) provided by financing activi (550,04) 53¢
Effect of exchange rate changes on cash and cashaénts 18¢ (15)
Net increase in cash and cash equival 71,60: 32,821
Cash and cash equivalents at beginning of pe 892,06: 550,66
Cash and cash equivalents at end of pe $ 963,85: $ 583,48:
Supplemental disclosure of cash flow informatior
Cash paid (refunded) during the period
Interest $ 13,15¢ $ 2,56(
Income taxes, ne $ 1,59¢ $ (28]
Non-cash investing and financing activities
Purchase of equipment in accounts pay. $ 1,92t $ 60E
Value of common stock issued in acquisit $ 62,35¢ $ —
Fair value of vested options assumed in acquis $ 9,91 $ —

The accompanying notes are an integral part oktoeadensed consolidated financial statements.

5




CIENA CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

(1) INTERIM FINANCIAL STATEMENTS

The interim financial statements included refer Ciena Corporation (“Ciena”) have been prepgioy Ciena, without audit, pursuant to the
rules and regulations of the Securities and Exce&@gmnmission. In the opinion of management, finalrstiatements included in this report
reflect all normal recurring adjustments that Cienasiders necessary for the fair statement ofahelts of operations for the interim periods
covered and of the financial position of Cienahat date of the interim balance sheets. Certainmmdition and footnote disclosures normally
included in the annual financial statements prepareccordance with generally accepted accoumringiples have been condensed or
omitted pursuant to such rules and regulations.Qtteber 31, 2008 condensed consolidated balareet slas derived from audited financial
statements, but does not include all disclosurgsired by accounting principles generally accejetthe United States of America. However,
Ciena believes that the disclosures are adequatederstand the information presented. The operaéisults for interim periods are not
necessarily indicative of the operating resultstiier entire year. These financial statements shmellctad in conjunction with Ciena’s audited
consolidated financial statements and notes thémetoded in Ciena’s annual report on Form 10-Ktfor fiscal year ended October 31, 2008.

Ciena has a 52 or 53 week fiscal year, whigfseon the Saturday nearest to the last day oft@ctf each year. For purposes of financial
statement presentation, each fiscal year is de=tals having ended on October 31, and each fisealay is described as having ended on
January 31, April 30 and July 31 of each fiscalryea

(2) SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates

The preparation of the financial statement$ ratated disclosures in conformity with accountminciples generally accepted in the United
States requires management to make estimates @giohunts that affect the amounts reported in theaatated financial statements and
accompanying notes. Estimates are used for bad,defitiation of inventories and investments, recalvidity of intangible assets, other long-
lived assets and goodwill, income taxes, warrabtigations, restructuring liabilities, derivativaad contingencies and litigation. Ciena bases
its estimates on historical experience and assompthat it believes are reasonable. Actual resudtg differ materially from management’s
estimates.

Cash and Cash Equivalents

Ciena considers all highly liquid investmeptschased with original maturities of three morthess to be cash equivalents. Restricted
cash collateralizing letters of credits are inclideother current assets and other long-term sisisgtending upon the duration of the
restriction.

Investment:

Ciena’s investments generally represent imuests in marketable debt securities. These invedsrae classified as available-for-sale and
are reported at fair value, with unrealized gaimd lsses recorded in accumulated other compreleeimsiome. Ciena recognizes losses when
it determines that declines in the fair value sfifivestments, below their cost basis, are othemn-temporary. In determining whether a decline
in fair value is other-than-temporary, Ciena coassdvarious factors including market price (wheaikable), investment ratings, the financial
condition and near-term prospects of the investeelength of time and the extent to which the Yailue has been less than Ciena'’s cost basis,
and its intent and ability to hold the investmentilumaturity or for a period of time sufficient adlow for any anticipated recovery in market
value. Ciena considers all marketable debt seearihiat it expects to convert to cash within orex pe less to be short-term investments. Al
others are considered long-term investments.

Inventories

Inventories are stated at the lower of cosharket, with cost computed using standard cosiglwépproximates actual cost on a first-in,
first-out basis. Ciena records a provision for escand obsolete inventory when an impairment has laentified.

Equipment, Furniture and Fixture




Equipment, furniture and fixtures are recordedost. Depreciation and amortization are congpuging the straight-line method over useful
lives of two to five years for equipment, furnituaed fixtures and the shorter of useful life oiskederm for leasehold improvements.
Impairments of equipment, furniture and fixtures determined in accordance with Statement of FiahAccounting Standards
(SFAS) No. 144, “Accounting for the Impairment oisposal of Long-Lived Assets.”

Internal use software and web site developroesits are capitalized in accordance with Statemwfelbsition (SOP) No. 98-1, “Accounting
for the Costs of Computer Software Developed ora@ied for Internal Use,” and Emerging Issues Task& (EITF) Issue No. 00-2,
“Accounting for Web Site Development Costs.” Qudhfy costs incurred during the application develepirstage, which consist primarily of
outside services and purchased software licende, @® capitalized and amortized straight-liner dlie estimated useful life of the asset.

Goodwill and Other Intangible Assets

Historically, Ciena has recorded goodwill gnofchased intangible assets as a result of seaegaisitions. Ciena accounts for goodwill in
accordance with SFAS 142, “Goodwill and Other ligiate Assets,” which requires Ciena to test eaglontng unit's goodwill for impairment
on an annual basis, which Ciena has determined thélast business day of its fiscal Septembdr gear. Testing is required between annual
tests if events occur or circumstances changeatbatd, more likely than not, reduce the fair vabféhe reporting unit below its carrying val
Ciena operates its business and tests its goofiwillnpairment as a single reporting unit. As ofriAg0, 2009 Ciena had no goodwill
remaining on its balance sheet. See Note 4 below.

Purchased finite-lived intangible assets areied at cost less accumulated amortization. Aizettibn is computed using the straight-line
method over the economic lives of the respectisetas generally three to seven years, which apmEbeis the use of the intangible assets.
Impairments of finite-lived intangible assets aetedimined in accordance with SFAS 144,

Minority Equity Investment

Ciena carries minority equity investmentsagtavhere Ciena owns less than 20% of the votinifye@nd does not have the ability to
exercise significant influence over the companyesehtypes of investments are inherently high riskstments as the market for technologies
or products manufactured by these companies aalysarly stage at the time of investment and suebhkets may never be significant. Ciena
could lose its entire investment in some or athefse companies. Ciena monitors these investmenitsipairment and makes appropriate
reductions in carrying values when necessary. S¢e Rbelow.

Concentrations

Substantially all of Ciena’s cash and cashwedents and short-term and long-term investmantaarketable debt securities are maintained
at three major U.S. financial institutions. The ardy of Cienas cash equivalents consist of money market fundpoBits held with banks m
exceed the amount of insurance provided on sucbsitspGenerally, these deposits may be redeemad dgmand and, therefore,
management believes that they bear minimal risk.

Historically, a large percentage of Ciena\seraue has been the result of sales to a small nuofilm®mmunications service providers.
Consolidation among Ciena'’s customers has incretiégedoncentration. Consequently, Ciena’s accorgusivable are concentrated among
these customers. See Notes 8 and 18 below.

Additionally, Cienas access to certain raw materials is dependent sileror limited source suppliers. The inabilityaofy supplier to fulfil
Ciena’s supply requirements could adversely afiigctre results. Ciena relies on a small numbehwfitparty manufacturers, principally in
China and Thailand, to perform the majority of thenufacturing for its products. Ciena is therefexposed to risks related to the business and
financial position of its manufacturers, as welkiaks related to their business continuity anchslisr recovery plans, that may adversely affect
access to continued manufacturing capability.

Revenue Recognitic

Ciena recognizes revenue in accordance wifi Stcounting Bulletin (SAB) No. 104, “Revenue Remition,” which states that revenue is
realized or realizable and earned when all of tflewing criteria are met: persuasive evidenceroberangement exists; delivery has occurred
or services have been rendered; the price to therbsi fixed or determinable; and
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collectibility is reasonably assured. Customer pase agreements and customer purchase ordersn@raljeused to determine the existence
of an arrangement. Shipping documents and evidehcastomer acceptance, when applicable, are wseerify delivery. Ciena assesses
whether the price is fixed or determinable basethempayment terms associated with the transaeationwhether the sales price is subject to
refund or adjustment. Ciena assesses collectilliigsed primarily on the creditworthiness of thet@uner as determined by credit checks and
analysis, as well as the customer’s payment historinstances where final acceptance of the prodystem, or solution is specified by the
customer, revenue is deferred until all acceptaniteria have been met. Revenue for maintenanegcssris generally deferred and recognized
ratably over the period during which the servicesta be performed.

Some of Ciena’s communications networking pougint is integrated with software that is essetdighe functionality of the equipment.
Accordingly, Ciena accounts for revenue from sughigment in accordance with Statement of Position -2, “Software Revenue
Recognition,” (SOP 97-2) and all related interptietes. SOP 97-2 incorporates additional guidandégueto software arrangements
incorporated with general revenue recognition dgatesuch as: revenue is recognized when persuasidence of an arrangement exists,
delivery has occurred, the fee is fixed or deteahla, and collectibility is probable. In instanegsere final acceptance of the product is
specified by the customer, revenue is deferred alhthicceptance criteria have been met.

Arrangements with customers may include midtgeliverables, including any combination of equgnt, services and software. If multiple
element arrangements include software or softwalegad elements that are essential to the equip@émia applies the provisions of SOP 97-
2 to determine the amount of the arrangement fée talocated to those separate units of accouritodtiple element arrangements that
include software are separated into more than aiteotiaccounting if the functionality of the dedired element(s) is not dependent on the
undelivered element(s), there is vendor-specifieaive evidence of the fair value of the undeleagelement(s), and general revenue
recognition criteria related to the delivered elatf® have been met. The amount of product andcgsrvevenue recognized is affected by
Ciena’s judgments as to whether an arrangementdeslmultiple elements and, if so, whether vengeciic objective evidence of fair value
exists. Changes to the elements in an arrangemdntigna’s ability to establish vendor-specificestive evidence for those elements could
affect the timing of revenue recognition. For dher deliverables, Ciena applies the provisiong&mkrging Issues Task Force (EITF) No. 00-
21, “Revenue Arrangements with Multiple DeliverahleEITF 00-21 allows for separation of elementsimore than one unit of accounting if
the delivered element(s) have value to the custamexr standrlone basis, objective and reliable evidence ofvaliue exists for the undeliver
element(s), and delivery of the undelivered elerfsm$ probable and substantially in Ciena’s cdnRRevenue is allocated to each unit of
accounting based on the relative fair value of ex@ounting unit or using the residual method jeotive evidence of fair value does not exist
for the delivered element(s). The revenue recogmitriteria described above are applied to eachragpunit of accounting. If these criteria
not met, revenue is deferred until the criteriaragg or the last element has been delivered.

Warranty Accruals

Ciena provides for the estimated costs talffglfistomer warranty obligations upon the recognitof the related revenue. Estimated
warranty costs include material costs, technicppsut labor costs and associated overhead. Themtsrliability is included in cost of goods
sold and determined based upon actual warrantyespetrience, estimates of component failure ratdsn@anagement’s industry experience.
Ciena’s sales contracts do not permit the righrietdrn of product by the customer after the prodhacst been accepted.

Accounts Receivable, N

Ciena’s allowance for doubtful accounts isdobgn its assessment, on a specific identificdiimsis, of the collectibility of customer
accounts. Ciena performs ongoing credit evaluatidiits customers and generally has not requirdidtenal or other forms of security from its
customers. In determining the appropriate balaoc€fena’s allowance for doubtful accounts, manag@noonsiders each individual customer
account receivable in order to determine collelitybiln doing so, management considers creditwogbs, payment history, account activity
and communication with such customer. If a custdrferancial condition changes, Ciena may be resflito record an allowance for doubtful
accounts, which would negatively affect its resofteperations.

Research and Developme

Ciena charges all research and developmety tmwsxpense as incurred. Types of expense irccurnesearch and development include
employee compensation, prototype, consulting, degtien, facility costs and information technologie
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Advertising Cost
Ciena expenses all advertising costs as iadurr

Legal Cost:
Ciena expenses legal costs associated wghtliin defense as incurred.

Share-Based Compensation Expense

Ciena accounts for share-based compensatjmensg in accordance with SFAS 123(R), as interpieyeSAB 107. SFAS 123(R) requires
the measurement and recognition of compensatioarsepfor share-based awards based on estimate@lizés on the date of grant. Ciena
estimates the fair value of each option-based awarthe date of grant using the Black-Scholes appidcing model. This model is affected by
Ciena’s stock price as well as estimates regardingmber of variables including expected stockepvialatility over the expected term of the
award and projected employee stock option exelmbaviors. Ciena estimates the fair value of eheahesbased award based on the fair value
of the underlying common stock on the date of greméach case, Ciena only recognizes expense toitsolidated statement of operations for
those options or shares that are expected ultignadelest. Ciena uses two attribution methods tone expense, the straight-line method for
grants with only service-based vesting or the gilagkesting method, which considers each performaec®d or tranche separately, for all
other awards. See Note 16 below.

Income Taxe

Ciena accounts for income taxes in accordaiiteSFAS 109, “Accounting for Income Taxes.” SFA® describes an asset and liability
approach that requires the recognition of defeta@chssets and liabilities for the expected futareconsequences attributable to differences
between the carrying amounts of assets and ligsilior financial reporting purposes and their extipe tax bases, and for operating loss and
tax credit carry forwards. In estimating future tonsequences, SFAS 109 generally considers adlotaqh future events other than the
enactment of changes in tax laws or rates. Valnaimwances are provided, if, based upon the weaifjthe available evidence, it is more
likely than not that some or all of the deferred assets will not be realized.

Ciena adopted the provisions of FASB Interatien (FIN) No. 48, “Accounting for Uncertainty income Taxes, an interpretation of
Statement of Financial Accounting Standards No, B@gounting for Income Taxes,” (“FIN 48") at thedinning of fiscal 2008. The amount
of unrecognized tax benefits determined in accardavith FIN 48 increased by $0.2 million during #exond quarter of fiscal 2009 to
$5.7 million, which includes $1.2 million of intesieand some minor penalties. All of the uncertaingositions, if recognized, would decrease
the effective income tax rate.

Ciena has not provided U.S. deferred incomesan the cumulative unremitted earnings of its-boS. affiliates as it plans to permanently
reinvest cumulative unremitted foreign earningsinlét the U.S. and it is not practicable to deteentire unrecognized deferred income taxes.
These cumulative unremitted foreign earnings ref@atengoing operations in foreign jurisdictions ard required to fund foreign operations,
capital expenditures, and any expansion requiresnent

Ciena recognizes windfall tax benefits asgediavith the exercise of stock options or reledsestricted stock units directly to
stockholders’ equity only when realized. A windfiak benefit occurs when the actual tax benefiized by Ciena upon an employee’s
disposition of a share-based award exceeds therdéfeax asset, if any, associated with the awsatl€iena had recorded. When assessing
whether a tax benefit relating to share-based cosgi®n has been realized, Ciena follows the tax‘Vaith-and-without” method. Under the
with-and-without method, the windfall is consideredlized and recognized for financial statememppses only when an incremental benefit
is provided after considering all other tax bereficluding Ciena’s net operating losses. The itd-without method results in the windfall
from share-based compensation awards always b#exieely the last tax benefit to be consideredn§equently, the windfall attributable to
share-based compensation will not be considerdizedan instances where Ciena'’s net operating ¢assyover (that is unrelated to windfalls)
is sufficient to offset the current year’s taxaisleome before considering the effects of curreratryeindfalls.

Loss Contingencie

Ciena is subject to the possibility of varidosses arising in the ordinary course of businEsese may relate to disputes, litigation and ¢
legal actions. Ciena considers the likelihood sElor the incurrence of a liability, as well asr@is ability to reasonably estimate the amount
of loss, in determining loss contingencies. Anreated loss contingency is accrued when it is prigbidiat a liability has been incurred and the
amount of loss can be reasonably estimated. Cemadarly evaluates current information availablé to determine whether any accruals
should be adjusted and whether new accruals auéreelq




Fair Value of Financial Instrumen

The carrying value of Ciena’s cash and casfivatpnts, accounts receivable, accounts payabteaacrued liabilities, approximates fair
market value due to the relatively short periodirof to maturity.

For those Ciena assets and liabilities tharecorded at fair value on a recurring basis alue is determined in accordance with SFAS
157, “Fair Value Measurements,” which was adoptadhg the first quarter of fiscal 2009. SFAS 15Tinkes fair value, establishes a
framework for measuring fair value, and enhances/édue measurement disclosure. See Note 7 beétoaccordance with FASB Staff
Position 157-2, “Effective Date of FASB Statememt. 157,” Ciena has not yet adopted SFAS 157 fan@i-financial assets and non-financial
liabilities.

For those Ciena assets and liabilities thaewet previously required to be measured at faine, Ciena has not elected the fair value of
in accordance with SFAS No. 159, “The Fair Valudi@pfor Financial Assets and Financial Liabilities Including an amendment of FASB
Statement No. 115.”

Foreign Currency

Some of Ciena'’s foreign branch offices ands@ibries use the U.S. dollar as their functionatency, because Ciena, as the U.S. parent
entity, exclusively funds the operations of thessnbh offices and subsidiaries with U.S. dollax. fhose subsidiaries using the local currency
as their functional currency, assets and liabfliiee translated at exchange rates in effect didtace sheet date, and the statement of
operations is translated at a monthly average Rasulting translation adjustments are recordegctlir to a separate component of
stockholders’ equity. Where the U.S. dollar is filmectional currency of foreign branch offices obsidliaries, re-measurement adjustments are
recorded in other income. The net gain (loss) oeifm currency re-measurement and exchange ratgyebas immaterial for separate financial
statement presentation.

Derivatives

Ciena uses foreign currency forward contreztsedge certain forecasted foreign currency tretitsas relating to operating expenses. These
derivatives, designated as cash flow hedges, haterities of less than one year and permit neleseént.

At the inception of the cash flow hedge andanrongoing basis, Ciena assesses the hedgingmslap to determine its effectiveness in
offsetting changes in cash flows attributable ®hledged risk during the hedge period. The effeqimrtion of the hedging instrument’s net
gain or loss is initially reported as a compondraazumulated other comprehensive income (loss) ugon occurrence of the forecasted
transaction, is subsequently reclassified intoojperating expense line item to which the hedgeatstetion relates. Any net gain or loss
associated with the ineffectiveness of the hedgistfjument is reported in interest and other income¢. See Note 14 below.

Computation of Basic Net Income (Loss) per ComniameSand Diluted Net Income (Loss) per Dilutive détaial Common Share

Ciena calculates earnings (loss) per shar&)iPaccordance with SFAS 128, “Earnings per Shatds statement requires dual
presentation of basic and diluted EPS on the fatleecincome statement for entities with a compapital structure and requires a
reconciliation of the numerator and denominatoduse the basic and diluted EPS computations.

Software Development Costs

SFAS 86, “Accounting for the Costs of Compigeftware to be Sold, Leased or Otherwise Mark&teduires the capitalization of certain
software development costs incurred subsequehtetddte technological feasibility is established grior to the date the product is generally
available for sale. The capitalized cost is thewized straight-line over the estimated prodiuet ICiena defines technological feasibility as
being attained at the time a working model is catgul. To date, the period between achieving tecgital feasibility and the general
availability of such software has been short, asftheare development costs qualifying for capitdii@a have been insignificant. Accordingly,
Ciena has not capitalized any software developroests.
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Segment Reporting

SFAS 131, “Disclosures about Segments of @arfarise and Related Information,” establishes ahand interim reporting standards for
operating segments and requires certain disclosioast the products and services an entity proyitiesmaterial countries in which it holds
assets and reports revenue, and its major custo@pesating segments are defined as components eftarprise about which separate
financial information is available that is evaludtegularly by the chief operating decision makeriecision making group, in deciding how to
allocate resources and in assessing performanesaGichief operating decision maker is its chiefaaitive officer, who reviews financial
information presented on a consolidated basis dopgses of allocating resources and evaluatingnéiizh performance. Ciena has one business
activity, and there are no segment managers whbeddeaccountable for operations, operating resuitsplans for levels or components below
the consolidated unit level. Accordingly, Ciena sidlers its business to be in a single reportalgenset.

Newly Issued Accounting Standa

In February 2008, the FASB issued FASB Staffiton (“FSP”) FAS 157-1, “Application of FASB Stanent No. 157 to FASB Statement
No. 13 and Other Accounting Pronouncements ThatrégidFair Value Measurements for Purposes of LEékssification or Measureme
under Statement 13.” This staff position amends SEB7 to remove certain leasing transactions fitsradope. Also in February 2008 the
FASB issued FSP FAS 157-2, “Effective Date of FASfBtement No. 157.” This staff position delaysefective date of SFAS 157 for all
non-financial assets and non-financial liabilitiescept for items that are recognized or discl@ddir value in the financial statements on a
recurring basis (at least annually), until fiscahys beginning after November 15, 2008. In Oct@Bé8, the FASB issued FSP FAS 157-3,
“Determining the Fair Value of a Financial Asset 8tthe Market for That Asset Is Not Active.” FSPFA57-3 clarifies the application of
SFAS No. 157 in a market that is not active, araVigles guidance on the key considerations in deténgthe fair value of a financial asset
when the market for that financial asset is novacCiena is currently evaluating the impact tdegion of these staff positions could have on
its financial condition, results of operations aagh flows.

In April 2009, the FASB released three staf$iions intended to provide additional guidance enhanced disclosure regarding fair value
measurements and impairments of securities. FSPIRAS!, ‘Determining Fair Value When the Volume and LeveRdfivity for the Asset o
Liability Have Significantly Decreased and Idenitify Transactions That Are Not Orderly,” provideslgidnal guidelines for estimating fair
value in accordance with SFAS157. FSP FAS 115-2¢ctignition and Presentation of Other-Than-Tempadrapairments,” provides
additional guidance related to the disclosure gfdirment losses on securities and the accountingnigairment losses on debt securities. FSP
115-2 does not amend existing guidance relatethterdghan-temporary impairments of equity secwsitlESP FAS 107-1 and APB 28-1,
“Interim Disclosures about Fair Value of Finandiatruments,” increases the frequency of fair valiselosures. All of the staff positions
above are effective for interim and annual periexdding after June 15, 2009 and will be effectiveGena beginning with its third quarter of
fiscal 2009. Ciena believes the adoption of thageshent will not have a material impact on its ficial condition, results of operations and ¢
flows.

In December 2007, the FASB issued SFAS No, TM60ncontrolling Interests in Consolidated Finalctatements-an amendment of AR
No. 51" SFAS 160 requires all entities to report noncoltitng (minority) interests in subsidiaries as agun the consolidated financial
statements. This statement is effective for figears, and interim periods within those fiscal geaeginning on or after December 15, 2008.
Earlier adoption is prohibited. Ciena believesdleption of this statement will not have a matdriglact on its financial condition, results of
operations and cash flows.

In December 2007, the FASB issued SFAS 14HR3yvised version of SFAS 141, “Business Combamati’ The revision is intended to
simplify existing guidance and converge rulemakimger U.S. generally accepted accounting principiéls international accounting rules.
This statement applies prospectively to businesshamations where the acquisition date is on orrdfte beginning of the first annual reporting
period beginning on or after December 15, 2008eAtity may not apply this statement before tha¢ d@tena is currently evaluating the
impact the adoption of this statement could havéwfinancial condition, results of operations aragh flows. Its effect will depend on the
nature and significance of any acquisitions sultjgthis statement.

In April 2008, the FASB issued FSP FAS 142EBtermination of the Useful Life of Intangible Asts,” which amends the factors that
should be considered in developing renewal or eidanassumptions used to determine the usefubfiferecognized intangible asset under
FASB Statement No. 142, “Goodwill and Other IntdagiAssets.” This pronouncement requires enhanisatbdures concerning a company’s
treatment of costs incurred to renew or extendehm of a recognized intangible asset. FSP FAS3l#2effective for fiscal years beginning
after December 15, 2008. Ciena is currently evalgahe impact the adoption of this statement ctnalde on its financial condition, results of
operations and cash flows.
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In May 2008, the FASB issued FSP APB 14-1,c¢dunting for Convertible Debt Instruments That Megy Settled in Cash Upon
Conversion.” FSP APB 14-1 requires that the ligdo#ind equity components of convertible debt imsnts that may be settled in cash upon
conversion (including partial cash settlement) dygasately accounted for in a manner that reflectissuer’'s nonconvertible debt borrowing
rate. The resulting debt discount is amortized themperiod the convertible debt is expected todtstanding as additional non-cash interest
expense. FSP APB 14-1 is effective for financiatesnents issued for fiscal years beginning aftereer 15, 2008, and interim periods
within those fiscal years. Retrospective applicatio all periods presented is required exceptristruments that were not outstanding during
any of the periods that will be presented in theuah financial statements for the period of adaptiat were outstanding during an earlier
period. Ciena’s existing convertible notes payatnenot provide for settlement in cash upon coneersind Ciena believes the adoption of this
statement will not have a material effect on it&ficial condition, results of operations and céshd.

(3) BUSINESS COMBINATIONS

On March 3, 2008, Ciena acquired World Wideless, Inc. (“World Wide Packets” or “WWP"), a suigp of communications networking
equipment that enables the delivery of carrier Etbebased services. Prior to the acquisition, Wevide Packets was a privately held
company. Ciena’s results of operations in this rejmelude the operations of World Wide Packetsitweigig on March 3, 2008, the effective
date of the acquisition.

The following unaudited pro forma financiafdrmation summarizes the results of operation$ @seha’s acquisition of World Wide
Packets had been completed as of the beginningegddriod presented. These pro forma amounts durstinds, except per share data) do not
purport to be indicative of the results that wolé/e been obtained if the acquisition had occuaedf the beginning of the period presente
that may be obtained in the future.

Quarter Ende Six Months Ende

April 30, April 30,
2008 2008
Pro forma revenu $ 242,76¢ $ 476,26!
Pro forma net incom $ 18,24« $ 34,46¢
Pro forma basic net income per common sl $ 0.2C $ 0.3¢
Pro forma diluted net income per potential commiweres $ 0.1¢ $ 0.34

(4) GOODWILL IMPAIRMENT

Ciena tests its single reporting unit’'s godtfer impairment on an annual basis, which Ciena tetermined to be the last business day of
fiscal September each year. Testing is requireddsst annual tests if events occur or circumstaalcasge that would, more likely than not,
reduce the fair value of the reporting unit belésvdarrying value. Based on a combination of fagtmrcluding current macroeconomic
conditions and a sustained decline in Ciena’s comsatock price and market capitalization below regkvalue, Ciena conducted an interim
impairment assessment of goodwill during the seapradter of fiscal 2009. Ciena performed the step fair value comparison, and its market
capitalization was $721.8 million and its carryivegue, including goodwill, was $949.0 million. Ceeapplied a 25% control premium to its
market capitalization to determine a fair valu&902.2 million. Because step one indicated thabh&gefair value was less than its carrying
value, Ciena performed the step two analysis. Uttdestep two analysis, the implied fair value obdwill requires valuation of a reporting
unit’s tangible and intangible assets and lialetitin a manner similar to the allocation of purehgisce in a business combination. If the
carrying value of a reporting unit's goodwill exdsets implied fair value, goodwill is deemed immeal and is written down to the extent of the
difference. The implied fair value of the reportimgjt's goodwill was determined to be $0, and, assallt, Ciena recorded a goodwill
impairment of $455.7 million, representing the ftdirrying value of the goodwill. The table belovssirth changes in carrying amount of
goodwill for the period indicated (in thousands):

Total
Balance as of October 31, 20 $ 455,67:
Impairment los: (455,679
Balance as of April 30, 20C $ —

(5) RESTRUCTURING COSTS

Ciena has previously taken actions to aligmibrkforce, facilities and operating costs withgeéved market opportunities and business
conditions. Ciena implemented these restructurlaggpand incurred the associated liability conauttyein accordance with the provisions of
SFAS 146, “Accounting for Costs Associated withtkxi Disposal Activities.”
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On March 2, 2009, Ciena committed to certastnucturing actions and subsequently effectecaddwunt reduction of approximately 200
employees, representing 9% of its global workfokteadcount reductions were implemented across Gienganizations and geographies,
with the timing and scope of such reductions vagyg country based on local legal requirementss@&headcount reductions are expected to
be completed during the third fiscal quarter of 20Restructuring charges during the second quaftéscal 2009 include severance and other
employee-related costs of approximately $3.5 nrillielated to this restructuring activity. Duringtbecond quarter of fiscal 2009, Ciena also
recorded additional charges of $2.9 million relatedosts associated with previously restructuesilifies.

During the first quarter of fiscal 2009, Ciereaorded a restructuring charge of $0.1 millidatetl to one-time termination benefits.

The following table sets forth the activitydabalance of the restructuring liability accourdsthe six months ended April 30, 2009 (in
thousands):

Consolidatiol

Workforce of excess

reduction facilities Total
Balance at October 31, 20 $ 982 $ 3,24 $ 4,22t
Additional liability recordec 3,57¢ 2,90( 6,47¢
Cash payment (2,460) (377) (2,83)
Balance at April 30, 200 $ 2,097 $ 5,76¢ $ 7,868
Current restructuring liabilitie $ 2,097 $ 1,054 $ 3,157
Non-current restructuring liabilitie $ — $ 4,71 $ 4,712

The following table sets forth the activitydabalance of the restructuring liability accourdsthe six months ended April 30, 2008 (in
thousands):

Consolidatiol
of excess
facilities

Balance at October 31, 20 $ 4,68¢
Cash payment (460
Balance at April 30, 200 $  4,22¢
Current restructuring liabilitie $ 761
Non-current restructuring liabilitie $ 3,46

(6) MARKETABLE SECURITIES

As of the dates indicated, short-term and {targn investments are comprised of the followingtfiousands):
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April 30, 2009
Gross Unrealize Gross Unrealize

Estimated Fa

Amortized Cos Gains Losses Value
U.S. government obligatior $ 481,49% $ 571 % 23  $ 482,04
Publicly traded equity securitit 25C — — 25C

$ 481,74¢ $ 571 $ 23 $ 482,29:
Included in sho-term investment 481,74¢ 571 23 482,29:
Included in lon-term investment — — — —

$  481,74¢ $ 571 $ 23 $ 482,29:

October 31, 200
Gross Unrealize Gross Unrealize

Estimated Fa

Amortized Cos Gains Losses Value
Corporate bond $ 116553: $ 81 $ 2,26 $ 114,35.
Asse-backed obligation 10,18¢ — 7 10,18:
Commercial pape 49,87: 7 8 49,87(
U.S. government obligatior 334,19! 94¢ 40 335,10«
Certificate of deposl 13,00( — — 13,00(

$ 523,78! $ 1,037 $ 2,31¢ $ 522,50
Included in sho-term investment 366,05¢ 812 53C 366,33t
Included in lon-term investment 157,73: 22F 1,78¢ 156,17:

$ 52378 $ 1,037 $ 2,31f $ 522,50

Gross unrealized losses related to marketdde investments were primarily due to changestirést rates. Ciena’s management has
determined that the gross unrealized losses at 3@ri2009 are temporary in nature because Ciesahgaability and intent to hold these
investments until a recovery of fair value, whichynbe maturity. As of the dates indicated, groggalived losses were as follows (in
thousands):

April 30, 2009
Unrealized Losses Le: Unrealized Losses 1
Than 12 Month: Months or Greate Total
Gross Gross Gross

Unrealizet Unrealizet Unrealizet
Losses Fair Value Losses Fair Value Losses Fair Value
U.S. government obligatior $ 23 $239,90: $ — $  — $ 23 $239,90:
$ 23 $239,90: $ — $ — $ 23 $239,90:

October 31, 200
Unrealized Losses Le: Unrealized Losses 1
Than 12 Month: Months or Greate Total
Gross Gross Gross

Unrealizes Unrealizes Unrealizet
Losses Fair Value Losses Fair Value Losses Fair Value
Corporate bond $ 2,26( $ 88,17¢ $ — $ — $ 2,26( $ 88,17¢
Asse-backed obligation 7 10,18: — — 7 10,18:
Commercial pape 8 29,70¢ — — 8 29,70¢
U.S. government obligatior 40 23,43t — — 40 23,43t
$ 2,31t $151,50: $ = $ — $ 2,31 $151,50:

The following table summarizes final legal oréttes of debt investments at April 30, 2009 (iodsands):

Amortized Estimatec
Cost Fair Value
Less than one ye: $481,49¢ $482,04-
Due in -2 years — —
Due in -3 years — —
$481,49¢ $482,04:
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(7) FAIR VALUE MEASUREMENTS

SFAS 157 defines fair value as the price Wraild be received to sell an asset or paid to tearssliability in an orderly transaction between
market participants at the measurement date. As, aic value is a markdiased measurement that should be determined basetomption
that market participants would use in pricing asea®r liability. SFAS 157 establishes a valuatigrarchy for disclosure of the inputs for fair
value measurement. This hierarchy prioritizes tipaiis into three broad levels as follows:

. Level 1 inputs are unadjusted quoted prices irvactiarkets for identical assets or liabiliti

. Level 2 inputs are quoted prices for identicaliorisr assets or liabilities in less active marketsnode-derived valuations in whic
significant inputs are observable for the asséitbility, either directly or indirectly through miget corroboration, for substantially the
full term of the financial instrumen

. Level 3 inputs are unobservable inputs based oné’s assumptions used to measure assets and liabdftfair value

By distinguishing between inputs that are obagle in the marketplace, and therefore more dibgcand those that are unobservable and
therefore more subjective, the hierarchy is designendicate the relative reliability of the faialue measurements. A financial asset or
liability’s classification within the hierarchy tetermined based on the lowest level input thsigsificant to the fair value measurement.

As of the dates indicated, the following tald@mmarize the fair value of assets and lialglitieat are recorded at fair value on a recurring
basis (in thousands):

April 30, 2009
Assets: Level 1 Level 2 Level 3 Total
U.S. government obligatior $ — $482,04- $ — $482,04-
Publicly traded equity securitit 25C — — 25C
Total assets measured at fair ve $ 25C $482,04- $ — $482,29:
April 30, 2009
Liabilities: Level 1 Level 2 Level 3 Total
Foreign currency forward contrac $ — $ 44z $ — $ 44z
Total liabilities measured at fair vali $ — $ 442 $ — $ 44z

Ciena’s Level 1 assets include corporate gcgturities publicly traded on major exchangesdha valued using quoted prices in active
markets. Cien& Level 2 investments include U.S. government aliligns. These investments are valued using obderigiuts such as quot
market prices, benchmark yields, reported tradeskes/dealer quotes or alternative pricing sousitls reasonable levels of price transpare
Investments are held by a custodian who obtainssiimrent prices from a third party pricing provitieat uses standard inputs to models which
vary by asset class.

As of April 20, 2009, Ciena did not hold fir@al assets and liabilities recorded at fair vddasen on Level 3 inputs.

As of the dates indicated, the assets anditiab above were presented on Ciena’s condensedatidated balance sheet as follows (in
thousands):

April 30, 2009
Assets: Level 1 Level 2 Level 3 Total
Cash and cash equivalel $ — $ — $ — $ —
Shor-term investment 25C 482,04 — 482,29:
Total current assets measured at fair v. 25C 482,04 — 482,29:
Long-term investment — — — —
Total assets measured at fair ve $ 25C $482,04: $ — $482,29:
April 30, 2009
Liabilities: Level 1 Level 2 Level 3 Total
Accrued liabilities $ — $ 447 $ — $ 442
Total current liabilities measured at fair va $ — $ 442 $ — $ 44Z

During the second quarter of fiscal 2009, iagte technology company, in which Ciena holds aarity equity investment, merged with
another private technology company. This eventireduCiena to perform an impairment analysis andsugee the investment at fair value. In
determining its fair value, Ciena utilized Leveinputs including recapitalization of the combinespany in connection with the merger and
the terms of a subsequent round of financing offénethe merged company. As a result, Ciena redoad®on-cash loss on cost method
investments of $2.5 million during the second geraof fiscal 2009.

15




During the first quarter of fiscal 2009, a aigie private technology company, in which Cienld heminority equity investment, was
acquired by a publicly-traded company. This evequired Ciena to perform an impairment analysisrapdsure the investment at fair value.
In determining its fair value, Ciena utilized Leinputs including the relevant exchange ratiatiigracquisition transaction and the market
price of the acquiror's common stock. As a restiigna recorded a non-cash loss on cost methodtmeass of $0.6 million during the first
quarter of fiscal 2009.

(8) ACCOUNTS RECEIVABLE

As of October 31, 2008 and April 30, 2009¢ethcustomers accounted for 59.0% and 46.7% ofaoeuats receivable, respectively.

Ciena’s allowance for doubtful accounts reable is based on management’s assessment, onificspleatification basis, of the
collectibility of customer accounts, and as of @et031, 2008 and April 30, 2009 was $0.1 million.

(9) INVENTORIES

As of the dates indicated, inventories aremased of the following (in thousands):

October 31 April 30,
2008 2009

Raw material $ 19,04« $ 20,53¢
Work-in-process 1,702 1,10¢
Finished good 95,96: 91,76¢
116,70¢ 113,40°
Provision for excess and obsolesce (23,25) (22,139
$ 93,45: $ 91,26¢

Ciena writes down its inventory for estimatdrsolescence or unmarketable inventory in an amegunl to the difference between the cost
of inventory and the estimated market value, basedssumptions about future demand and market ttomsli During the first six months of
fiscal 2009, Ciena recorded a provision for ex@ssobsolete inventory of $8.8 million, primarilated to changes in forecasted sales for
certain products. Deductions from the provisiondrcess and obsolete inventory generally relatksiposal activities. The following table
summarizes the activity in Ciena’s reserve for sza@nd obsolete inventory for the period indicdtedhousands):

Inventory

Reserve
Reserve balance as of October 31, 2 $ 23,257
Provision for excess for obsolescel 8,80¢
Actual inventory dispose 9,92§)
Reserve balance as of April 30, 2( $22,13¢

During the first six months of fiscal 2008 .eGa recorded a provision for excess and obsoletntory of $10.5 million, primarily related to
changes in forecasted sales for certain produ@duttions from the provision for excess and obsdtetentory generally relate to disposal
activities. The following table summarizes thetfiin Ciena’s reserve for excess and obsoleteritary for the period indicated (in
thousands):

Inventory

Reserve
Reserve balance as of October 31, 2 $ 26,17(
Provision for excess and obsolesce 10,54(
Actual inventory dispose (10,369
Reserve balance as of April 30, 2( $ 26,340
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(10) PREPAID EXPENSES AND OTHER
As of the dates indicated, prepaid expensdo#rer are comprised of the following (in thouss)nd

October 31 April 30,
2008 2009
Interest receivabl $ 2,082 $ 624
Prepaid VAT and other tax 15,16( 10,83«
Deferred deployment expen 4,481 2,654
Prepaid expense 10,557 10,22¢
Restricted cas 1,715 1,21C
Other nor-trade receivable 1,891 88¢
$ 35,88t $26,43¢
(11) EQUIPMENT, FURNITURE AND FIXTURES
As of the dates indicated, equipment, fureitand fixtures are comprised of the following @ousands):
October 31 April 30,
2008 2009
Equipment, furniture and fixture $ 286,94( $ 291,61¢
Leasehold improvemen 40,57¢ 43,20¢
327,51 334,82!
Accumulated depreciation and amortizat (267,54) (274,726
$ 59,96° $ 60,09¢
(12) OTHER INTANGIBLE ASSETS
As of the dates indicated, other intangibkessare comprised of the following (in thousands):
October 31 April 30,
2008 2009
Gross Accumulate: Net Gross Accumulate: Net
Intangible Amortizatior Intangible ntangible Amortizatior Intangible
Developed technolog $185,83: $(128,25)) $57,57¢ $185,83: $(137,88() $47,95:
Patents and licens 47,37( (37,957 9,41¢ 47,37( (40,59¢) 6,77¢
Customer relationships, covenants
to compete, outstanding purchase
orders and contrac 68,28 (43,029 25,25: 68,28 (46,689 21,59:
$301,48: $(209,23) $92,24¢ $301,48: $(225,169) $76,31¢

The aggregate amortization expense of othiengible assets was $17.2 million and $15.9 milfiamthe first six months of fiscal 2008 and
2009, respectively. Expected future amortizatiootber intangible assets for the fiscal years iadid is as follows (in thousands):

Period ended October 2

2009 (remaining six month $15,49¢
2010 27,87:
2011 13,85:
2012 9,47:
2013 7,215
Thereaftel 2,40¢

$76,31¢
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(13) OTHER BALANCE SHEET DETAILS
As of the dates indicated, other long-ternetssare comprised of the following (in thousands):

October 31 April 30,
2008 2009
Maintenance spares inventory, | $ 30,03¢ $33,42¢
Deferred debt issuance costs, 15,127 13,98(
Investments in privately held compan 6,671 3,10(¢
Restricted cas 20,43¢ 21,05:
Other 3,47¢ 2,962
$ 75,74¢ $74,52(

Deferred debt issuance costs are amortizedy ke straight line method which approximatesetfiect of the effective interest rate method
on the maturity of the related debt. Amortizatidrdebt issuance costs, which is included in inteegpense, was $1.7 million and $1.1 million
during the first six months of fiscal 2008 and &s2009, respectively.

As of the dates indicated, accrued liabiliaes comprised of the following (in thousands):

October 31 April 30,
2008 2009
Warranty $ 37,25¢ $38,88:
Compensation, payroll related tax and ben: 35,20( 30,93:
Interest payabl 1,68: 1,671
Foreign currency forward contrac — 44z
Other 22,002 23,94¢
$ 96,14 $95,87¢

The following table summarizes the activitydrena’s accrued warranty for the fiscal periodfidated (in thousands):

Balance at en

Six Months Ended April 3C Beginning Balanci Provisions Settlement: of period
2008 $33,58( $7,08: $(4,829) $35,83¢
2009 $37,25¢ $9,23¢ $(7,610) $38,88:

As of the dates indicated, deferred revenweisprised of the following (in thousands):

October 31 April 30,
2008 2009
Products $ 13,06 $ 14,40
Services 61,36¢ 63,59¢
74,42 77,99¢
Less current portio (36,767 (42,979
Long-term deferred revent $ 37,66( $ 35,02¢

(14) DERIVATIVES

Ciena uses foreign currency forward contrezteduce variability in non-U.S. dollar denomirthtgperating expenses. Ciena uses these
derivatives to partially offset its market expostodluctuations in certain foreign currencies. $@elerivatives are designated as cash flow
hedges and have maturities of less than one ybaselforward contracts are not designed to prdeidign currency protection over the long-
term. Ciena considers several factors, includidgettfing exposures, significance of exposures scassociated with entering into a particular
instrument, and potential effectiveness when désigits hedging activities.

The effective portion of the derivative’s gainloss is initially reported as a component afuaulated other comprehensive income
(loss) and, upon occurrence of the forecasteddddion, is subsequently reclassified into the ojiegeexpense line item to which the hedged
transaction relates. Ciena records the ineffegiortion of the hedging instruments in interest atiter income, net.
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Ciena’s foreign currency forward contracts @esssified as follows:

Reclassified to Condensed Consolidated StatemeDpefations
(Effective Portion)

Quarter Ended April 3( Six Months Ended April 3C

Line Item in Condensed Consolidated Statement @r@ipns 2008 2009 2008 2009
Research and developm $ — $ 264 $ — $ 304
Selling and marketin — 573 — 73€
$ — $ 837 $ = $ 1,04-

Recognized in Other Comprehensive Incc

Quarter Ended April 3C Six Months Ended April 3C

Line Item in Condensed Consolidated Balance S 2008 2009 2008 2009
Accumulated other comprehensive income (I $ — $ 811 — $ (1,489
$ — $ 811 — $ (1,489

Ineffective Portior

Quarter Ended April 3( Six Months Ended April 3C

Line Item in Condensed Consolidated Statement afr&tjpns 2008 2009 2008 2009
Other income, ne $ — $  — $  — $  —
$ - $ - $ - $ -

Foreign currency forward contracts outstandihgpril 30, 2009 are summarized as follows (iousands):

Derivatives Total

Designated as Ca: Weighted Average Contra Derivative Asse Derivative Liability Derivative Asset/(Liability;
Flow Hedging Exchange Rat Notional Amount Fair Value Fair Value Fair Value
Instruments unde October 31 April 30, October 31 April 30, October 31  April 30,  October 31 April 30, October 31 April 30,
SFAS 132 2008 2009 2008 2009 2008 2009 2008 2009 2008 2009

USD Functiona
Currency
Receive EUR/
Pay USD — 1.391t $ —  $2159: % —  $ — 3 —  $(1,009% — $ (1,009
Receive INR / Pa
usD — 0.020¢ $ — $8,053% —  $ — 3 — $ (266 % — $ (266
Receive CAD .
Pay USD — 0.825: % — $759% — $ 17¢ % —  $ — % — $ 17¢
EUR Functiona
Currency
Receive GBP /
Pay EUR — 1.081¢ € —  €1247( 3% — $ 6541)3% —  $ — % — $ 6541)
Total Fair Value $ — $ 83 % —  $(1279)% = $ (442)(2)

(1) Fair value translated at exchange rates in effecf the balance sheet de
(2) Amount is included within accrued liabilities oretbondensed consolidated balance sl

(15) EARNINGS (LOSS) PER SHARE CALCULATION

The following table (in thousands except geare amounts) is a reconciliation of the numeratar denominator of the basic net income
(loss) per common share (“Basic EPS”) and the @ilutet income (loss) per dilutive potential comrsbare (“Diluted EPS”). Basic EPS is
computed using the weighted average number of camshares outstanding. Diluted EPS is computed ubmgveighted average number of
(i) common shares outstanding, (ii) shares issuapbs vesting of restricted stock units, (iii) sksissuable upon exercise of outstanding stock
options, employee stock purchase plan options ardants using the treasury stock method; and iajes underlying the 0.25% and 0.875%
convertible senior notes.
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Quarter Ended April 3(
Numerator 2008 2009

Net income (loss $23,76( $(503,21()
Add: Interest expense for 0.25% convertible senaies 47C —
Add: Interest expense for 0.875% convertible senaies 1,38¢ —
Net income (loss) used to calculate Diluted E $25,61¢ $(503,21()

Quarter Ended April 3C

Denominator 2008 2009
Basic weighted average shares outstan 89,10: 90,93:
Add: Shares underlying outstanding stock optiongyleyees stock

purchase plan options, warrants and restrictek stoits 97C —
Add: Shares underlying 0.25% convertible senioes 7,59( —
Add: Shares underlying 0.875% convertible senides 13,10¢ —
Dilutive weighted average shares outstant 110,77( 90,93:

Quarter Ended April 3C

EPS 2008 2009
Basic EPS $ 0.27 $ (5.59
Diluted EPS $ 0.2¢ $ (5.59

Explanation of Shares Excluded due to -Dilutive Effect

Six Months Ended April 3(

2008 2009
$52,56" $(528,04))
941 —
2,73¢ —
$56,24: $(528,047)
Six Months Ended April 3C
2008 2009
88,15¢ 90,77
1,19¢ —
7,59( —
13,10¢ —
110,04¢ 90,77
Six Months Ended April 3C
2008 2009
$_0.60 $ (589
$_05 $ (5.89)

For the quarter and six months ended AprilZm8, the weighted average number of shares ghtifothe table below, underlying
outstanding stock options, employee stock purcpiseoptions, restricted stock units, and warraetspnsidered anti-dilutive because the
exercise price of these equity awards is greatar the average per share closing price on the NAZB#ck Market during this period. In
addition, for the six months ended April 30, 2008 tveighted average number of shares underlyingaGigreviously outstanding 3.75%
convertible notes, which were repaid at maturityrebruary 1, 2008, is considered anti-dilutive pard to SFAS 128 because the related

interest expense on a per common share “if convebasis exceeds Basic EPS for the period.

For the quarter and six months ended AprilZm9, the weighted average number of shares ghtifothe table below, underlying

outstanding stock options, employee stock purcpiseoptions, restricted stock units, and warrastspnsidered anti-dilutive because Ciena

incurred a net loss. In addition, the shares, mgting the weighted average number of sharestiksupon conversion of Ciena’s 0.25%
convertible senior notes and Ciena’s 0.875% coiblersenior notes, are considered anti-dilutivespant to SFAS 128 because the related

interest expense on a per common share “if convebasis exceeds Basic EPS for the period.

The following table summarizes the sharesuslad from the calculation of the denominator fosiBand Diluted EPS due to their anti-

dilutive effect for the periods indicated (in thausls):

Quarter Ended April 3(

Shares excluded from EPS Denominator due to anti-tlitive effect 2008 2009

Shares underlying stock options, restricted stottswand warrant 5,27¢ 7,992
3.75% convertible note — —
0.25% convertible senior not — 7,53¢
0.875% convertible senior not — 13,10¢
Total excluded due to a-dilutive effect 5,27¢ 28,63¢

(16) SHARE-BASED COMPENSATION EXPENSE

Ciena makes equity awards under its 2008 Ouagsnilrcentive Plan (2008 Plan”) and 2003 EmployeisPurchase Plan (‘ESPP”). These

plans were approved by shareholders and are deddrilCiena’s annual report on Form 10-K.
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Six Months Ended April 3C

2008 2009
3,98( 7,95(
371 —
— 7,53¢
— 13,10¢
4,35] 28,591




2008 Plan

Ciena grants stock options and restrictedkstmits under the 2008 Plan. As of April 30, 200%re were 2.8 million shares authorized and
available for issuance thereunder.

Stock Options

Outstanding stock option awards to employeeganerally subject to service-based vestingictisins and vest incrementally over a four-
year period. The following table is a summary ofi@Z's stock option activity for the periods indicatisthares in thousands):

Shares Underlyin Weighted Averag

Options Outstandin Exercise Prict
Balance as of October 31, 20 6,39¢ $48.8¢
Granted 16¢€ 7.5C
Exercisec (76) 1.91
Cancelec (472 53.4¢
Balance as of April 30, 20C 6,017 $47.9¢

The total intrinsic value of options exercigkding the first six months of fiscal 2008 and:&52009, was $12.8 million and $0.4 million,
respectively. The weighted average fair valuesaghestock option granted by Ciena during the firstmonths of fiscal 2008 and fiscal 2009
were $16.95 and $4.26, respectively.

The following table summarizes informationtwiespect to stock options outstanding at AprilZmM9, based on Ciena’s closing stock price
of $11.98 per share on the last trading day of £ssecond fiscal quarter of 2009 (shares andsitrivalue in thousands):

Options Outstanding at April 30, 20 Vested Options at April 30, 20(
Weighted Weighted
Average Average
Remaining Weightec Remaining Weightec
Range o Numbel Contractue Average Aggregat Number Contractue Average Aggregat
Exercise of Life Exercise Intrinsic of Life Exercise Intrinsic
Price Shares (Years) Price Value Shares (Years) Price Value
$001 —$ 16.5: 914 7.1t $ 10.2¢ $ 3,374 584 6.2¢ $ 11.5¢ $ 1,81«
$16.5: — $ 17.4: 59C 6.47 17.21 — 47C 6.0c 17.1¢ —
$17.42 — $ 22.9¢ 49¢ 5.8¢ 21.7¢ — 42C 5.31 21.9¢ —
$2297 — $ 31.71 1,58 5.6€ 29.4: — 1,21¢ 4.8¢ 29.8( —
$31.72 — $ 46.97 1,03 6.7% 39.3¢ — 67C 5.7¢€ 40.1¢ —
$46.9¢ — $ 83.1: 534 3.54 60.1( — 534 3.54 60.1( —
$83.1¢ — $1,046.5! 864 1.7¢ 160.5] — 864 1.7¢ 160.5: —
$ 0.01 — $1,046.5( 6,017 5.4: $ 47.9: $ 3,374 4,75¢€ 4.62 $ 54.2: $ 1,81

Assumptions for Option-Based Awards

Ciena recognizes the fair value of serviceeasptions as share-based compensation expensst@ight-line basis over the requisite
service period. Ciena estimates the fair valueacheoption award on the date of grant using thelBtBcholes option-pricing model, with the
following weighted average assumptions:

Quarter Ended April 3( Six Months Ended April 3(
2008 2009 2008 2009
Expected volatility 53.0% 65.0% 53.0% 65.0%
Risk-free interest rat 2.7%- 3.2% 2.1%- 2.4% 2.7%- 3.6% 1.7%- 2.4%
Expected life (years 5.1-5.3 5.2-5.3 5.1-5.3 5.2-5.3
Expected dividend yiel 0.0% 0.0% 0.0% 0.0%
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Consistent with SFAS 123(R) and SAB 107, Ciemasidered the implied volatility and historicallatility of its stock price in determining
its expected volatility, and, finding both to beuatly reliable, determined that a combination afhbaould result in the best estimate of
expected volatility.

The risk-free interest rate assumption is dagmn observed interest rates appropriate foexpected term of Ciena’s employee stock
options.

The expected term of employee stock optiopsesents the weighted-average period the stockrptire expected to remain outstanding.
As prescribed by SAB 107, Ciena’s expected terbraiged on specific exercise behavior of its hisébgeantees.

The dividend yield assumption is based on &eehistory of not making dividends and its exp#otaof future dividend payouts.

Because share-based compensation expens®@nized only for those awards that are ultimagadyected to vest, the amount of share-
based compensation expense recognized reflectiiatien for estimated forfeitures. Ciena estimétefeitures at the time of grant and revises
those estimates in subsequent periods based upoarrehanged information. Ciena relies upon hisedreéxperience in establishing forfeiture
rates. If actual forfeitures differ from currentiggates, total unrecognized shdrased compensation expense will be adjusted forduwthange
in estimated forfeitures.

Restricted Stock Units

A restricted stock unit is a stock award #atitles the holder to receive shares of Ciena comstock as the unit vests. Ciena’s outstanding
restricted stock unit awards are subject to sefvcsed vesting conditions and/or performance-bassting conditions. Awards subject to
service-based conditions typically vest in increteaver a three to four year period. Awards witHg@enancebased vesting conditions requ
the achievement of certain operational, financialther performance criteria or targets as a camdif vesting, or acceleration of vesting, of
such awards.

Ciena’s outstanding restricted stock unitdude “performance-accelerated” restricted stocksufff ARS), which vest in full four years after
the date of grant (assuming that the granteeli®siployed by Ciena at that time). At the begirgnaf each of the first three fiscal years
following the date of grant, the Compensation Cotteriestablishes one-year performance targets wifigdtisfied, provide for the
acceleration of vesting of one-third of the awaks.a result, the grantee has the opportunity, stibjesatisfaction of performance conditions,
to vest as to the entire award in three years.aienognizes the estimated fair value of perforradrased awards, net of estimated forfeitures,
as shardrased expense over the performance period, usaupdrvesting, which considers each performancedgberitranche separately, ba
upon Ciena’s determination of whether it is proleablat the performance targets will be achievedeah reporting period, Ciena reassesses
the probability of achieving the performance tasgatd the performance period required to meet ttawgets.

The aggregate intrinsic value of Ciena’s ietd stock units is based on Ciena’s closing stwate on the last trading day of each period as
indicated. The following table is a summary of GiErestricted stock unit activity for the periaddicated, with the aggregate intrinsic value
of the balance outstanding at the end of each ghemsed on Ciena'’s closing stock price on thettading day of the relevant period (shares
and aggregate intrinsic value in thousands):

Weighted Averag:

Restricted Stoc Grant Date Fai Aggregate Intrinsic
Units Outstanding Value Per Shar Value
Balance as of October 31, 20 1,84¢ $30.8¢ $17,77:
Granted 3,321
Vested (5349
Canceled or forfeite (43
Balance as of April 30, 20(C 4,59¢ $14.8¢ $55,10!

The total fair value of restricted stock urtitat vested and were converted into common stackgl the first six months fiscal 2008 and
fiscal 2009 was $11.3 million and $3.8 million, pestively. The weighted average fair value of eastricted stock unit granted by Ciena
during the first six months of fiscal 2008 and &§s2009 was $31.99 and $6.96, respectively.
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Assumptions for Restricted Stock Unit Awards

The fair value of each restricted stock unied is estimated using the intrinsic value methatich is based on the closing price on the
of grant. Share-based expense for service-bastttred stock unit awards is recognized, net ofested forfeitures, ratably over the vesting
period on a straight-line basis.

Share-based expense for performance-baseittedistock unit awards, net of estimated forfeity is recognized ratably over the
performance period based upon Ciena’s determinafiovhether it is probable that the performancgets will be achieved. At each reporting
period, Ciena reassesses the probability of aahgetvie performance targets and the performancegesjuired to meet those targets. The
estimation of whether the performance targetsbvélbchieved involves judgment, and the estimagxpénse is revised periodically based on
the probability of achieving the performance tasg&evisions are reflected in the period in whioh éstimate is changed. If any performance
goals are not met, no compensation cost is ultima¢éeognized against that goal and, to the extesniously recognized, compensation cost is
reversed.

2003 Employee Stock Purchase Plan

The ESPP is a non-compensatory plan under E88R) and issuances thereunder do not resultaredbased compensation expense. The
following table is a summary of ESPP activity ahdres available for issuance for the periods inditéshares in thousands):

ESPP shares availak Intrinsic value
for issuance at exercise da
Balance as of October 31, 20 3,48¢
Evergreen provisio 83
Issued March 16, 20C (67) $23
Balance as of April 30, 20C 3,50

Share-Based Compensation Expense for Periods Report

The following table summarizes share-basedpsorsation expense for the periods indicated (ingands):

Quarter Ended April 3C Six Months Ended April 3C

2008 2009 2008 2009
Product cost $ 74z $ 44t $ 1,30 $ 1,15¢
Service cost 392 42¢ 63¢ 82z
Shar-based compensation expense included in cost of 1,134 87C 1,94¢ 1,98(
Research and developmt 2,28¢ 2,81 3,46: 5,38t
Sales and marketir 3,02z 2,68t 5,48¢ 5,38¢
General and administrati\ 2,23 2,77: 4,44; 5,192
Shar-based compensation expense included in operatipgnsg 7,541 8,27¢ 13,39: 15,96
Shar-based compensation expense capitalized in invemet 19€ (48) 41€ (359
Total shar-based compensatic $ 8,871 $ 9,09i $15,75: $17,59:

As of April 30, 2009, total unrecognized comgation expense was: (i) $16.0 million, which resao unvested stock options and is
expected to be recognized over a weigtaedrage period of 1.2 years; and (ii) $55.8 millivhich relates to unvested restricted stock wanit
is expected to be recognized over a weighted-aeguagod of 1.5 years.
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(17) COMPREHENSIVE INCOME (LOSS)
The components of comprehensive income (Mssg as follows (in thousands):

Quarter Ended April 3( Six Months Ended April 3(
2008 2009 2008 2009
Net income (loss $23,76( $(503,21() $52,56° $(528,04))
Change in unrealized gain (loss) on avail-for-sale securitie (742) (89 (204) 1,67
Change in unrealized gain (loss) on derivativerumsents — 1,64¢ — (442)
Change in accumulated translation adjustm 71€ 251 2,00 7
Total comprehensive income (los $23,73¢ $(501,400) $54,36¢ $(526,799)

(18) ENTITY WIDE DISCLOSURES

The following table reflects Ciena’s geograpttistribution of revenue based on the locatiothefpurchaser, with any country accounting
for greater than 10% of total revenue in the pespecifically identified. Revenue attributable &ographic regions outside of the United St
and the United Kingdom is reflected as “Other In&ional” revenue. For the periods below, Ciena&sgyaphic distribution of revenue was as
follows (in thousands, except percentage data):

Quarter Ended April 3( Six Months Ended April 3(
2008 %* 2009 %* 2008 %* 2009 %*
United State: $169,37: 69.¢ $ 91,70( 63.€ $338,89: 72.2 $190,64° 61.2
United Kingdom 36,55¢ 15.1 18,58! 12.¢ 59,74 12.7 45,29¢ 14.5
Other Internatione 36,267 15.C 33,92( 23.5 70,98 15.1 75,65¢ 24.:
Total $242,19¢ 100.( $144,20: 100.( $469,61! 100.( $311,60: 100.(

* Denotes % of total revent

The following table reflects Ciena’s geograptlistribution of equipment, furniture and fixturegth any country attributable for greater
than 10% of total equipment, furniture and fixtusgecifically identified. Equipment, furniture afigtures attributable to geographic regions
outside of the United States are reflected as fiatiional.” For the periods below, Ciena’s geogiaplistribution of equipment, furniture and
fixtures was as follows (in thousands, except paage data):

October 31 April 30,
2008 %% 2009 %%
United State: $49,35! 82.2 $48,15¢ 80.1
International 10,61¢ 17.7 11,94¢ 19.¢
Total $59,967 100.( $60,09¢ 100.(

* Denotes % of total equipment, furniture and fixa

For the periods below, Ciena’s distributior@fenue was as follows (in thousands, except ptage data):

Quarter Ended April 3C Six Months Ended April 3C
2008 %* 2009 %* 2008 %* 2009 %*
Optical service deliver $203,16° 83.¢ $105,50¢ 73.2 $393,72( 83.¢ $235,69! 75.7
Carrier Ethernet service
delivery 13,01« 54 13,34¢ 9.2 24,25: 5.2 22,87: 7.2
Services 26,01¢ 10.7 25,35; 17.€ 51,64« 11.C 53,03t 17.C
Total $242,19¢ 100.( $144,20: 100.( $469,61! 100.(C $311,60: 100.(

* Denotes % of total revent
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For the periods below, customers accountingfideast 10% of Ciena’s revenue were as folldwshpusands, except percentage data):

Quarter Ended April 3( Six Months Ended April 3C
2008 %* 2009 %* 2008 %* 2009 %*
Company A n/e — n/e — 59,88( 12.¢ n/e —
Company E 31,13: 12.¢ n/e — 47,14( 10.C 33,23¢ 10.7
Company C 27,62 11.4 n/e — n/e — n/e —
Company C 67,91« 28.C 40,10¢ 27.¢ 129,69. 27.€ 72,66 23.%
Total $126,66¢ 52.% $40,10¢ 27.¢ $236,71. 50.4 $105,90( 34.C

n/a Denotes revenue representing less than 10% ofretahue for the peric
* Denotes % of total revent

(19) CONTINGENCIES
Foreign Tax Contingencie

Ciena has received assessment notices froMexean tax authorities asserting deficienciepagments between 2001 and 2005 related
primarily to income taxes and import taxes andaefutCiena has filed judicial petitions appealingsthassessments. As of October 31, 200:
April 30, 2009, Ciena had accrued liabilities ofGillion and $0.9 million, respectively, relatedthese contingencies, which are reportec
component of other current accrued liabilities.oAd\pril 30, 2009, Ciena estimates that it couldelxposed to possible losses of up to
$5.8 million, for which it has not accrued liali#is. Ciena has not accrued the additional incoméahilities because it does not believe that
such losses are more likely than not to be incu@ea has not accrued the additional import taxesduties because it does not believe the
incurrence of such losses is probable. Ciena coesito evaluate the likelihood of probable andaeably possible losses, if any, related to
these assessments. As a result, future increaskeirases to accrued liabilities may be necessatwvill be recorded in the period when such
amounts are probable and estimable.

Litigation

On November 7, 2008, JDS Uniphase Corp. (“JD3iléd a complaint with the United States InternaibTrade Commission (ITC) agail
Ciena and several other respondents, allegingijgrnent of two patents (U.S. Patent Nos. 6,658:0856,687,278) relating to tunable laser
chip technology. The complaint, which names Ciema aompany whose products incorporate the ac¢dashdology manufactured by certain
other respondents and which technology is impdrtezithe United States, seeks a determination elief under Section 337 of the Tariff Act
of 1930. On December 17, 2008, Ciena and certhieraespondents entered into a Settlement Agreeamehfgreement to be Bound with
JDSU, whereby those respondents agreed, in excliandesmissal from the investigation, to be bounydany exclusion order issued by the
ITC in the investigation in favor of JDSU that takeffect against one or more of the non-settlimpoadents. Ciena was not required to make
any payment in connection with this settlement agrent. Based on that agreement, JDSU contemporsigdided a motion to terminate the
investigation with respect to Ciena and certaireptiespondents. Based on the ITC ssaffitial response to that motion, the parties reaténto
an amended settlement agreement and, on Janu20@®, JDSU filed an amended motion to terminateF&woruary 3, 2009, the ITC judge
issued an order granting JDSU’s amended motioartnihate, which order was affirmed by the full coission on February 27, 2009.
Accordingly, the ITC investigation has been terneabawith respect to Ciena.

On May 29, 2008, Graywire, LLC filed a complgin the United States District Court for the Nhantn District of Georgia against Ciena and
four other defendants, alleging, among other thititgt certain of the parties’ products infringeSUPatent 6,542,673 (the “‘673 Patent”),
relating to an identifier system and componentftiical assemblies. The complaint, which seeksittjve relief and damages, was served
upon Ciena on January 20, 2009. Ciena filed an eanswthe complaint and counterclaims against Giayan March 26, 2009, and an
amended answer and counterclaims on April 17, 2009April 24, 2009, Ciena and certain other defetsiéiled an application fdnter partes
reexamination of the ‘673 Patent with the U.S. Riaéend Trademark Office. On the same date, Cieddtenother defendants filed a motion to
stay the case pending reexamination of all of titemqts-insuit, which motion is pending with the court. Cidredieves that it has valid defen:
to the lawsuit and intends to defend it vigorously.

On January 31, 2008, Ciena Corporation andhi¥ap Grumman Guidance and Electronics Companyigusly named Litton Systems,
Inc.) entered into an agreement to settle patBgation between the parties pending in the UnB&ates District Court for the Central Distric
California. Pursuant to the settlement agreemeishdmade a $7.7 million payment and agreed tammify the plaintiff, should it be unable
collect compensatory damages awarded, if anyfimadjudgment in its favor against a specified iZesupplier. This obligation is specific to
this litigation and, while there is no maximum ambpayable, Ciena’s obligation is limited to plaifs collection of that portion of any
compensatory damages award that relates to thdietppale of infringing products to Ciena. Cigmas determined the fair value of this
guarantee to be insignificant.
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As a result of its June 2002 merger with Ol$t8ms Corp., Ciena became a defendant in a Sesuriaiss action lawsuit filed in the United
States District Court for the Southern DistrictNg#w York in August 2001. The complaint named ONiitain former ONI officers and certain
underwriters of ONI’s initial public offering (IPQJs defendants and alleges, among other thingshihanderwriter defendants violated the
securities laws by failing to disclose alleged cemgation arrangements in ONI’s registration statgrand by engaging in manipulative
practices to artificially inflate the ONI's stockipe after the IPO. The complaint also alleges @idt and the named former officers violated
the securities laws by failing to disclose the umd#ers’ alleged compensation arrangements andpuative practices. The former ONI
officers have been dismissed from the action witlmwejudice. Similar complaints have been filediagamore than 300 other issuers that have
had initial public offerings since 1998, and alltbése actions have been included in a single auaiet proceeding. No specific amount of
damages has been claimed in this action. Due tmbesent uncertainties of litigation, Ciena canacturately predict the ultimate outcome of
the matter at this time.

In addition to the matters described aboven€iis subject to various legal proceedings, clainuslitigation arising in the ordinary course
its business. Ciena does not expect that the ukimasts to resolve these matters will have a nahffect on its results of operations, finan
position or cash flows.

Item 2. Managemer's Discussion and Analysis of Financial Conditionnal Results of Operations

Some of the statements contained, or incorporaya@terence, in this quarterly report discuss fetewvents or expectations, contain
projections of results of operations or financiahdition, changes in the markets for our productd aervices, or state oth“forward-
looking” information. Ciena’s “forward-looking” inbrmation is based on various factors and was derivging numerous assumptions. In
some cases, you can identify these “forward-lookitagements” by words like “may,” “will,” “should,”“expects,” “plans,” “anticipates,”
“believes,” “estimates,” “predicts,” “potential” or “continue” or the negative of those words and athemparable words. You should be
aware that these statements only reflect our curpeedictions and beliefs. These statements argesuto known and unknown risks,
uncertainties and other factors, and actual evemteesults may differ materially. Important factdtsat could cause our actual results to be
materially different from the forward-looking statents are disclosed throughout this report, patédy in Item 1A “Risk Factors” of Part Il
of this report below. You should review these fégitors and the rest of this quarterly report imtdoination with the more detailed description
of our business and management’s discussion anlysia@f financial condition in our annual repom ¢-orm 10-K , which we filed with the
Securities and Exchange Commission on Decemb&(®8, for a more complete understanding of thesradsociated with an investment in
Ciena’s securities. Ciena undertakes no obligatmnevise or update any forward-looking statements.

Overview

We are a provider of communications networléggipment, software and services that supportr#msport, switching, aggregation and
management of voice, video and data traffic. Odicapservice delivery and carrier Ethernet serdeévery products are used, individually or
as part of an integrated solution, in networks afest by communications service providers, cableaipes, governments and enterprises
around the globe. We are a network specialistetarg the transition of disparate, legacy commuivos networks to converged, next-
generation architectures, better able to handieased traffic and deliver more efficiently a breachix of high-bandwidth communications
services. Our products, along with our senageare operating system and unified service andp@h management, enable service provide
efficiently and cost-effectively deliver criticahgerprise and consumeriented communication services. Together withprofessional suppo
and consulting services, our product offering saeladdress holistically the business and netwesds of our customers. By improving
network productivity, reducing operating costs andbling new and integrated service offerings, veate business and operational value for
our customers.

Our quarterly reports on Form 10-Q, annuabrepon Form 10-K and current reports on Form 8lé&dfwith the SEC are available through
the SEC’s website at www.sec.gov or free of chameur website as soon as reasonably practicatglevaé file these documents. We
routinely post the reports above, recent news andancements, financial results and other impoitdotmation about Ciena on our website
at www.ciena.com

Effect of Current Market Conditior

Our business and results of operations coatiasuffer negative effects of ongoing difficulaonoeconomic conditions, further exacerbated
by customer-specific challenges and significantuiions in the financial and credit markets glbpdh response to market conditions, many
companies, including some of our largest commuitunatservice provider
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customers, have slowed spending and indicatedititeintion to reduce overall capital expenditures@mpared to last year. As a result, we
have experienced order delays, lengthening saldssgnd slowing deployments in recent quartessiltiag in lower demand across our
customer base in all geographies.

These conditions have negatively affectedreuenue and earnings in recent quarters. Revemubddirst six months of fiscal 2009 was
$311.6 million in comparison to $469.6 million fitre same period in fiscal 2008. We expect our regdaor fiscal 2009 to be significantly
lower than our fiscal 2008 results and we will hetprofitable for the year. The magnitude of tHeafof current market conditions on our
results of operations is difficult to predict ardrsficantly linked to the duration and severitytbe economic downturn and the resulting level
of capital expenditure by our largest customers.

Strategy

Despite ongoing macroeconomic challenges,amtirtue to believe in our longer-term market oppoities and the potential represented by
the underlying drivers of future demand in our &ngarkets. We believe growing consumer and erigerpise of, and increased dependence
upon, a variety of broadband applications and sesyiwill continue to consume bandwidth, requiing customers to invest in their networks
and transition to more efficient, robust and ecoivatmetwork architectures. As a result, we intemdontinue to invest in our business,
prioritizing spending on key product and technolagtiatives that we believe will strategically ptign us for longer-term growth when we
emerge from this challenging period. Specificatlyr ongoing development is focused upon the evariutif our CoreDirectd® Multiservice
Optical Switch family, the expansion of our carifiggthernet service delivery and aggregation prodaatd the extension of our CN 4200™
FlexSelect™ Advanced Service Platform, includin@GGechnologies and capabilities. lllustrativehs £xecution of this strategy, in
May 2009, we announced plans to implement our 1ig§tG network for NYSE Euronext’s new state-of-#ireelata centers in the greater New
York and London metropolitan areas.

Our broader development initiatives remairuf®Ed on delivering upon our vision of transformireworks to adapt and scale, manage
unpredictability and eliminate barriers to new ssg\offerings. This vision of simplified, highly-eamated networks is based on the following
technologies:

. Programmable network elements, including soft-programmable hardware platforms and interfacesubatour FlexiPol
technology, to enable -demand and automated support for multiple senaoelsapplications

. Common service-aware operating system and unifeagsport and service management software fontaglated solution ensuring all
network elements work seamlessly together for rdpid/ery of services and applications; ¢

. Optimized carrier Ethernet technolo— our True Carrier Ethernet’— for enhanced management, faster provisioning, i
reliability and support for a wider variety of sems.

Through these capabilities, we seek to enable met®to automate delivery and management of a broadf services over networks that
offer enhanced flexibility and are more cost-effeeto deploy, scale and manage.

Restructuring Activitie

During this period of macroeconomic weaknesgsjntend to manage our workforce and operatingsamarefully to ensure that they are
aligned with our business and market opportunifeging the second quarter of fiscal 2009, we tackon to effect a headcount reduction of
approximately 200 employees or 9% of our globalkfance, with headcount reductions implemented acms organizations and geograph
As part of this action, we will also close our ActdMassachusetts research and development familitr about June 30, 2009. We expect tl
steps will help better align our operating expengh market opportunities and the development sgaiabove. In connection with these
actions, we incurred a $3.5 million charge during gecond quarter of fiscal 2009, principally cstisig of employee-related restructuring
expense. We also incurred a $2.9 million restrusgucharge related to the revision of previousneates for restructured facilities. We also
expect to incur employee-related restructuring gesiof approximately $0.5 million and facilitiedated restructuring charges, primarily
related to remaining lease payments, of approxiy&®0 million to $4.0 million during the thirddtal quarter of 2009.

Goodwill Impairment

Based on a combination of factors, includingent macroeconomic conditions described aboveassubtained decline in our common
stock price and market capitalization below ourbik value, we conducted an interim impairmenesssent of goodwill during the second
quarter of fiscal 2009. The conclusion of this assgent was the write-off of all goodwill remainiog our balance sheet, resulting in an
impairment charge of $455.7 million in the secondrter of fiscal 2009. This impairment charge digantly affected our operating expense
and operating and net loss for the second quafrfescal 2009. The impairment charge above will restult in any current or future cash
expenditures.
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Acquisition of World Wide Packe

On March 3, 2008, we completed our acquisitib/orld Wide Packets, Inc. (“WWP”), a provider@dmmunications network equipment
that enables the cost-effective delivery of a \grad carrier Ethernet-based services. See NotetBe Condensed Consolidated Financial
Statements included in Item 1 of Part | of thisarefior additional information related to this aésjtion.

Financial Result:

We experienced the year-over-year and secqleatienue declines set forth below primarily assult of the market conditions described
above and the resulting decrease in demand acuossistomer base.

. Revenue for the second quarter of fiscal 2009 wid<l R million, representing a 14% sequential desgdeom $167.4 million in th
first quarter of fiscal 2009 and a 41% decrease f$@42.2 million in second quarter of fiscal 20

. Revenue from the U.S. for the second quarteiso&f 2009 was $91.7 million, a decrease from $&8IBon in the first quarter of
fiscal 2009 and $169.4 million in the second quantdiscal 2008

. International revenue for the second quarter abfi2009 was $52.5 million, a decrease from $68lkomin the first quarter of 200
and $72.8 million in the second quarter of fisd@0&; anc

. As a percentage of revenue, international reverage36.4% during the second quarter of fiscal 28afscrease from 40.9% in the 1
quarter of fiscal 2009 and an increase from 30.4%eé second quarter of fiscal 20

In recent quarters our international compositf revenue has been higher than historical geridhis reflects our continued investments in
our EMEA operations, as well as the effect of digant reductions in spending by our largest, th&ed communications service provider
customers as a result of the economic downturertiational revenue, measured in dollars has begatinely affected by the global market
conditions described above as well as the strengtpef the U.S. dollar in recent periods.

For the second quarter of fiscal 2009, on¢orner accounted for 27.8% of revenue, as comparedrtfirst quarter of 2009, when three
customers accounted for greater than 10% of revandet0.8% in the aggregate.

Gross margin for the second quarter of fi@€#l9 was 42.1%, down from 42.9% in the first quanfefiscal 2009, and 52.7% in the second
quarter of fiscal 2008. Gross margin for the secpuarter of fiscal 2009 was negatively affecteccbgrges of approximately $5.8 million
related to two committed customer sales contretsresult in a negative gross margin on the initieases of the customers’ deployment. The
charges relate to a contract with a new large @acustomer in a new geography for our sales, anthar contract to secure a new market
opportunity with an existing international carrgarstomer. Part of our strategy is to focus on tieevth and diversification of our customer
base, including through an expansion of our glébatprint outside of our traditional markets in foAmerica and Western Europe. As we
have sought to execute on this strategy and displumbent equipment vendors, we have experiegieader pricing pressure, particularly
our core transport products.

Operating expense for the second quarteso&fi2009 was $563.7 million, an increase from &®&illion in the first quarter of fiscal 2009
and $108.6 million for the second quarter of fis2@08. Exclusive of the goodwill impairment andtresturing charges described above,
operating expense for the second quarter incréag88.0 million sequentially. This increase wasnaiily related to research and developn
expense to fund the development initiatives aratedry described above.

Our loss from operations for the second quattéscal 2009 was $503.0 million. This compates $26.7 million loss from operations
during the first quarter of 2009 and $19.0 milliarincome from operations for the second quartdischl 2008. Our net loss for the second
quarter of fiscal 2009 was $503.2 million, or $5(&8 share. This compares to a net loss of $24I®mior $0.27 per share, for the first qua
of fiscal 2009.

We generated $2.9 million in cash from operaiduring the second quarter of fiscal 2009, atimgj of the use of $12.4 million in cash
from net income (adjusted for non-cash charges)did3 million in net cash generated from changesarking capital. This compares with a
use of $0.9 million in cash from operations durihg first quarter of fiscal 2009, consisting of$Hillion in cash generated from net income
(adjusted for non-cash charges) and a $6.8 mitietruse of cash resulting from changes in workangjtal.
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At April 30, 2009, we had $583.5 million ingtaand cash equivalents and $482.3 million of staonh investments in marketable debt
securities.

As of April 30, 2009, head count was 2,10dearease from 2,238 at January 31, 2009 and 2148k 30, 2008.

Results of Operations

Our results of operations for the first sixmtits and second quarter of fiscal 2008 only inclindeoperations of World Wide Packets after
the March 3, 2008 acquisition date.

Revenut
We derive revenue from sales of our productbservices, which we discuss in the following ghneajor groupings:

1. Optical Service Deliver. Included in product revenue, this revenue grogipéilects sales of our transport and switct
products and legacy data networking products aladied software. This revenue grouping was previoteflerred to as our
“converged Ethernet infrastruct” products.

2. Carrier Ethernet Service Delivel. Included in product revenue, this revenue grogipéflects sales of our service delivery i
aggregation switches, Ethernet access productagdbemd access products, and the related soft

3. Services Included in services revenue are sales of irdiall, deployment, maintenance support, consuliimdytraining
activities.

The nature of our business exposes us takibiéhbod of quarterly fluctuations in revenue. ikable portion of our revenue continues to
come from sales to a small number of communicatsemgice providers for large network builds. Asault, our revenues are closely tied tc
prospects, performance, and financial conditionwflargest customers and are significantly affétte market-wide changes, including
reductions in enterprise and consumer spendingaffect the businesses and level of infrastruetatated spending by communications
service providers. Moreover, these network projactsgenerally characterized by large and spoegliqppment orders and contract terms that
can result in the recognition or deferral of sigraht amounts of revenue in a given quarter. Timéntj of such orders and recognition of the
related revenue can be difficult to predict. Weemtythis high level of revenue concentration amamsgnall number of large communications
service provider customers to continue. This cotreéion of revenue increases our risk of quartéidgtuations in revenue and operating res
and can exacerbate our exposure to reductionseimdépg or changes in network strategy involving onenore of our significant customers.

Given current macroeconomic conditions andefffiect of lower demand in recent quarters, as a®lthanges in the mix of our revenue
toward products with shorter customer lead times percentage of our quarterly revenue relatingrders placed in that quarter has increased
in comparison to prior periods. Lower levels of klag and an increase in the percentage of quamtevlgnue relating to orders placed in that
quarter could result in more variability and lessdictability in our quarterly results.

Cost of Goods Sold

Product cost of goods sold consists primarlgmounts paid to third-party contract manufaatireomponent costs, direct compensation
costs and overhead, shipping and logistics costscéated with manufacturing-related operations rarety and other contractual obligations,
royalties, license fees, amortization of intangifdsets, cost of excess and obsolete inventorywdreth applicable, estimated losses on
committed customer contracts.

Services cost of goods sold consists primafilgirect and third-party costs, including perselntosts, associated with provision of services
including installation, deployment, maintenancepsrp consulting and training activities, and, wiagplicable, estimated losses on committed
customer contracts.

Gross Margin

Gross margin continues to be susceptible gotgtly fluctuation due to a number of factors.dvrct gross margin can vary significantly
depending upon the mix of products and customeasgiven fiscal quarter. Gross margin can alsofteeted by volume of orders, our ability
to drive product cost reductions, geographic nfig, level of pricing pressure we encounter, ounhiiction of new products or entry into new
markets, any significant liquidated damages dygetéormance problems or delays, charges for exasd®bsolete inventory and changes in
warranty costs.
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Service gross margin can be affected by theahcustomers and services, particularly the ngtnteen deployment and maintenance
services, geographic mix and the timing and exééany investments in internal resources to supiistbusiness.
Operating Expense

Research and development expense primarilgistsnof salaries and related employee expenskding share-based compensation
expense), prototype costs relating to design, dgweént, testing of our products, and third-partystdting costs.

Sales and marketing expense primarily consissalaries, commissions and related employeersey@ncluding share-based compensation
expense), and sales and marketing support expiecgealing travel, demonstration units, trade shoywesnse, and third-party consulting costs.

General and administrative expense primanolysists of salaries and related employee expenskeiding share-based compensation
expense), and costs for third-party consulting @heér services.

Amortization of intangible assets primarilyleets purchased technology and customer relatipasfrom our acquisitions.

Three months ended April 30, 2008 compared to thneenths ended April 30, 2009
Revenue, cost of goods sold and gross ¢

The table below (in thousands, except pergentiata) sets forth the changes in revenue, cagiaifs sold and gross profit for the periods
indicated:

Quarter Ended April 3( Increase
2008 %* 2009 %* (decrease %**

Revenues

Products $216,18: 89.: $118,84¢ 82.4 $(97,33)) (45.0

Services 26,01¢ 10.7 25,35; 17.€ (666€) (2.€)
Total revenue 242,19¢ 100.C 144,20: 100.C (97,999 (40.5)
Costs:

Products 96,04 39.7 65,41¢ 45,4 (30,627 (31.9

Services 18,56: 7.7 18,06: 12.t (500 (2.7)
Total cost of goods so 114,60: 47.c 83,48: 57.¢ (31,129 (27.2)
Gross profil $127,59¢ 52.7 $ 60,72( 42.1 $(66,87¢) (52.9)

* Denotes % of total reveni
**  Denotes % change from 2008 to 2(
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The table below (in thousands, except pergentiata) sets forth the changes in product revgmaduct cost of goods sold and product
gross profit for the periods indicated:

Quarter Ended April 3C Increase
2008 %* 2009 %* (decrease %o**
Product revenu $216,18: 100.( $118,84¢ 100.( $(97,33)) (45.0
Product cost of goods sc 96,04’ 44 .4 65,41¢ 55.C (30,629 (31.9
Product gross prof $120,14( 55.€ $ 53,43( 45.C $(66,710) (55.5)

* Denotes % of product reven
**  Denotes % change from 2008 to 2(

The table below (in thousands, except pergentiata) sets forth the changes in services reyseudces cost of goods sold and services
gross profit for the periods indicated:

Quarter Ended April 3C Increase
2008 %* 2009 %* (decrease %**
Services revenu $26,01¢ 100.( $25,35: 100.( $ (66€) (2.6)
Services cost of goods sc 18,56: 715 18,06: 71.2 (500 (2.7
Services gross prof $ 7,45¢ 28.1 $ 7,29( 28.¢ $ (16€ (2.2

* Denotes % of services rever
**  Denotes % change from 2008 to 2(

The table below (in thousands, except pergentizta) sets forth the changes in distributioreeénue for the periods indicated:

Quarter Ended April 3C Increase
2008 %* 2009 %* (decrease %o**
Optical service deliver $203,16° 83.¢ $105,50: 73.2 $(97,667) (48.2)
Carrier Ethernet service delive 13,01« 54 13,34¢ 9.2 331 2.
Services 26,01¢ 10.7 25,35: 17.€ (66€) (2.6)
Total $242,19¢ 100.( $144,20: 100.( $(97,99¢ (40.5)

* Denotes % of total revent
**  Denotes % change from 2008 to 2(
Revenue from sales to customers based ouéithe United States is reflected as “Internatidirathe geographic distribution of revenue

below. The table below (in thousands, except peaggndata) sets forth the changes in geographigbdison of revenue for the periods
indicated:

Quarter Ended April 3( Increase
2008 %* 2009 %* (decrease %o**
United State: $169,37: 69.¢ $ 91,70( 63.€ $(77,679) (45.9)
International 72,82¢ 30.1 52,50 36.4 (20,329 (27.9)
Total $242,19¢ 100.( $144,20: 100.( $(97,999 (40.5)

* Denotes % of total reveni
**  Denotes % change from 2008 to 2(

Certain customers each accounted for at E#&t of our revenue for the periods indicated (puands, except percentage data) as follows:
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Quarter Ended April 3(

2008 %* 2009 %*
Company E $ 31,13: 12.¢ $ nle —
Company C 27,62: 11.4 n/e —
Company C 67,91« 28.C 40,10¢ 27.¢
Total $126,66¢ 52.2 $40,10¢ 27.¢

n/a Denotes revenue recognized less than 10% of tahue for the peric

*

Denotes % of total revent

Revenue

Product revenuedecreased primarily due to a $97.7 million decreasales of our optical service delivery produtswer optical
service delivery revenue reflects decreases offdlion in sales of core switching products, #3thillion in sales of core transport
products, $12.8 million in sales of our CN 4200™8xSelect™ Advanced Service Platform and $12.1 onilln sales of legacy data
networking and metro transport produ

Services revenueremained relatively flaf

United States revenuedecreased primarily due to a $76.4 million decréasales of our optical service delivery produtiswer
optical service delivery revenue reflects decreas&85.5 million in sales of core transport pro$32.8 million in sales of core
switching products and $7.5 million in sales ofdeg data networking and metro transport prodt

International revenue decreased primarily due to a $21.3 million decréasales of our optical service delivery produ@tsis
reflects a decrease of $12.2 million in sales of4280, $7.9 million in sales of core switching pwots and $4.6 million of legacy data
networking and metro products, partially offseteh$3.4 million increase in sales of our core tramsproducts

Gross profit

Gross profit as a percentage of revenudecreased due to less favorable product and geagnagix, including fewer sales of core
switching products as a percentage of total reveinaeeased charges related to losses on comnaitttdmer sales contracts and
higher charges relating to warran

Gross profit on products as a percentage of produagevenuedecreased due to less favorable product and geugragix, increase!
charges related to losses on committed customes sahtracts and higher charges relating to wayrr

Gross profit on services as a percentage of serviceevenueremained largely unchanged y-over-year.

Operating expense

The table below (in thousands, except pergentiata) sets forth the changes in operating exgenshe periods indicated:

Quarter Ended April 3C Increase
2008 %* 2009 %* (decrease %o**
Research and developm: $ 44,62¢ 18.F $ 49,48. 34.: $ 4,854 10.¢
Selling and marketin 38,59: 15.¢ 33,29¢ 23.1 (5,29€) (13.9)
General and administrati\ 16,65( 6.9 12,61¢ 8.7 (4,035 (24.2)
Amortization of intangible asse 8,76( 3.6 6,22¢ 4.3 (2,53¢€) (28.9)
Restructuring cos — 0.C 6,39¢ 4.4 6,39¢ 100.(
Goodwill impairment — 0.C 455,67: 316.C 455,67: 100.(
Total operating expen: $108,62¢ 44.¢ $563,68t¢ 390.¢ $455,05¢ 418.¢

*

*%

Denotes % of total reveni
Denotes % change from 2008 to 2(

Research and development expenbenefitted by $1.7 million in favorable foreign &eamge rates, primarily due to the strengthe
of the U.S. dollar. The resulting $4.9 million métange reflects a $3.6 million incre:
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in prototype expense related to the developmetiaiivies described above. The increase also refiacteases of $2.3 million
employee compensation cost, primarily due to inrsedaheadcount, $1.5 million in facilities and imf@tion systems expense, and
$1.0 million in depreciation expense. These in@sasgere partially offset by a decrease of $2.6ionilin consulting services expen

Selling and marketing expensbenefitted by $0.6 million in favorable foreign &eange rates primarily due to the strengthening@
U.S. dollar. The resulting $5.3 million net chanmg#ects decreases of $3.1 million in employee censation cost, $1.2 million in
travel-related expenditures, $0.9 million in cotisigl services expense, and $0.5 million in markgeprogram costs. These decreases
were partially offset by an increase of $0.5 miilio facilities and information systems expen:

General and administrative expensdenefitted by $0.1 million in favorable foreign &eange rates primarily due to the strengthel
of the U.S. dollar. The resulting $4.0 million métange reflects decreases of $1.3 million in emgroyompensation cost, $1.3 million
in consulting service expense, $0.6 million in tewlogy-related expenses and $0.5 million in faesitand information systems
expenses

Amortization of intangible assets costdecreased due to certain intangible assets reattéimguseful life and becoming ful
amortized prior to the second quarter of fiscal®!(

Restructuring costswere related to the actions describe Overview— Restructuring Activitie” above.
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Other items
The table below (in thousands, except pergentiata) sets forth the changes in other itemthéoperiods indicated:

Quarter Ended April 3( Increase
2008 %* 2009 %* (decrease %**

Interest and other income, t $8,4817 38 $3,50¢ 24 $(4,979 (58.7)
Interest expens $1,861 0.8 $1,85:2 1.3 $ (9 (0.5
Loss on cost method investme $ — — $2,57( 1.8 $2,57( 100.(
Provision (benefit) for income

taxes $1,83: 0.8 $ (672 (0.5 $(2,505) (136.%)
* Denotes % of total revent
**  Denotes % change from 2008 to 2(

. Interest and other income, neidecreased due to lower interest rates on investheahces and lower average cash and investment

balances due to the use of $210.0 million in casisicleration and related expenses associated withagjuisition of WWP in the
second quarter of fiscal 2008. Because we havioadéd our funds principally to investments in LrSasuries, we expect interest
and other income, net to decrease as comparee settond quarter of fiscal 20(

. Interest expenseremained relatively unchange

. Loss on cost method investmentfor the second quarter of fiscal 2009 was primattihg to a decline in value of our investment
privately held technology company that was deteetito be other-than-temporary. See Note 7 to oms@laated Financial
Statements in Item 1 of Part | of this rep

. Provision for income taxesdecreased primarily due to decreased federal ael tstx expense, and refundable federal tax créli
did not record a tax benefit for domestic lossednguthe second quarter of fiscal 201
Six months ended April 30, 2008 compared to six nimnended April 30, 200
Revenue, cost of goods sold and gross ¢

The table below (in thousands, except pergentiata) sets forth the changes in revenue, cagiaifs sold and gross profit for the periods
indicated:

Six Months Ended April 3C Increase
2008 %* 2009 %* (decrease %o**

Revenues

Products $417,97: 89.( $258,56¢ 83.C $(159,40Y) (38.1)

Services 51,64« 11.C 53,03t 17.C 1,391 2.7
Total revenue 469,61! 100.( 311,60: 100.(C (158,019 (33.¢)
Costs:

Products 187,42¢ 39.¢ 141,78t 455 (45,647) (24.9)

Services 38,02: 8.1 37,25 12.C (770 (2.0
Total cost of goods so 225,45( 48.C 179,03¢ 57.F (46,419 (20.6)
Gross profil $244,16! 52.C $132,56: 42.F $(111,60:) (45.7)

* Denotes % of total reveni
**  Denotes % change from 2008 to 2(

The table below (in thousands, except pergentiata) sets forth the changes in product revgmaduct cost of goods sold and product
gross profit for the periods indicated:
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Six Months Ended April 3(

2008
Product revenu $417,97:
Product cost of goods sc 187,42¢

Product gross prof $230,54:

* Denotes % of product reven
**  Denotes % change from 2008 to 2(

%* 2009

100.( $258,56¢
44.¢ 141,78t
55.2 $116,78(

%*

100.(
54.¢
45.2

Increase

(decrease %o**
$(159,40Y) (38.0)
(45,647) (24.9)
$(113,76)) (49.9)

The table below (in thousands, except pergentiata) sets forth the changes in services reyseudces cost of goods sold and services

gross profit for the periods indicated:

Six Months Ended April 3C

2008
Services revenu $51,64¢
Services cost of goods sc 38,02:
Services gross prof $13,62:

* Denotes % of services rever
**  Denotes % change from 2008 to 2(

%* 2009

100.( $53,03¢
73.€ 37,25
26.4 $15,78¢

%*

100.(
70.2
29.¢

Increase

(decrease %**

$ 1,391 2.7
(770) (2.0)

$ 2,161 15.¢

The table below (in thousands, except pergentiata) sets forth the changes in distributioreeénue for the periods indicated:

Six Months Ended April 3(

2008
Optical service deliver $393,72(
Carrier Ethernet service delive 24,25
Services 51,64«
Total $469,61!

* Denotes % of total reveni
**  Denotes % change from 2008 to 2(

%* 2009
83.¢ $235,69!
5.2 22,87
11.C 53,03¢
100.( $311,60:

0p*

= ~
NNo
~lo O~

100.

Increase

(decrease %**
$(158,02)) (40.2)
(1,380 (5.7)
1,391 2.7
$(158,014) (33.6)

Revenue from sales to customers based ouwbithe United States is reflected as “Internatidimathe geographic distribution of revenue
below. The table below (in thousands, except peagendata) sets forth the changes in geographigbdison of revenue for the periods

indicated:

Six Months Ended April 3C

2008
United State: $338,89:
International 130,72
Total $469,61!

* Denotes % of total revent
**  Denotes % change from 2008 to 2(

%* 2009
72.2 $190,64"
27.¢ 120,95

100.( $311,60:

0p*

w o
Q=
~lm Ny

100.

Increase

(decrease %o**
$(148,24.) (43.7)
(9,770 (7.5)
$(158,01) (33.6)

Certain customers each accounted for at E#&t of our revenue for the periods indicated (puands, except percentage data) as follows:
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Six Months Ended April 3C

2008 %* 2009 %*
Company A $ 59,88( 12.¢ n/e —
Company E 47,14( 10.C 33,23¢ 10.7
Company C 129,69: 27.€ 72,66! 23.5
Total $236,71. 50.< $105,90( 34.C

n/a Denotes revenue recognized less than 10% of tahue for the peric

*

Denotes % of total revent

Revenue

Product revenuedecreased primarily due to a $158.0 million deaeasales of our optical service delivery produttsver optical
service delivery revenue reflects decreases ofo@T@lion in sales of core transport products, $a@illion in sales of core switching
products and $26.2 million in sales of legacy degworking and metro transport products. This desgevas partially offset by a
$7.0 million increase in sales of our CN 4200. @wenue was also affected by a $1.6 million deerégasevenue from our carrier
Ethernet service delivery products. Lower carrithreEnet service delivery revenue reflects a deeref$9.2 million in sales of our
broadband access products, partially offset by.& @illion increase in sales of our service defjvand aggregation switche

Services revenudncreased by $1.4 million due to $4.1 million in&se in maintenance and support services, partififet by
$2.7 million decrease in deployment servic

United States revenuedecreased primarily due to a $143.8 million de@éasales of our optical service delivery productsver
optical service delivery revenue reflects decreas&34.2 million in sales of core transport pro$58.7 million in sales of core
switching products and $14.5 million in sales @fdey data networking and metro transport prodddis decrease was partially offset
by a $3.6 million increase in sales of our CN 4200r revenue was also affected by a $4.8 milliccreiase in revenue from our car
Ethernet service delivery products. Lower carrithreEnet service delivery revenue reflects a deeref$9.2 million in sales of our
broadband access products, partially offset by.4 llion increase in sales of our service deljvand aggregation switche

International revenue decreased primarily due to a $14.2 million decréasales of our optical service delivery produ@tsis
primarily reflects a decrease of $11.7 million &les of legacy data networking and metro trangpaducts and $7.3 million in sales
of core switching products. This decrease wasalbribffset by a $3.4 million increase in sale<ON 4200, $1.3 million sales of core
transport products, and $1.2 million of servicesraie.

Gross profit

Gross profit as a percentage of revenudecreased due to less favorable product and geugnagix, including fewer sales of co
switching products as a percentage of total reveinaesased charges related to losses on comneitt&dmer sales contracts and
higher charges relating to warran

Gross profit on products as a percentage of produagevenuedecreased due to less favorable product and geagragix, including
fewer sales of core switching products as a peagenof total revenue, increased charges relatlxdses on committed customer sales
contracts and higher charges relating to warre

Gross profit on services as a percentage of serviceevenueincreased as a result of favorable services migifipally related to
sales and maintenance contracts, as well as nmiiceef deployment. Services gross margin remagevhy dependent upon the mix
of services in a given period and may fluctuatenfiquarter to quarte
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Operating expense
The table below (in thousands, except pergentiata) sets forth the changes in operating exgenshe periods indicated:

Six Months Ended April 3C Increase
2008 %* 2009 %* (decrease Yor*
Research and developm $ 80,07: 17.C $ 96,18: 30.€ $ 16,11( 20.1
Selling and marketin 72,19¢ 15.4 67,11« 21.t (5,08%) (7.0
General and administrati\ 39,27¢ 8.4 24.,20( 7.8 (25,079 (38.9
Amortization of intangible asse 15,23( 3.2 12,62¢ 4.1 (2,602 (17.3)
Restructuring cos — 0.C 6,47¢ 2.1 6,47¢ 100.(
Goodwill impairment — 0.C 455,67: 146.2 455,67: 100.(
Total operating expen: $206,77¢ 44.C $662,27: 212.¢ $455,49: 220.:

* Denotes % of total revent
**  Denotes % change from 2008 to 2(

. Research and development expenbenefitted by $3.7 million in favorable foreign &emge rates primarily due to the strengthel
of the U.S. dollar. The resulting $16.1 million matrease reflects higher employee compensationoé&®8.7 million, including a
$1.8 million increase in shalmsed compensation expense, primarily due to iseteheadcount. Other increases included $5.9 m
in prototype expense, $3.9 million in facilitiesdainformation systems expense, and $1.9 millioddpreciation expense. These
increases were partially offset by a decrease df 8illion in consulting services expen

. Selling and marketing expensbenefitted by $1.4 million in favorable foreign &eange rates primarily due to the strengthenindef t
U.S. dollar. The resulting $5.1 million net chamg#ects decreases of $2.6 million in employee censation cost, $1.6 million in
consulting services expense, and $1.6 millionanét-related costs. These decreases were padi&digt by a $1.0 million increase in
facilities and information systems exper

. General and administrative expensdenefitted by $0.4 million in favorable foreign &eamnge rates primarily due to the strengthel
of the U.S. dollar. The resulting $15.1 million métnge reflects decreases of $3.2 million in eyggacompensation cost, $2.4 mill
in consulting services expense, $1.2 million inlfées and information systems expense, and $0lkomin technology-related
expense. Expense for the first six months of fi2€l8 included $7.7 million associated with thelegtent of patent litigatior

. Amortization of intangible assets costdecreased due to certain intangible assets reatteimguseful life and becoming ful
amortized prior to the second quarter of fiscal®!(

. Restructuring costfor the first six months of fiscal 2009 was priniareelated to the actions described in “OverviewRestructuring
Activities” above.
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Other items

The table below (in thousands, except pergentiata) sets forth the changes in other itemthéoperiods indicated:

Six Months Ended April 3( Increase
2008 %* 2009 %* (decrease %**

Interest and other income, t $27,56¢ 5.¢ $8,16¢ 2.6 $(19,40) (70.9
Interest expens $ 9,21¢ 2.C $3,69¢ 1.2 $ (5,527  (59.9
Loss on cost method investme $ — — $3,13¢ 1.C $ 3,13t  100.C
Provision (benefit) for income tax $ 3,16¢ 0.7 $ (33)) 0.3 $ (3,500 (110.9

* Denotes % of total revent

**  Denotes % change from 2008 to 2(

. Interest and other income, neidecreased due to lower interest rates on investhadahces and lower average cash and investment

balances. Lower cash balances primarily relatbeéaepayment at maturity of the $542.3 million pijral outstanding on our 3.75%
convertible notes during the first quarter of fis2808 and our use of $210.0 million in cash coesition and related expenses
associated with our acquisition of WWP in the setquarter of fiscal 200¢

. Interest expensedecreased primarily due to the repayment of 3.76Bvertible notes at maturity at the end of the finsarter of fisca
2008.

. Loss on cost method investmenifor the first six months of fiscal 2009 was duéhe decline in value of our investments in 1
privately held technology companies that were deit@ed to be oth-thar-temporary.

. Provision for income taxesdecreased primarily due to decreased federal ael tstx expense, and refundable federal tax crétlies
did not record a tax benefit for domestic lossasnduthe first six months of fiscal 200

Liquidity and Capital Resources

At April 30, 2009, our principal sources afuidity were cash and cash equivalents, and sbart-&nd long-term investments. During the
second quarter of fiscal 2009, we reallocated bortsand long-term investments principally into@stments in U.S. treasuries. As a result, at
April 30, 2009, all short-term investments prindipaepresent U.S. treasuries, except for $0.2ianilin publicly traded securities that we
continue to hold as a result of the acquisitioma gfivately held technology company in which wednah investment. The following table
summarizes our cash and cash equivalents and inge# (in thousands):

October 31 April 30, Increase

2008 2009 (decrease

Cash and cash equivalel $ 550,66¢ $ 583,48: $ 32,81:
Shor-term investment 366,33t 482,29: 115,95¢
Long-term investment 156,17: — (156,17))
Total cash and cash equivalents and investn $1,073,17 $1,065,77! $ (7,400

The decrease in total cash and cash equigaland investments during the first six monthssifdl 2009 was primarily related to the
purchase of capital assets, slightly offset by agesterated from operating activities describeddpérating Activities” below. Based on past
performance and current expectations, we belieaedtr cash and cash equivalents, investmentsasidgenerated from operations will sai
our working capital needs, capital expenditures, @her liquidity requirements associated with existing operations through at least the next
12 months.

The following sections review the significativities that had an impact on our cash durirgfifst six months of fiscal 2009.

Operating Activities

The following tables set forth (in thousandsinponents of our $2.0 million of cash generatethfoperating activities during the period:
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Net loss

Six Months Ende
April 30
2009

Net loss $ 528,04

Our net loss during the first six months stél 2009 included the significant non-cash iteomarsarized in the following table (in
thousands):

Six Months Ende

April 30,
2009
Loss on cost method investme $ 3,13¢
Depreciation of equipment, furniture and fixturasd amortization of leasehold improveme 10,83(
Goodwill impairment 455,67:
Shar-based compensation co 17,59
Amortization of intangible asse 15,93(
Provision for inventory excess and obsolesce 8,80¢
Provision for warrant 9,23t
Total significant no-cash charge $ 521,20:

Accounts Receivable, Net

Cash provided by accounts receivable, netl@fvance for doubtful accounts, during the first sionths of fiscal 2009 was $21.7 million.
Our days sales outstanding (DSOs) increased froda4 for the first six month of fiscal 2008 to &&ys for the first six months of fiscal 201
Our DSOs increased due to a proportionately highkme of shipments made later in the second quaftigscal 2009 and a higher incidence
of customer payment delays.

The following table sets forth (in thousandisnges to our accounts receivable, net of alloeémcdoubtful accounts, from the end of
fiscal 2008 through the end of the second quaftéscal 2009:

October 31 April 30, Increase
2008 2009 (decrease
Accounts receivable, n $138,44: $116,67: $(21,77(

Inventory

Cash consumed by inventory during the firstnsonths of fiscal 2009 was $6.6 million. Our int@ny turns increased from 2.8 turns during
the first six months of fiscal 2008 to 3.1 turns tlee first six months of fiscal 2009.

During the first six months of fiscal 2009 aciges in inventory reflect an $8.8 million reduntielated to a non-cash provision for excess
and obsolescence. The following table sets forthihousands) changes to the components of ourtomefiom the end of fiscal 2008 through
the end of the second quarter of fiscal 2009:

October 31 April 30, Increase

2008 2009 (decrease

Raw material $ 19,04« $ 20,53¢ $ 1,49«
Work-in-process 1,70z 1,10¢ (602)
Finished good 95,96: 91,76¢ (4,199
Gross inventon 116,70¢ 113,40° (3,302
Provision for inventory excess and obsolesce (23,25) (22,139 1,11¢
Inventory $ 93,45. $ 91,26¢ $(2,18¢

Accounts payable, accruals and other obligations

Cash used in operations to pay accounts payabtruals and other obligations during the firstmonths of fiscal 2009 was $16.4 million.
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During the first six months of fiscal 2009, Wwad non-operating cash accounts payable reduatiohis.7 million related to equipment
payments. Changes in accrued liabilities reflect-oash provisions of $9.2 million related to watias and $0.4 million related to foreign
currency forward contracts. The following tablessietrth (in thousands) changes in our accountstpayaccruals and other obligations from
the end of fiscal 2008 through the end of the séaprarter of fiscal 2009:

October 31 April 30, Increase

__ 2008 2009 [(decrease
Accounts payabl $ 44,76 $ 32,48¢ $(12,279)
Accrued liabilities 96,14: 95,87¢ (267)
Restructuring liabilitie: 4,22¢ 7,86° 3,63¢
Other lon¢-term obligations 8,08¢ 8,58¢ 497
Accounts payable, accruals and other obligat $153,21¢ $144,81: $ (8,405

Interest Payable on Convertible Notes

Interest on our outstanding 0.25% convertigerior notes, due May 1, 2013, is payable on MagdiNovember 1 of each year. We paid
$0.4 million in interest on our 0.25% convertiblgtes during the second quarter of fiscal 2009.

Interest on our outstanding 0.875% convertigleior notes, due June 15, 2017, is payable oo Ibiand December 15 of each year. We
paid $2.2 million in interest on our 0.875% conildet notes during the first six months of fiscaD20

The indentures governing our outstanding cdible notes do not contain any financial covenahte indentures provide for customary
events of default, including payment defaults, bhes of covenants, failure to pay certain judgmantscertain events of bankruptcy,
insolvency and reorganization. If an event of difaccurs and is continuing, the principal amouinthe notes, plus accrued and unpaid
interest, if any, may be declared immediately due payable. These amounts automatically becomeddgayable if an event of default
relating to certain events of bankruptcy, insolweacreorganization occurs.

The following table reflects (in thousandsy thalance of interest payable and the changesrbtdiance from the end of fiscal 2008 through
the end of the second quarter of fiscal 2009:

October 31 April 30, Increase
2008 2009 (decrease
Accrued interest payab $ 1,68¢ $ 1,671 $ (12

Deferred revenue

Deferred revenue increased by $3.6 milliorirduthe first six months of fiscal 2009. Producteteed revenue represents payments receivec
in advance of shipment and payments received iaramb/of our ability to recognize revenue. Servieferred revenue is related to payment
for service contracts that will be recognized aber contract term. The following table reflects tfiousands) the balance of deferred revenue
and the change in this balance from the end c&lfi2808 through the end of the second quarterso&fi2009:

October 31 April 30, Increase

2008 2009 (decrease

Products $ 13,061 $14,40! $ 1,34(
Services 61,36¢ 63,59¢ 2,232
Total deferred revent $ 74,427 $77,99¢ $ 3,572

Investing Activities

During the first six months of fiscal 2009, Wad net sales and maturities of approximately@®#8llion of available for sale securities.
Investing activities also included the purchasapgroximately $12.6 million in equipment. At thedeof second quarter of fiscal 2009, we had
outstanding accounts payable for equipment of &0l&n, which represents a reduction of $1.7 roiflifrom the end of fiscal 2008.

40




Contractual Obligations

During the first six months of fiscal 2009, diel not experience material changes, outside@btidinary course of business, in our
contractual obligations from those reported in aomual report on Form 10-K for the fiscal year eh@etober 31, 2008. The following is a
summary of our future minimum payments under cattid obligations as of April 30, 2009 (in thousahd

Less than or One to thre Three to fivi
Total year years years Thereaftel
Interest due on convertible not $ 40,16¢ $ 5,12 $ 10,24( $ 9,49¢ $ 15,31:
Principal due at maturity on convertible no 798,00( — — 298,00 500,00(
Operating leases (. 63,10 13,79¢ 23,17: 15,14: 10,99:
Purchase obligations (; 65,16! 65,16 — —
Total (3) $966,43: $ 84,07% $ 33,41 $ 322,63t $526,30!

(1) The amount for operating leases above does natdadhsurance, taxes, maintenance and other @agiged by the applicable operati
lease. These costs are variable and are not exipechawve a material impau

(2) Purchase obligations relate to purchase order cemenis to our contract manufacturers and compasgyliers for inventory. In certs
instances, we are permitted to cancel, reschedddjost these orders. Consequently, only a podfdhe amount reported above relates
to firm, nor-cancelable and unconditional obligatio

(3) As of April 30, 2009, we also had (i) approximat&l.7 million of other lon-term obligations in our condensed consolidatedrua
sheet for unrecognized tax positions that arematided in this table because the periods of cegblement with the respective tax
authority cannot be reasonably estimated; an@igroximately $0.4 million in accrued liabilitieslated to foreign currency contracts,
reflecting the net loss of the effective portiortloése instrument

Some of our commercial commitments, includoge of the future minimum payments set forth abawe secured by standby letters of
credit. The following is a summary of our commekcammitments secured by standby letters of ctegitommitment expiration date as of
April 30, 2009 (in thousands):

Less than or One to thre Three to five
Total year years years Thereafte
Standby letters of crec $20,64: $ 14,36¢ $ 5,57¢ $ 52€ $ 171

Off-Balance Sheet Arrangements

We do not engage in any off-balance sheehéimg arrangements. In particular, we do not haneemuity interests in so-called limited
purpose entities, which include special purposéiestSPEs) and structured finance entities.

Critical Accounting Policies and Estimates

The preparation of our consolidated finanstatements requires that we make estimates anchgrtg that affect the reported amounts of
assets, liabilities, revenue and expense, ancecetiisclosure of contingent assets and liabiliBastheir nature, these estimates and judgments
are subject to an inherent degree of uncertaintya®ongoing basis, we reevaluate our estimatelsidimg those related to bad debts,
inventories, investments, intangible assets, golhdntome taxes, warranty obligations, restructgriderivatives and hedging, and
contingencies and litigation. We base our estimatekistorical experience and on various otherragsions that we believe to be reasonable
under the circumstances. Among other things, teeSmates form the basis for judgments about thyiog values of assets and liabilities that
are not readily apparent from other sources. Aaesllts may differ from these estimates undeediffit assumptions or conditions. To the
extent that there are material differences betveegrestimates and actual results, our consolidatadcial statements will be affected.

We believe that the following critical accoimgt policies reflect those areas where signifigadgments and estimates are used in the
preparation of our consolidated financial statement
Revenue Recognitio

We recognize revenue in accordance with SABINd, “Revenue Recognition,” which states thaereie is realized or realizable and
earned when all of the following criteria are nqErsuasive evidence of an arrangement exists;atgllvas occurred or services have been
rendered; the price to the buyer is fixed or deteainle; and collectibility is reasonably assureds©mer purchase agreements

41




and customer purchase orders are generally usgsteomine the existence of an arrangement. Shigfsegments and customer acceptance,
when applicable, are used to verify delivery. Weeas whether the price is fixed or determinabledas the payment terms associated with
the transaction and whether the sales price igstity) refund or adjustment. We assess colledgithiised primarily on the creditworthiness of
the customer as determined by credit checks angsasizas well as the customer’s payment histarynstances where final acceptance of the
product, system, or solution is specified by thetemer, revenue is deferred until all acceptaniteria have been met. Revenue for
maintenance services is generally deferred andyreéped ratably over the period during which thesees are to be performed.

Some of our communications networking equiphiemtegrated with software that is essentighi functionality of the equipment.
Accordingly, we account for revenue from such emept in accordance with SOP No. 97-2, “Softwared®ere Recognition,” and all related
interpretations. SOP 97Z4incorporates additional guidance unique to savarangements incorporated with general accogigtindance, suc
as: revenue is recognized when persuasive evidgrare arrangement exists, delivery has occurredfeh is fixed or determinable, and
collectibility is probable. In instances where fiaaceptance of the product is specified by thearner, revenue is deferred until all acceptance
criteria have been met.

Arrangements with customers may include midtgeliverables, including any combination of equ@nt, services and software. If multiple
element arrangements include software or softwalegad elements that are essential to the equipwerapply the provisions of SOP 97-2 to
determine the amount of the arrangement fee tdlbeated to those separate units of accountingtiplalelement arrangements that include
software are separated into more than one unicaiunting if the functionality of the delivered milent(s) is not dependent on the undelivered
element(s), there is vendor-specific objective etk of the fair value of the undelivered eleméngsd general revenue recognition criteria
related to the delivered element(s) have beenTinetamount of product and services revenue recednizaffected by our judgments as to
whether an arrangement includes multiple elememdsifso, whether vendor-specific objective evicewof fair value exists. Changes to the
elements in an arrangement and our ability to éstalkendor-specific objective evidence for thokarents could affect the timing of revenue
recognition. For all other deliverables, we applg provisions of EITF 00-21, “Revenue Arrangemavits Multiple Deliverables.” EITF 01
allows for separation of elements into more tham onit of accounting if the delivered element(s)éhaalue to the customer on a stand-alone
basis, objective and reliable evidence of fair eaguists for the undelivered element(s), and dsfieé the undelivered element(s) is probable
and substantially within our control. Revenue ls@dted to each unit of accounting based on tlaivel fair value of each accounting unit or
using the residual method if objective evidencéafvalue does not exist for the delivered elert@niThe revenue recognition criteria
described above are applied to each separatefuadtounting. If these criteria are not met, rexeisudeferred until the criteria are met or the
last element has been delivered.

Our total deferred revenue for products we $illion and $14.4 million as of October 31, 80thd April 30, 2009, respectively. Our
services revenue is deferred and recognized ratatgliythe period during which the services areg@érformed. Our total deferred revenue for
services was $61.4 million and $63.6 million a®atober 31, 2008 and April 30, 2009, respectively.

Share-Based Compensation

We recognize share-based compensation expeaseordance with SFAS 123(R), “Share-Based Pajgyiess interpreted by SAB 107.
SFAS 123(R) requires the measurement and recogrificompensation expense for share-based awasésl loa estimated fair values on the
date of grant. We estimate the fair value of egufion-based award on the date of grant using thelBScholes option-pricing model. This
option pricing model requires that we make sevestimates, including the option’s expected termtaedorice volatility of the underlying
stock. The expected term of employee stock optiepsesents the weighted-average period the staddnspare expected to remain
outstanding. As prescribed by SAB 107, we gath&ildel historical information about specific exeebehavior of our grantees, which we
used to determine expected term. We considereiingbiéed volatility and historical volatility of oustock price in determining our expected
volatility, and, finding both to be equally relighldetermined that a combination of both measumagdiresult in the best estimate of expected
volatility. We recognize the estimated fair valdeoption-based awards, net of estimated forfeituassshare-based compensation expense on :
straight-line basis over the requisite servicequkri

We estimate the fair value of our restrictemtk unit awards based on the fair value of our mam stock on the date of grant. Our
outstanding restricted stock unit awards are stilbjeservice-based vesting conditions and/or peréarce-based vesting conditions. We
recognize the estimated fair value of service-baseards, net of estimated forfeitures, as slased expense ratably over the vesting peric
a straight-line basis. Awards with performance-dagesting conditions require the achievement afaderfinancial or other performance
criteria or targets as a condition to the vestorgacceleration of vesting. We recognize the egtth&air value of performance-based awards,
net of estimated forfeitures, as shheesed expense over the performance period, usaatgdrvesting, which considers each performanced
or tranche separately, based upon our determinafiamether it is probable that the performancgets will be achieved.
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At each reporting period, we reassess the prolabiliachieving the performance targets and théopmiance period required to meet those
targets. Determining whether the performance targét be achieved involves judgment, and the estéof expense may be revised
periodically based on changes in the probabilitpaiieving the performance targets. Revisionsefteated in the period in which the estimate
is changed. If any performance goals are not ntetompensation cost is ultimately recognized agdirag goal, and, to the extent previously
recognized, compensation cost is reversed.

Because share-based compensation expensgeis ta awards that are ultimately expected to testamount of expense takes into account
estimated forfeitures. SFAS 123(R) requires foufeis to be estimated at the time of grant and edyi$§ necessary, in subsequent periods if
actual forfeitures differ from those estimates. @es in these estimates and assumptions can nigtaffact the measure of estimated fair
value of our share-based compensation. See Ndted Consolidated Financial Statements in Iteof Rart | of this report for information
regarding our assumptions related to share-basagersation and the amount of share-based compemsafpense we incurred for the
periods covered in this report. As of April 30, 20@tal unrecognized compensation expense was16)0 million, which relates to unvested
stock options and is expected to be recognized @avegighted-average period of 1.2 years; and %9.% million, which relates to unvested
restricted stock units and is expected to be reizedrover a weighted-average period of 1.5 years.

We recognize windfall tax benefits associatét the exercise of stock options or release sfrigted stock units directly to stockholders’
equity only when realized. A windfall tax benefitaurs when the actual tax benefit realized by umgn employee’s disposition of a share-
based award exceeds the deferred tax asset, ihasgciated with the award that we had recordearvdissessing whether a tax benefit rel
to share-based compensation has been realized|lwe the tax law “with-and-without” method. Und#re with-and-without method, the
windfall is considered realized and recognizedfiftaincial statement purposes only when an increatdrenefit is provided after considering
all other tax benefits including our net operatiosses. The with-and-without method results invtfredfall from share-based compensation
awards always being effectively the last tax bernefbe considered. Consequently, the windfalitaitable to share-based compensation will
not be considered realized in instances where euoperating loss carryover (that is unrelated itwi¥alls) is sufficient to offset the current
yea''s taxable income before considering the effectsusfent-year windfalls.

Reserve for Inventory Obsolescen

We make estimates about future customer derfmaralir products when establishing the approprieserve for excess and obsolete
inventory. We write down inventory that has becarheolete or unmarketable by an amount equal tdiffexence between the cost of
inventory and the estimated market value basedssunaptions about future demand and market conditiorentory write downs are a
component of our product cost of goods sold. Ugmognition of the write down, a new lower cost bdsr that inventory is established, and
subsequent changes in facts and circumstancestdesuit in the restoration or increase in that lyezgtablished cost basis. We recorded
charges for excess and obsolete inventory of $hillon and $8.8 million in the first six months ti§cal 2008 and 2009, respectively. These
charges were primarily related to excess invendory to a change in forecasted product sales. &ffart to limit our exposure to delivery
delays and to satisfy customer needs we purchaeeatiory based on forecasted sales across our griles. In addition, part of our research
and development strategy is to promote the convergyef similar features and functionalities acrmssproduct lines. Each of these practices
exposes us to the risk that our customers willondér products for which we have forecasted salewill purchase less than we have
forecasted. Historically, we have experienced wdaw/ns due to changes in strategic direction, dissoance of a product and declines in
market conditions. If actual market conditions vesr®r differ from those we have assumed, if thewe sudden and significant decrease in
demand for our products, or if there is a higheidance of inventory obsolescence due to a rapath@d in technology, we may be required to
take additional inventory write-downs, and our gragargin could be adversely affected. Our inventatyof allowance for excess and
obsolescence was $93.5 million and $91.3 as oflg@ct81, 2008 and April 30, 2009, respectively.

Restructuring

As part of our restructuring costs, we proviolethe estimated cost of the net lease expendaddities that are no longer being used. The
provision is equal to the fair value of the miniméuture lease payments under our contracted Idalggations, offset by the fair value of the
estimated sublease payments that we may receivef Agril 30, 2009, our accrued restructuring lidpirelated to net lease expense and other
related charges was $5.8 million. The total minimease payments for these restructured facilitieshd0.4 million. These lease payments
be made over the remaining lives of our leasesghviange from nine months to ten years. If actualket conditions are different than those
we have projected, we will be required to recogidditional restructuring costs or benefits asgediavith these facilities.
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Allowance for Doubtful Accounts

Our allowance for doubtful accounts is basednanagement’s assessment, on a specific idetitiiichasis, of the collectibility of customer
accounts. We perform ongoing credit evaluationgusfcustomers and generally have not requiredteotibor other forms of security from
customers. In determining the appropriate balaocedr allowance for doubtful accounts, managemensiders each individual customer
account receivable in order to determine collelitybiln doing so, we consider creditworthinessym&nt history, account activity and
communication with such customer. If a customeriaricial condition changes, or if actual defauits lgher than our historical experience,
we may be required to take a charge for an allowdoicdoubtful accounts which could have an advengact on our results of operations.
Our accounts receivable net of allowance for daulatcounts was $138.4 million and $116.7 millienof October 31, 2008 and April 30,
2009, respectively. Our allowance for doubtful agus as of October 31, 2008 and April 30, 2009 $4 million.

Goodwill

As discussed in “Overview” above, during teeand quarter of fiscal 2009, we conducted animténpairment assessment which resulted
in the write-off of all goodwill remaining on oualance sheet. As a result, as of October 31, 200&aril 30, 2009, our consolidated balance
sheet included $455.7 million and $0 in goodwilspectively.

Goodwill represents the excess purchase prieeamounts assigned to tangible or identifiabltarigible assets acquired and liabilities
assumed from our acquisitions. In accordance WiASS142, we test our goodwill for impairment onamual basis, which we have
determined to be the last business day of fiscptedeber each year. We also test our goodwill fggadinment between annual tests if an event
occurs or circumstances change that would, moedylithan not, reduce the fair value of the repagrtinit below its carrying value. SFAS 142
requires a two-step method for determining goodwifpairment. Step one is to compare the fair valuthe reporting unit with the unit’s
carrying amount, including goodwill. If this tesidicates that the fair value is less than the daagryalue, then step two is required to compare
the implied fair value of the reporting unit's gaal with the carrying amount of the reporting usigoodwill. A non-cash goodwill
impairment charge would have the effect of decrgpsur earnings or increasing our losses in sudogdf we are required to take a
substantial impairment charge, our operating resuttuld be materially adversely affected in suctiqoe

We determine the fair value of our single rfipg unit to be equal to our market capitalizatmas a control premium. Market capitalization
is determined by multiplying the shares outstandinghe assessment date by the average marketordce common stock over a 10-day
period before and a 10-day period after each assggglate. We use this 20-day duration to considerent market fluctuations that may
affect any individual closing price. We believettbar market capitalization alone does not fullpttae the fair value of our business as a
whole, or the substantial value that an acquireuld/obtain from its ability to obtain control of bhusiness. As such, in determining fair value,
we add a control premium — which seeks to giveotfiie the increased consideration a potential aegwould be required to pay in order to
gain sufficient ownership to set policies, direpemtions and make decisions related to our compamy our market capitalization.

Interim Impairment Assessment — Second QuarteiscbF2009

Based on a combination of factors, includingent macroeconomic conditions described aboveassubtained decline in our common
stock price and market capitalization below ourbuik value, we conducted an interim impairmenésssent of goodwill during the second
quarter of fiscal 2009. We performed the step airevielue comparison during the second quarteisoaf 2009. Our market capitalization was
$721.8 million and our carrying value, includingogiovill, was $949.0 million. We applied a 25% cohpeemium to market capitalization to
determine a fair value of $902.2 million. Becausp one indicated that the fair value was less tharcarrying value, we performed the step
two analysis. Under the step two analysis, theimadpiair value of goodwill requires valuation ofeporting units tangible and intangible ass
and liabilities in a manner similar to the allocatiof purchase price in a business combinatiothelfcarrying value of a reporting unit’s
goodwill exceeds its implied fair value, goodwdldeemed impaired and is written down to the exdéttie difference. The implied fair value
of the reporting unit's goodwill was determinedi® $0, and, as a result, we recorded a goodwilhimpent of $455.7 million, representing the
full carrying value of the goodwill.

Long-lived Assets (excluding goodwill)

Our long-lived assets, excluding goodwill,lirde: equipment, furniture and fixtures; finitediy intangible assets; and maintenance spares.
As of October 31, 2008 and April 30, 2009 theses®otaled $182.3 million and $169.8 million, mespectively. We account for the
impairment or disposal of these long-lived assetcicordance with the provisions of SFAS 144. koagance with SFAS 144, we test long-
lived assets for impairment whenever events or gésun circumstances indicate that the assetsyingramount is not recoverable from its
undiscounted cash flows. Valuation of our long-#iassets requires us to make assumptions about &aies prices and sales volumes for our
products that involve new technologies and unaetites around customer acceptance of new produbtselrand other assumptions are used to
forecast future, undiscounted cash flows. Our lbved assets are part of a single reporting unictvihepresents the lowest level for which we
identify cash flows.

44




Due to effects on our business of worseningroeconomic conditions, further exacerbated byiiggmt disruptions in the financial and
credit markets globally, we have experienced od#days, lengthening sales cycles and slowing depéoys resulting in lower demand. As a
result of these conditions, we performed an impairhanalysis of all our long-lived assets during skecond quarter of fiscal 2009. Based on
our estimate of future, undiscounted cash flowsfa&pril 30, 2009, no impairment was required. d¢twal market conditions differ or our
forecasts change, we may be required to recordhacash impairment charge related to long-lived tassefuture periods. Such charges would
have the effect of decreasing our earnings or asing our losses in such period.

Investments

We have an investment portfolio comprised afketable debt securities including corporate bpasdset-backed obligations, U.S.
government obligations and certificates of depdsie value of these securities is subject to marékttility for the period we hold these
investments and until their sale or maturity. Weognize losses when we determine that declindseiffidir value of our investments, below
their cost basis, are other-than-temporary. Inrdateng whether a decline in fair value is otheattitemporary, we consider various factors
including market price (when available), investmeiings, the financial condition and near-termspexts of the investee, the length of time
and the extent to which the fair value has beentlesn our cost basis, and our intent and abditydld the investment until maturity or for a
period of time sufficient to allow for any anticiiga recovery in market value. We make significadgjments in considering these factors. I
judge that a decline in fair value is ot-than-temporary, the investment is valued at threecti fair value, and we would incur a loss eqoal t
the decline, which could materially adversely affewr profitability and results of operations.

As of April 30, 2009, we held a minority ingeeent of $3.1 million in a privately held technojogompany that is reported in other assets.
The market for technologies or products manufadtimethis company is in the early stage and marnketg never materialize or become
significant. This investment is inherently highkrend we could lose our entire investment. We naotftis investment for impairment and
make appropriate reductions in carrying value winecessary. If market conditions, the expected firperformance, or the competitive
position of this company deteriorates, we may logired to record a non-cash charge in future psrihee to an impairment of the value of our
investment.

During the first six months of fiscal 2009, vexorded losses of $3.1 million related to a decln value, determined to be other-than
temporary, associated with two of our investmentgrivately held technology companies. One of thiegpely held companies was purchased
by a publicly traded entity. As a result, this istreent is now recorded as a trading security.

Deferred Tax Valuation Allowanct

As of April 30, 2009, we have recorded a vibraallowance fully offsetting our net deferred &ssets of $1.2 billion. We calculated the
valuation allowance in accordance with the provisiof SFAS 109, “Accounting for Income Taxes,” whiequires an assessment of both
positive and negative evidence regarding the rakility of these deferred tax assets, when meagina need for a valuation allowance. We
record a valuation allowance to reduce our defetagdissets to the amount that is more likely thatrto be realized. In determining net
deferred tax assets and valuation allowances, neamagt is required to make judgments and estimatated to projections of profitability, the
timing and extent of the utilization of net opengtioss carryforwards, applicable tax rates, trmngficing methodologies and tax planning
strategies. The valuation allowance is reviewedtgug and is maintained until sufficient positiggidence exists to support its reversal. DL
our recent quarterly losses, the uncertain macromog environment, and limited visibility into ofuture results, management does not
believe such sufficient positive evidence existefa&pril 30, 2009 and determined to maintain d falluation allowance. We will release this
valuation allowance when management determinesttisatore likely than not that our deferred tasets will be realized. Any release of
valuation allowance may be recorded as a tax beinefieasing net income, an adjustment to acqaisititangibles, or an adjustment to paid-in
capital, based on tax ordering requirements.

Warranty

Our liability for product warranties, includé@dother accrued liabilities, was $37.3 millionde$38.9 million as of October 31, 2008 and
April 30, 2009, respectively. We provide warranfiesour products for periods ranging from oneite fyears. We accrue for warranty costs as
part of our cost of goods sold based on associatgdrial costs, technical support labor costs,asstciated overhead. Material cost is
estimated based primarily upon historical trendh@évolume of product returns within the warrapgyiod and the cost to repair or replace the
equipment. Technical support labor cost is estichhgesed primarily upon historical trends and th&t @ support the customer cases within the
warranty period. The provision for product warraativas $7.1 million and $9.2 million for the fissk months of fiscal 2008
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and 2009, respectively. The provision for warrasigims may fluctuate on a quarterly basis dependpan the mix of products and customers
in that period. If actual product failure rates,teral replacement costs, service or labor codterdrom our estimates, revisions to the
estimated warranty provision would be required.iderease in warranty claims or the related coste@ated with satisfying these warranty
obligations could increase our cost of sales amtinely affect our gross margin.

Uncertain Tax Positions

Effective at the beginning of the first quamé 2008, we adopted FIN 48, “Accounting for Urtegmty in Income Taxes-an interpretation of
FASB Statement No. 109,” which changes accountingnicome taxes. FIN 48 contains a two-step approacecognizing and measuring
uncertain tax positions accounted for in accordamite SFAS No. 109, “Accounting for Income Taxe$He first step is to evaluate the tax
position for recognition by determining if the wkigf available evidence indicates that it is mideely than not that the position will be
sustained on audit, including resolution of relapgeals or litigation processes, if any. The sé@tap is to measure the tax benefit as the
largest amount that is more than 50% likely of bewalized upon settlement. Significant judgmemeguired in evaluating our uncertain tax
positions and determining our provision for incot@ees. Although we believe our reserves are redd®nao assurance can be given that the
final tax outcome of these matters will not be eliéint from that which is reflected in our histoticecome tax provisions and accruals. We
adjust these reserves in light of changing factsa@rcumstances, such as the closing of a tax audite refinement of an estimate. To the
extent that the final tax outcome of these maitedifferent than the amounts recorded, such diffees will affect the provision for income
taxes in the period in which such determinatiomé&le. The provision for income taxes includes ffexeof reserve provisions and changes to
reserves that are considered appropriate, as wétlearelated net interest.

Loss Contingencie

We are subject to the possibility of varioosdes arising in the ordinary course of businelsss& may relate to disputes, litigation and other
legal actions. We consider the likelihood of lossh@ incurrence of a liability, as well as ourléyito reasonably estimate the amount of loss,
in determining loss contingencies. A loss is acdnwben it is probable that a liability has beeruimed and the amount of loss can be
reasonably estimated. We regularly evaluate cuinéatmation available to us to determine wheth®r accruals should be adjusted and
whether new accruals are required.

Item 3. Quantitative and Qualitative Disclosures éilt Market Risk

The following discussion about our market méclosures involves forward-looking statementstual results could differ materially from
those projected in the forward-looking statemewits.are exposed to market risk related to changederest rates and foreign currency
exchange rates.

Interest Rate SensitivityWe maintain a short-term and long-term investmentfplio. See Notes 6 and 7 to the Condensed Cutzet
Financial Statements in Item 1 of Part | of thigae for information relating to these investmeamsl their fair value. These available-for-sale
securities are subject to interest rate risk ardfali in value if market interest rates increafenarket interest rates were to increase
immediately and uniformly by 10 percentage pointsrf current levels, the fair value of the portfaliould decline by approximately $22.1
million.

Foreign Currency Exchange Rigks a global concern, we face exposure to adverseements in foreign currency exchange rates. Becaus
our sales are primarily denominated in U.S. do]ldrs impact of foreign currency fluctuations omaeue has not been material. Our primary
exposures to foreign currency exchange risk asgaelto non-U.S. dollar denominated operating ex@@m Canadian Dollars (“CAD”), British
Pounds (“GBP”), Euros (“EUR”) and Indian RupeesN["). During the first six months of fiscal 200@oximately 80% of our operating
expense, exclusive of our goodwill impairment agstructuring costs, was U.S. dollar denominated.

To reduce variability in non-U.S. dollar denoated operating expense, during the first quartdiscal 2009, we entered into foreign
currency forward contracts. We use these derivativgartially offset our market exposure to flattans in certain foreign currencies. We do
not enter into derivatives for speculative or tradpurposes. These derivatives are designatedshdloa hedges and have maturities of less
than one year. The effective portion of the deiixgd$ gain or loss is initially reported as a compnt of accumulated other comprehensive
income (loss) and, upon occurrence of the foreddstasaction, is subsequently reclassified inéodperating expense line item to which the
hedged transaction relates. We record the ineffetiss of the hedging instruments in interest dinerégncome, net on our condensed
consolidated statements of operations. As of A3%jl2009, we recorded a loss of $0.4 million asgedi with these derivatives, all of which
was reported as a component of accumulated otmeprehensive income (loss).
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Favorable foreign exchange translations, hedging, benefitted total research and developnsates and marketing, and general and
administrative expenses by approximately $2.4 ariltind $5.5 million for the quarter and six morghding April 30, 2009, respectively,
compared with the corresponding periods of fis€l& This favorable foreign exchange translatios dae to the strengthening of the U.S.
dollar. These foreign currency forward contracts ot designed to provide foreign currency protectiver the long-term. In designing a
specific approach, we consider several factordudicg offsetting exposures, significance of expesycosts associated with entering into a
particular instrument, and potential effectiveness.

Our foreign currency forward contracts are swarized as follows (in thousands):

Expected maturity or transaction di

Total Less than one ye One to three yea Three to five yeal Thereafte Fair Value
USD Functional Currenc
Receive EUR / Pay US
Notional amoun $21,59: $ 21,59: $ — $ — $ —  $(1,009
Weighted avg. contract exchange
rate 1.391¢
Receive INR / Pay US|
Notional amoun $805 $ 8,05( $ — $ — $ — % (26¢)
Weighted avg. contract exchange
rate 0.020¢
Receive CAD / Pay USI
Notional amoun $759 $ 7,594 $ — $ — $ — $ 17¢
Weighted avg. contract exchan
rate 0.825:
EUR Functional Currency
Receive GBP / Pay EU
Notional amoun €12,47C £ 12,47( € — € — € — $ 6541
Weighted avg. contract exchan
rate 1.081¢
Total fair value $ (449)(2)

(1) Fair value translated at exchange rates in effecf the balance sheet de
(2) Amount is included within accrued liabilities orethondensed consolidated balance sl

As of April 30, 2009, our assets and liakglitirelated to non-dollar denominated currencieg \wamarily related to intercompany payables
and receivables. We do not enter into foreign emghdorward or option contracts for trading purpose

Item 4. Controls and Procedure
Disclosure Controls and Procedures

As of the end of the period covered by thfgorg Ciena carried out an evaluation under thesdgion and with the participation of Ciena’s
management, including Ciena’s Chief Executive @ffiand Chief Financial Officer, of Ciena’s disclosgontrols and procedures (as defined
in Rules 13a-15(e) and 15d-15(e) under the Seesrikchange Act of 1934, as amended). Based upoauhluation, Ciena’s Chief Executive
Officer and Chief Financial Officer concluded ti@ena’s disclosure controls and procedures weezgfe as of the end of the period covered
by this report.

Changes in Internal Control over Financial Reportirg

There was no change in Ciena’s internal cdotver financial reporting (as defined in Rules 1134f) and 15d-15(f) under the Securities
Exchange Act of 1934, as amended) during the necsintly completed fiscal quarter that has matgrifflected, or is reasonably likely to
materially affect, Ciena’s internal control ovemdincial reporting.

PART Il — OTHER INFORMATION
Item 1. Legal Proceeding

On November 7, 2008, JDS Uniphase Corp. (“JD3iléd a complaint with the United States InternaibTrade Commission (ITC) agail
Ciena and several other respondents, alleginghgrnent of two patents (U.S. Patent Nos. 6,658a0856,687,278) relating to tunable laser
chip technology. The complaint, which names Ciema aompany whose products incorporate the ac¢daskhdology manufactured by certain
other respondents and which technology is impdrierthe United States, seeks a determination elief under Section 337 of the Tariff Act
of 1930. On December 17, 2008, Ciena and certhieroespondents entered into a Settlement AgreeamehfAgreement to be Bound with
JDSU, whereby those respondents agreed, in excliandesmissal from the investigation, to be bounydany exclusion order issued by



ITC in the investigation in favor of JDSU that taleffect against one or more of the non-settlispoadents. Ciena was not
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required to make any payment in connection with figittlement agreement. Based on that agreemesit) dBntemporaneously filed a motion
to terminate the investigation with respect to @iend certain other respondents. Based on thet#fssnitial response to that motion, the
parties entered into an amended settlement agreemdnon January 8, 2009, JDSU filed an amenddtmto terminate. On February 3,
2009, the ITC judge issued an order granting JDSldisnded motion to terminate, which order wasra#it by the full commission on
February 27, 2009. Accordingly, the ITC investigathas been terminated with respect to Ciena.

On May 29, 2008, Graywire, LLC filed a complgin the United States District Court for the Nhantn District of Georgia against Ciena and
four other defendants, alleging, among other thititgt certain of the parties’ products infringeSUPatent 6,542,673 (the “'673 Patent”),
relating to an identifier system and componentoftiical assemblies. The complaint, which seeksictjve relief and damages, was served
upon Ciena on January 20, 2009. Ciena filed an eanswthe complaint and counterclaims against Giayan March 26, 2009, and an
amended answer and counterclaims on April 17, 2009April 24, 2009, Ciena and certain other defetsiéiled an application fdnter partes
reexamination of the ‘673 Patent with the U.S. Riaéend Trademark Office. On the same date, Cieddtenother defendants filed a motion to
stay the case pending reexamination of all of titemqts-in-suit, which motion is pending with theitoWe believe that we have valid defenses
to the lawsuit and intend to defend it vigorously.

As a result of our June 2002 merger with Oj8t8ms Corp., we became a defendant in a secuwitiss action lawsuit filed in the United
States District Court for the Southern DistrictN#w York in August 2001. The complaint named OMirtain former ONI officers, and certain
underwriters of ONI’s initial public offering (IPQJs defendants, and alleges, among other thingfstitt underwriter defendants violated the
securities laws by failing to disclose alleged cemgation arrangements in ONI’s registration statgraed by engaging in manipulative
practices to artificially inflate ONI's stock pricdter the IPO. The complaint also alleges that @i the named former officers violated the
securities laws by failing to disclose the undetsvg’ alleged compensation arrangements and matipelpractices. The former ONI officers
have been dismissed from the action without pregidsimilar complaints have been filed against ntioa@ 300 other issuers that have had
initial public offerings since 1998, and all of f#eeactions have been included in a single coordihatoceeding. A description of this litigation
and the history of the proceedings can be fourittém 3. Legal Proceedings” of Part | of Ciena’srial Report on Form 10-K filed with the
Securities and Exchange Commission on Decembet@®B. No specific amount of damages has been abimthis action. Due to the
inherent uncertainties of litigation, the ultimatgtcome of the matter is uncertain.

In addition to the matters described aboveamesubject to various legal proceedings, claingsligigation arising in the ordinary course of
business. We do not expect that the ultimate dostssolve these matters will have a material éfd@cour results of operations, financial
position or cash flows.

Item 1A. Risk Factors

Investing in our securities involves a higlyaee of risk. In addition to the other informatioontained in this report, you should consider the
following risk factors before investing in our seities.

Our business and operating results could be adverseaffected by unfavorable macroeconomic and marketonditions and the level of
capital expenditure by our largest customers in rggonse to these conditions.

We achieved considerable annual revenue growghthe last few fiscal years, in part, due tmfable conditions in our markets. During
second half of 2008, however, our business begarperience the effects of worsening macroeconamnditions, further exacerbated by
certain customer-specific challenges and significésruptions in the financial and credit marketsbglly. Many companies, including some of
our largest communications service provider custsiteve slowed spending and indicated an intemtioaduce their overall capital
expenditures this year. We have experienced orelays, lengthening sales cycles and slowing depéoys) resulting in lower demand across
our customer base in all geographies. As a resuftrevenue and profitability have been negatiedfgcted in recent quarters. Continued
weakness in our markets and the broader economyceese our customers to delay or cancel networksiricture projects.

Economic weakness, customer financial diffiesland constrained spending on communicationgarks have previously resulted in
sustained periods of decreased demand for our pr®dnd services that have adversely affected penating results. Challenging economic
and market conditions may also result in:

. difficulty forecasting, budgeting and planning dadimited visibility into the spending plans ofrcent or prospective custome

. increased competition for fewer network projectd aales opportunitie:
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. pricing pressure that may adversely affect revemebgross margir

. higher overhead costs as a percentage of rev

. increased risk of charges relating to excess asdlete inventories and the write off of goodwildasther intangible assets; a
. customer financial difficulty and increased riskdofubtful accounts receivab

We are uncertain as to how long current urfavie macroeconomic and industry conditions wilispgt and the magnitude of their effects
on our business and results of operations. Asudtresthese market conditions, we expect revemudi$cal 2009 to be significantly lower than
our fiscal 2008 results and that we will not befipable for the year. The extent of this yesarévenue decline and the magnitude of the effe
our result of operations for fiscal 2009 are diffic¢o predict and significantly linked to the dtica and severity of the current economic
downturn and the resulting level of capital expéumdi of our largest customers.

A small number of communications service providersiccount for a significant portion of our revenue, ad the loss of any of these
customers, or a significant reduction in their speding, would have a material adverse effect on ourusiness and results of operations.

A significant portion of our revenue is contated among a relatively small number of commuives service providers. Five customers
accounted for greater than 60% of our revenuech eéfiscal 2007 and 2008. Consequently, our famresults are closely correlated with
spending of a relatively small number of communaa service providers. Because their spending lmeaynpredictable and sporadic, our
revenue and operating results can fluctuate oraaeply basis.

Our business and financial results are algsety tied to the prospects, performance, and ilmhoondition of our largest customers and are
significantly affected by market or industry-wideamges, including reductions in enterprise and wmes spending, that affect the businesses
and level of infrastructure-related spending by samications service providers. In response to thieeat economic downturn, we have seen
our large service provider customers take a manéaiss approach to their capital spending and soave indicated their intent to reduce
capital spending this year. Reliance upon a redgtismall number of customers also increases quosxe to changes in their network and
purchasing strategies. Some of our customers aselipg efforts to outsource network managementopadation or have indicated a strategy
to reduce the number of vendors from which thexbase equipment. These strategies may presenempedl to our business and could bel
our larger competitors. The loss of one or morgdagervice providers as customers, or significagictions in their spending, would have a
material adverse effect on our business, finamzatlition and results of operations. Our conceiatnah revenue has increased in recent years,
in part, as a result of consolidations among a rarbour largest customers. Consolidations magesme the likelihood of temporary or
indefinite reductions in customer spending or clesng network strategy that could harm our busia@skoperating results.

Our revenue and operating results can fluctuate ungedictably from quarter to quarter.

Our revenue and results of operations caridlte unpredictably from quarter to quarter. Ouwltdried expense levels depend in part on our
expectations of long-term future revenue and gnoayin, and substantial reductions in expense iffieult and can take time to implement.
Uncertainty or lack of visibility into customer spiing, and changes in economic or market conditioas make it difficult to prepare reliable
estimates of future revenue and corresponding eseplevels. Consequently, our level of operatingeese or inventory may be high relative to
our revenue, which could harm our ability to aclkiev maintain profitability. Given current macroaomic conditions and the effect of lower
demand in recent quarters, lower levels of backlog an increase in the percentage of quarterlynreveelating to orders placed in that quarter
could result in more variability and less predidigbin our quarterly results.

Additional factors that contribute to fluctigats in our revenue and operating results include:

. broader economic and market conditions affectingndsour customer

. changes in capital spending by large communicasengice providers

. the timing and size of orders, including our apitih recognize revenue under customer contr.
. variations in the mix between higher and lower nraoducts and services; a

. the level of pricing pressure we encoun
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Many factors affecting our results of openasi@re beyond our control, particularly in the oafSkrge service provider orders and multi-
vendor or multi-technology network infrastructungltds where the achievement of certain threshadsi€ceptance is subject to the readiness
and performance of the customer or other providerd,changes in customer requirements or instafiggians. As a consequence, our results
for a particular quarter may be difficult to preliand our prior results are not necessarily irntiliezof results likely in future periods. The
factors above may cause our revenue and operasudis to fluctuate unpredictably from quarter tader, which may cause our stock price to
decline.

We face intense competition that could hurt our s&s and results of operations.

The markets in which we compete for salesetfvorking equipment, software and services areematy competitive, particularly the
market for sales to large communications serviceigers. The level of competition and pricing pressthat we face increases substantially
during periods of macroeconomic weakness and ainstit spending. As a result of current market dgri, we have experienced significant
competition and increased pricing pressure, padibyurelating to our optical transport productseWéce particularly intense competition in
efforts to attract additional large carrier custosna new geographies and secure new market opptetiwith existing carrier customers. In
effort to secure these new opportunities or displacumbent equipment vendors, we have recentBreditinto contracts with large carrier
customers that resulted in negative gross margins.

Competition in our markets, generally, is lohse any one or a combination of the following &ast price, product features and
functionality, manufacturing capability and leadhis, incumbency and existing business relationshgadability and the ability of products to
meet the immediate and future network requiremehtsistomers. A small number of very large compshiave historically dominated our
industry. These competitors have substantiallytgréancial, technical and marketing resourcesatgr manufacturing capacity, broader
product offerings and more established relatiorshijth service providers and other potential cusianthan we do. Because of their scale and
resources, they may be perceived to be betteriposd to offer network operating or managementiserfor large carrier customers.
Consolidation activity among large networking equgnt providers has caused some of our competitiaysoiv even larger, which may
increase their strategic advantages and adverfelt aur competitive position.

We also compete with a number of smaller cargsathat provide significant competition for a cifie product, application, customer
segment or geographic market. Due to the narroaarsf of their efforts, these competitors may adghisammercial availability of their
products more quickly or may be more attractiveustomers.

Increased competition in our markets has teduh aggressive business tactics, including:
. significant price competition, particularly fromropetitors in Asia

. customer financing assistan:

. early announcements of competing products and sixtemarketing efforts

. competitors offering equity ownership positionststomers

. competitors offering to repurchase our equipmesrnfexisting customer:

. marketing and advertising assistance;

. intellectual property assertions and dispu

The tactics described above can be partiguédféctive in an increasingly concentrated baspaténtial customers such as communications
service providers. If competitive pressures inceearswe fail to compete successfully in our markets sales and profitability would suffer.

Our reliance upon third party manufacturers exposeaus to risks that could negatively affect our busiass and operations.

We rely upon third party contract manufactarter perform the majority of the manufacturing af products and components. In recent
years we have transitioned a significant portionwf product manufacturing to overseas suppliesssia, with much of the manufacturii
taking place in China and Thailand. Some of outtram manufacturers ship our products directlydo @istomers. Our reliance upon these
manufacturers could expose us to increased riskiedeto lead times, continued supply, on-timewdeli, quality assurance and compliance
with environmental standards and other regulatiBediance upon third parties for manufacture of gnaducts significantly exposes us to risks
related to their
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business, financial position and continued viapilithich may be adversely affected by broader negahacroeconomic conditions and
difficulties in the credit markets. These condianay disrupt their operations and ability to $atisir manufacturing requirements.
Disruptions to our business could also arise &saltrof ineffective business continuity and disasécovery plans by our manufacturers. We
do not have contracts in place with some of ourufesturers and do not have guaranteed supply opoaents or manufacturing capacity. We
could also experience difficulties as a result@bgplitical events, military actions or health pamics in the countries where our products or
components thereof are manufactured. During tisé duarter of fiscal 2009, protests resulted ifoakade of Thailand’s main international
airport, which delayed product shipments from oheus key contract manufacturers. Significant digiens or difficulties with our contract
manufacturers could negatively affect our busirmeabresults of operations.

Difficulties with third party component suppliers, including sole and limited source suppliers, couléhcrease our costs and harm our
business and customer relationships.

We depend on third party suppliers for ourdmet components and subsystems, as well as fopmguit used to manufacture and test our
products. Our products include key optical andtebeic components for which reliable, high-volumupgly is often available from sole or
limited sources. We have previously encounteredtapes in availability for important componentstthave affected our ability to deliver
products in a timely manner. Our business woulddmgatively affected if one or more of our supplieese to experience any significant
disruption in their operations affecting the prigeality, availability or timely delivery of compents. Current unfavorable economic
conditions, including a lack of liquidity, may adsely affect the business of our suppliers or &mms on which we purchase components. We
may be unable to secure the components or subsysitertwe require in sufficient quantities or oagenable terms. The loss of a source of
supply, or lack of sufficient availability of keypmponents, could require us to redesign produetsue those components, which would
increase our costs and negatively affect our progass margin and results of operations. Diffiesitwith suppliers could also result in lost
revenue, additional product costs and deploymelalydehat could harm our business and customeige&hips.

Investment of research and development resources tachnologies for which there is not a matching maet opportunity, or failure to
sufficiently or timely invest in technologies for vhich there is market demand, would adversely affeaur revenue and profitability.

The market for communications networking equépt is characterized by rapidly evolving techn@eagnd changes in market demand. We
continually invest in research and developmenntaace our existing products, create new produatdavelop or acquire new technologies.
Our current development efforts are focused uperetiolution of our CoreDirector Multiservice Opti&witch family, the expansion of our
carrier Ethernet service delivery and aggregatimupcts and the extension of our CN 4200 conveogdital service delivery portfolio,
including 100G technologies and capabilities. Themften a lengthy period between commencing thleselopment initiatives and bringing
the new or revised product to market, and, dutivigjtime, technology or the market may move inaions we had not anticipated. Even if we
are able to anticipate market conditions and dgveta introduce new products or enhancements, ihee guarantee that these products will
achieve market acceptance or that the timing okataxdoption will be as predicted. There is a digant possibility, therefore, that some of
our development decisions, including our acquisgior investments in technologies, will not turt asl anticipated, and that our investment in
some projects will be unprofitable. There is algmasibility that we may miss a market opportubiggause we fail to invest, or invest too late,
in a technology, product or enhancement that cbale been highly profitable. Changes in market dehwa investment priorities may also
cause us to discontinue existing or planned dewedmp for new products or features, which can hadistaptive effect on our relationships
with customers. If we fail to make the right invasints or fail to make them at the right time, camgetitive position may suffer and our
revenue and profitability could be harmed.

Network equipment sales to large communications seice providers often involve lengthy sales cyclesd protracted contract
negotiations and may require us to assume terms a@onditions that negatively affect our pricing, paynent terms and the timing of
revenue recognition.

Our future success will depend in large parbar ability to maintain and expand our salesatgé communications service providers. These
sales typically involve lengthy sales cycles, poted and sometimes difficult contract negotiati@msl extensive product testing and network
certification. We are sometimes required to agoesontract terms or conditions that negatively @ffeicing, payment terms and the timing of
revenue recognition in order to consummate a gal@ result of current market conditions, thesdéamers may request extended payment
terms, vendor or third-party financing and othéerative purchase structures. These terms maytrinnegatively affect our revenue and
results of operations and increase our suscepyilidiquarterly fluctuations in our results. Seevigroviders may ultimately insist upon terms
and conditions that we deem too onerous or notiirbest interest. Moreover, our purchase agreengemtsrally do not require that a customer
guarantee any minimum purchase level and custoaftens have the right to modify, delay, reduce araed previous orders. As a result, we
may incur substantial expense and devote time esalrces to potential relationships that never raditee or result in lower than anticipated
sales.
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Product performance problems could damage our busigss reputation and negatively affect our results afperations.

The development and production of equipmesit &ldldresses multi-service communications netwarfkid is complicated. Some of our
products can be fully tested only when deployedommunications networks or with other equipment tredefore may contain undetected
hardware or software errors at the time of releAse result, product performance problems arenafiere acute for initial deployments of n
products and product enhancements. Unanticipatdalgms can relate to the design, manufacturingaliation or integration of our products.
Performance problems and product malfunctions tsmralate to defects in components supplied byl tharties. If we experience significant
performance, reliability or quality problems withrgproducts, or our customers suffer significapiaig network restoration, or implementation
delays relating to these problems, a number ofthegaffects on our business could result, inclgdin

. increased costs to address or remediate softwdrardware defect:
. payment of liquidated damages or claims for damégegserformance failures or delay
. increased inventory obsolescence and warranty egy
. delays in collecting accounts receivable;
. cancellation or reduction in orders from custom
Product performance problems could damagdosiness reputation and negatively affect our lmssimnd results of operations.
We may not be successful in selling our products e new markets and developing and managing new salehannels.

We continue to take steps to sell our prodinttsnew geographic markets outside of our traddi markets and to a broader customer base
including other large communications service previd enterprises, cable operators, wireless opsratm federal, state and local governme
We have less experience in these markets anddar tw succeed in these markets, we believe we dewstiop and manage new sales channels
and distribution arrangements. We expect theséagrkhips to be an increasingly important partaf lbusiness. This strategy may not succeed
and we may be exposed to increased expense anddegimess and financial risks associated witler@mg new markets and pursuing new
customer segments through channel partners.

Part of our strategy is to pursue sales terf@dstate and local governments. These salegreezpmpliance with complex procurement
regulations with which we have limited experiend& may be unable to increase our sales to governeoetractors if we determine that we
cannot comply with applicable regulations. Ourdegl to comply with regulations for existing contsacould result in civil, criminal or
administrative proceedings involving fines and sugion, or exclusion, from participation in fedegalyernment contracts. Failure to manage
additional sales channels effectively would limit @bility to succeed in these new markets anddcadiersely affect our ability to expand our
customer base and grow our business.

We may experience delays in the development of oproducts that may negatively affect our competitivgposition and business.

Our products are based on complex technolmgy we can experience unanticipated delays in dpirej, manufacturing or deploying the
Each step in the development life cycle of our piaid presents serious risks of failure, reworkedag, any one of which could affect the cost-
effective and timely development of our productsellectual property disputes, failure of criticksign elements, and other execution risks
may delay or even prevent the release of thesauptedDelays in product development may affectreputation with customers and the tim
and level of demand for our products. If we doda®telop and successfully introduce products imelf manner, our competitive position n
suffer and our business, financial condition arsits of operations would be harmed.

We may be required to write off significant amountsof inventory as a result of our inventory purchasepractices, the convergence of ot
product lines or unfavorable macroeconomic or indusy conditions.
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To avoid delays and meet customer demandhionter delivery terms, we place orders with ourtcaet manufacturers and suppliers to
manufacture components and complete assemblied baderecasts of customer demand. As a resultineentory purchases expose us to the
risk that our customers either will not order tmeducts we have forecasted or will purchase fewedyrcts than forecasted. Unfavorable
market or industry conditions can limit visibilitgto customer spending plans and compound thecdiffi of forecasting inventory at
appropriate levels. Moreover, our customer purclgseements generally do not guarantee any minipunchase level, and customers often
have the right to modify, reduce or cancel purcltpsntities. As a result, we may purchase inventognticipation of sales that do not occur.
Historically, our inventory write-offs have resudtérom the circumstances above. As features anctiimalities converge across our product
lines, and we introduce new products, however,age fin additional risk that customers may foregohmases of one product we have
inventoried in favor of another product with simifanctionality. If we are required to write off @rite down a significant amount of invento
our results of operations for the period would kaerially adversely affected.

Restructuring activities could disrupt our businessand affect our results of operations.

We have previously taken and are in the poéimplementing steps, including reductions ircé office closures, and internal
reorganizations to reduce the size and cost obparations and to better match our resources wéttket opportunities. We may take similar
steps in the future. These changes could be digeuat our business and may result in the recordirgccounting charges, including inventory
and technology-related write-offs, workforce redoctcosts and charges relating to consolidatioexagss facilities. Substantial charges
resulting from any future restructuring activitimsuld adversely affect our results of operationthaperiod in which we take such a charge.

Our failure to manage effectively our relationshipswith third party service partners could adverselyimpact our financial results and
relationship with customers.

We rely on a number of third party servicetpars, both domestic and international, to complaroer global service and support resour
We rely upon these partners for certain maintenandesupport functions, as well as the installatibaur equipment in some large network
builds. These projects often include complex custation, installation and testing. In order to emsihe proper installation and maintenanc
our products, we must identify, train and certifyatified service partners. Certification can betlgoand time-consuming, and our partners
often provide similar services for other companiesluding our competitors. We may not be able tmage effectively our relationships with
our service partners and cannot be certain thgtulilebe able to deliver services in the mannetimre required. If our service partners are
unsuccessful in delivering services:

. we may suffer delays in recognizing reven
. our services revenue and gross margin may be adyexffected; an
. our relationship with customers could suft

Difficulties with service partners could cause aisrainsition a larger share of deployment and otberices from third parties to internal
resources, thereby increasing our service overbests and negatively affecting our services graayin and results of operations.

We may incur significant costs as a result of ourféorts to protect and enforce our intellectual propgerty rights or respond to claims of
infringement from others.

Our business is dependent upon the successhigiction of our proprietary technology and irgetlial property. We are subject to the risk
that unauthorized parties may attempt to accegs, aootherwise obtain and use our proprietaryrietigy, particularly as we expand our
product development into India and increase ouamek upon contract manufacturers in Asia. Theseotimer international operations could
expose us to a lower level of intellectual propgntytection than in the United States. Monitorimgwthorized use of our technology is
difficult, and we cannot be certain that the stifyad we are taking will prevent or minimize thekef unauthorized use. If competitors are
to use our technology, our ability to compete dffety could be harmed.

From time to time we have been subject tgdiion and other third party intellectual propestgims, primarily alleging patent infringement.
We have also been subject to third party claimsiragias a result of our indemnification obligatids@agustomers or resellers that purchase our
products or as a result of alleged infringemerstied to third party components that we includeum products. The frequency of these
assertions is increasing as patent holders, inofuentities that are not in our industry and thatpase patents as an investment, use
infringement assertions as a competitive tactiasoa source of additional revenue. Intellectuaperty infringement claims can significantly
divert the time and attention of our personnel st in costly litigation. These claims can alequire us to pay substantial damages or
royalties, enter into costly license agreemenidemelop non-infringing technology. Accordingly, tbests associated with intellectual property
infringement claims could adversely affect our bess, results of operations and financial condition
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Our international operations could expose us to adtional risks and result in increased operating expnse.

We market, sell and service our products dlgb#e have established offices around the wdrdluding in North America, Europe, the
Middle East, Latin America and the Asia Pacificioeg We have also established a major developnariecin India and are increasingly
reliant upon overseas suppliers, particularly imaAfr sourcing of important components and mactuféng of our products. Our increasingly
global operations may result in increased riskuphusiness and could give rise to unanticipatgubese, difficulties or other effects that could
adversely affect our financial results.

International operations are subject to inherisks, including:

. effects of changes in currency exchange r:

. greater difficulty in collecting accounts receivalaind longer collection perioc

. difficulties and costs of staffing and managingefgn operations

. the impact of economic conditions in countries methe United State

. less protection for intellectual property rightssmme countries

. adverse tax and customs consequences, particakrilated to transi-pricing issues
. social, political and economic instabilit

. higher incidence of corruptiol

. trade protection measures, export compliance, figgtion to transact business and additional reguyarequirements; an
. natural disasters, epidemics and acts of war ooriem.

We expect that our international activitiell Weé dynamic in the near term, and we may enter markets and withdraw from or reduce
operations in others. These changes to our infenetoperations may require significant managenagention and result in additional
expense. In some countries, our success will depepdrt on our ability to form relationships witttal partners. Our inability to identify
appropriate partners or reach mutually satisfacéorgngements for international sales of our prtglooculd impact our ability to maintain or
increase international market demand for our prtsduc

Our use and reliance upon development resources India may expose us to unanticipated costs or lialities.

We have a significant development center @idrand, in recent years, have increased headeodndevelopment activity at this facility.
There is no assurance that our reliance upon dewveot resources in India will enable us to achmeaningful cost reductions or greater
resource efficiency. Further, our development ¢ffand other operations in India involve significasks, including:

. difficulty hiring and retaining appropriate enginieg resources due to intense competition for sesburces and resulting wa
inflation;

. the knowledge transfer related to our technolagy resulting exposure to misappropriation of latglial property or information that
is proprietary to us, our customers and other thadies;

. heightened exposure to changes in the economigtigeand political conditions of India; ar
. fluctuations in currency exchange rates and taxptiamce in India

Difficulties resulting from the factors abosed other risks related to our operations in Irdiald expose us to increased expense, impa
development efforts, harm our competitive positioxdl damage our reputation.

We may be exposed to unanticipated risks and addithal obligations in connection with our resale of @amplementary products or
technology of other companies.
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We have entered into agreements with stragegitmers that permit us to distribute their pradwar technology. We rely upon these
relationships to add complementary products orrteldgies or to fulfill an element of our productrfiolio. As part of our strategy to diversify
our product portfolio and customer base, we magranto additional original equipment manufact@EM) or resale agreements in the
future. We may incur unanticipated costs or diffies relating to our resale of third party produddur third party relationships could expose
us to risks associated with delays in their devalept, manufacturing or delivery of products or teglbgy. We may also be required by
customers to assume warranty, indemnity, servideodimer commercial obligations greater than thero@éments, if any, made to us by our
technology partners. Some of our strategic partaerselatively small companies with limited fin&algesources. If they are unable to satisfy
their obligations to us or our customers, we mayeha expend our own resources to satisfy thedgailins. Exposure to the risks above ct
harm our reputation with key customers and negigtiaffect our business and our results of operation

Our exposure to the credit risks of our customers iad resellers may make it difficult to collect receiables and could adversely affect oL
revenue and operating results.

In the course of our sales to customers, we maae difficulty collecting receivables and coblel exposed to risks associated with
uncollectible accounts. We may be exposed to simighs relating to third party resellers and otkales channel partners. A continued lack of
liquidity in the capital markets or a sustainedigetiof unfavorable economic conditions may increaseexposure to credit risks. While we
monitor these situations carefully and attempttetappropriate measures to protect ourselvespitgsible that we may have to write down or
write off doubtful accounts. Such write-downs oitesoffs could negatively affect our operating istor the period in which they occur, and,
if large, could have a material adverse effect @nrevenue and operating results.

If we are unable to attract and retain qualified pesonnel, we may be unable to manage our businesgeztively.

Competition to attract and retain highly sdltechnical and other personnel with experien@aiirindustry is increasing in intensity, and
our employees have been the subject of targetetyhiy our competitors. With respect to our engiirgeresources, we may find it particula
difficult to attract and retain sufficiently skitlepersonnel in areas including data networkingeEtat service delivery and network
management software engineering in certain geograparkets. We may experience difficulty retainangd motivating existing employees ¢
attracting qualified personnel to fill key positerBecause we rely upon equity awards as a significomponent of compensation, particularly
for our executive team, a lack of positive perfoneein our stock price, reduced grant levels, @nges to our compensation program may
adversely affect our ability to attract and retiedty employees. In addition, none of our executiffieers is bound by an employment agreen
for any specific term. It may be difficult to reprmembers of our management team or other kepieel and the loss of such individuals
could be disruptive to our business. Because wergéy do not have employment contracts with oupkayees, we must rely upon providing
competitive compensation packages and a high-guatitk environment in order to retain and motivateployees. If we are unable to attract
and retain qualified personnel, we may be unabladanage our business effectively.

We may be adversely affected by fluctuations in cuency exchange rates.

Because a significant portion of our saledeisominated in U.S. dollars, a further increashénvalue of the dollar could increase the real
cost to our customers of our products in marketside the United States. In addition, we face expo$o currency exchange rates as a res
our non-U.S. dollar denominated operating expem&surope, Asia and Canada. In recent years, oaumiational operations and our reliance
upon international suppliers have grown considgrablweakened dollar could increase the cost ddlloperating expenses and procureme
raw materials where we must purchase componeifitgéign currencies. As a result, we may be suscleptd negative effects of foreign
exchange changes. We have recently begun to hg@gesacurrency exposure associated with anticipfateeign currency cash flows. These
hedging activities are intended to offset currefhagtuations on a portion of our non-U.S. dollandminated operating expense. There can be
no assurance that these hedging instruments wéffeetive in all circumstances and losses assettiaith these instruments may negatively
affect our results of operations.

Our products incorporate software and other technabgy under license from third parties and our busines would be adversely affected
if this technology was no longer available to us ocommercially reasonable terms.

We integrate third-party software and otheht®logy into our embedded operating system, nétw@nagement system tools and other
products. Licenses for this technology may not\aelable or continue to be available to us on comuiadly reasonable terms. Third party
licensors may insist on unreasonable financialtbewoterms in connection with our use of such tetdgy. Difficulties with third party
technology licensors could result in terminatiorso€h licenses, which may result in significantts@nd require us to obtain or develop a
substitute technology. Difficulty obtaining and migining third-party technology licenses may dismgvelopment of our products and
increase our costs, which could harm our business.
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Our business is dependent upon the proper functiong of our internal business processes and informatn systems and modifications
may disrupt our business, operating processes andternal controls.

The successful operation of various internedifiess processes and information systems isadritiche efficient operation of our business.
In recent years, we have experienced considerabletly in transaction volume, headcount and reliarmen international resources in our
operations. Our business processes and informsyistiems need to be sufficiently scalable to supgranvth of our business. To improve the
efficiency of our operations and achieve greatéomation, we routinely upgrade business processgsdiormation systems. Significant
changes to our processes and systems expose usitober of operational risks. These changes maypsily and disruptive, and could impose
substantial demands on management time. These ehamay also require the modification of a numbentarnal control procedures. Any
material disruption, malfunction or similar problemith our business processes or information systemthe transition to new processes and
systems, could have a negative effect on the dperaf our business and our results of operations.

Strategic acquisitions and investments may exposa to increased costs and unexpected liabilities.

We may acquire or make strategic investmentgtier companies to expand the markets we addtesssify our customer base or acquire
or accelerate the development of technology orywctsd To do so, we may use cash, issue equitywhald dilute our current stockholders’
ownership, incur debt or assume indebtedness. Tressactions involve numerous risks, including:

. significant integration cos

. integration and rationalization of operations, protd, technologies and persont

. diversion of manageme’s attention

. difficulty completing projects of the acquired coamy and costs related tc-process project:
. the loss of key employee

. ineffective internal controls over financial repod;

. dependence on unfamiliar suppliers or manufactu

. exposure to unanticipated liabilities, includinggitectual property infringement claims; a

. adverse tax or accounting effects including aipation expense related to intangible assets aarhel associated with impairment of
goodwill;

As a result of these and other risks, our eitipns or strategic investments may not reaprbtended benefits and may ultimately have a
negative impact on our business, results of opmratnd financial condition.

Changes in government regulation affecting the comanications industry and the businesses of our custeers could harm our prospect:
and operating results.

The Federal Communications Commission, or R@S,jurisdiction over the U.S. communications stdpand similar agencies have
jurisdiction over the communication industries ther countries. Many of our largest customers abgest to the rules and regulations of th
agencies. Changes in regulatory requirements itJttiteed States or other countries could inhibit/ger providers from investing in their
communications network infrastructures or introdigcnew services. These changes could adverselst #file sale of our products and servi
Changes in regulatory tariff requirements or otlegiulations relating to pricing or terms of cargagn communications networks could slow
the development or expansion of network infrastrres and adversely affect our business, operatisgjts, and financial condition.

Governmental regulations affecting the import or eport of products, and environmental regulations rehting to our products, could
negatively affect our revenues.

The United States and various foreign govemtsibave imposed controls, export license requirgsnand restrictions on the import or
export of some technologies. Governmental reguiadfdmports or exports, or our failure to obta@guired import or export approval for our
products, could harm our international and domessties and adversely affect our revenues. Faitucernply with such regulations could re:
in penalties, costs and restrictions on exportileges. In
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addition, our operations may be negatively affettg@nvironmental regulations, such as the Wasetgtal and Electronic Equipment
(WEEE) and Restriction of the Use of Certain HapasdSubstances in Electrical and Electronic EquigrtiRoHS) that have been adopted by
the European Union. Compliance with these and ameihvironmental regulations may increase our @blstiilding and selling our products,
make it difficult to obtain supply of compliant cpnents or require us to write off non-compliarMentory, which could have a material
adverse effect on our business and operating gsesult

We may be required to write down long-lived assetand a significant impairment charge would adverselaffect our operating results.

At April 30, 2009, we had $169.8 million img-lived assets, which includes $76.3 million diertintangible assets on our balance sheet.
Valuation of our long-lived assets requires us skenassumptions about future sales prices andsal@®es for our products. Our
assumptions are used to forecast future, undisedw#sh flows. Given the current economic envirantmencertainties regarding the duration
and severity of these conditions, forecasting fituisiness is difficult and subject to modificatitfractual market conditions differ or our
forecasts change, we may be required to assessdileagassets and could record an impairment chakgg impairment charge relating to
long-lived assets would have the effect of decregpeiur earnings or increasing our losses in sudlgedf we are required to take a substantial
impairment charge, our operating results could bé&éenelly adversely affected in such period.

Failure to maintain effective internal controls ove financial reporting could have a material adverseeffect on our business, operating
results and stock price.

Section 404 of the Sarbanes-Oxley Act of 2@@fliires that we include in our annual report @regontaining management’s assessment of
the effectiveness of our internal controls oveafioial reporting as of the end of our fiscal yaat a statement as to whether or not such
internal controls are effective. Compliance witegh requirements has resulted in, and is likebptdinue to result in, significant costs and the
commitment of time and operational resources. Céaigour business will necessitate ongoing maatifdims to our internal control systems,
processes and information systems. Increases iglobal operations or expansion into new regiongapose additional challenges to our
internal control systems as these operations becoone significant. We cannot be certain that ourent design for internal control over
financial reporting will be sufficient to enable negement or our independent registered public adowufirm to determine that our internal
controls are effective for any period, or on anaing basis. If we or our independent registeredipazcounting firms are unable to assert that
our internal controls over financial reporting aféective, our business may be harmed. Market jpéiare of our financial condition and the
trading price of our stock may be adversely affécéad customer perception of our business magisuff

Obligations associated with our outstanding indebtgness on our convertible notes may adversely affestir business.

At April 30, 2009, indebtedness on our outdiag convertible notes totaled $798.0 million irgeepgate principal. Our indebtedness and
repayment obligations could have important negatiwesequences, including:

. increasing our vulnerability to adverse economid eralustry conditions

. limiting our ability to obtain additional financingarticularly in light of unfavorable conditions ihe credit market:

. reducing the availability of cash resources foroturposes, including capital expenditui

. limiting our flexibility in planning for, or reaatig to, changes in our business and the marketsichwve compete; ar

. placing us at a possible competitive disadvantagmmpetitors that have better access to capgalrees

We may also add additional indebtedness ssi@gaipment loans, working capital lines of crediti other long-term debt.
Our stock price is volatile.

Our common stock price has experienced sutistawolatility in the past and may remain volatifethe future. Volatility in our stock price
can arise as a result of a number of the fact@sudsed in this “Risk Factors” section. The stoekkat has experienced extreme price and
volume fluctuations that have affected the markigtepof many technology
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companies, with such volatility often unrelatedhie operating performance of these companies. Bérere between our actual or anticipated
financial results and published expectations ofysts can cause significant swings in our stockgrOur stock price can also be affected by
announcements that we, our competitors, or ouoousts may make, particularly announcements retategquisitions or other significant
transactions. Our common stock is included in almemof widelyfollowed market indices, including the S&P 500 Irdand any change in tl
composition of these indices to exclude our compaoyld adversely affect our stock price. Thesedes;tas well as conditions affecting the
general economy or financial markets, may matgrediversely affect the market price of our commtmelsin the future.

Item 2. Unregistered Sales of Equity Securities adde of Proceed

Not applicable.

Item 3. Defaults Upon Senior Securitie
Not applicable.

Item 4. Submission of Matters to a Vote of Secutitplders

Ciena’s annual meeting of shareholders was tielMarch 25, 2009. At the annual meeting, Cidraeholders approved the proposals and
elected the directors as set forth below by thevatdicated:

For Against Abstain

1. Election to the Board of Directors of two CldidDirectors:
Stephen P. Bradle 76,833,07. 1,486,20:; 276,90¢
Bruce L. Claflin 76,951,02 1,384,64! 260,51

Each director nominee above was elected bydkeof the majority of the votes cast by shardbrd in accordance with our bylaws. In
addition, the following directors continued to halfice after the annual meeting: Lawton W. Fittfick H. Nettles, Michael J. Rowny,
Harvey B. Cash, Judith M. O’'Brien and Gary B. Smith

For Against Abstain

2. Ratification of the appointment of Pricewaters@@oopers LLP as Ciena’s
independent registered public accounting firm Far tiscal year ending October 31,
2009. 77,717,23 741,10: 137,85

The ratification of the appointment of our épeéndent registered public accounting firm was @ygat by the required affirmative vote of a
majority of the total votes cast by shareholders.

Item 5. Other Information
Not applicable.

Item 6. Exhibits

Exhibit Description

10.1 Form of 2008 Omnibus Incentive Compensation Plabl Rreement (Employee:

10.2 Form of 2008 Omnibus Incentive Compensation Platic@pAgreement (Employee

10.3 Form of 2008 Omnibus Incentive Compensation Plabl R§reement (Directors

311 Certification of Chief Executive Officer PursuantRule 13-14(a) under the Securities Exchange Act of 1934dupted
Pursuant to Section 302 of the Sarb-Oxley Act of 200z

31.2 Certification of Chief Financial Officer PursuantRule 13-14(a) under the Securities Exchange Act of 1934dupted
Pursuant to Section 302 of the Sarb-Oxley Act of 200z

32.1 Certification of Chief Executive Officer Pursuant18 U.S.C. Section 1350 as Adopted Pursuant tid®e®06 of the Sarban-
Oxley Act of 200z

32.2 Certification of Chief Financial Officer Pursuant18 U.S.C. Section 1350 as Adopted Pursuant tdd®e@06 of the Sarban-
Oxley Act of 200z
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SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the Registrant has duly edulis report to be signed on its behalf by
the undersigned thereunto duly authorized.

Ciena Corporatiol

Date: June 4, 200! By: /s/ Gary B. Smith
Gary B. Smith
President, Chief Executive Officer and Director
(Duly Authorized Officer)

Date: June 4, 2009 By: /s/ James E. Moylan, Jr
James E. Moylan, Ji
Senior Vice President, Finance ¢
Chief Financial Officer
(Principal Financial Officer)
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Exhibit 10.1

CIENA CORPORATION
2008 OMNIBUS INCENTIVE PLAN

RESTRICTED STOCK UNIT AGREEMENT

Ciena Corporation, a Delaware corporatiore (fBompany”),hereby grants restricted stock units relating tre$ of its common stock, $.
par value, (the “Stock™}o the individual named below as the Grantee, stilijethe vesting conditions set forth in this Agmeent. This grant |
subject to the terms and conditions set forth)ith{s Agreement, including any appendix attacheetto (as may be applicable for non-U.S.
employees), (ii) the 2008 Omnibus Incentive Plée (Plan”) and (iii) the grant details for this adaontained in your account with the
Company'’s selected broker. Capitalized terms nfihelé in this Agreement are defined in the Plard have the meaning set forth in the Plan.

Grant Date: ,200
Grant Number:
Name of Grantee

Grantee’'s Employee ldentification Number:

Number of Restricted Stock Units Covered by Gr
Vesting Start Date (if other than Grant Date):
Vesting Schedule:

By accepting this grant (whether by signing this Bsgment or accepting the grant electronically vizetwebsite of the Compa’s selected
broker), you agree to the terms and conditions lrist Agreement and in the Plan and agree that the®will control in the event any
provision of this Agreement should appear to bednsistent.

Holder:

(Signature

Ciena Corporatior

By: David M. Rothenstein
Senior Vice President, General Counsel and
Secretary




Restricted Stock Unit Transferability

Vesting

Share Delivery Pursuant to Veste(
Units; Withholding Tax

CIENA CORPORATION
2008 OMNIBUS INCENTIVE PLAN

RESTRICTED STOCK UNIT AGREEMENT

This grant is an award of restricted stock unittheanumber of units set forth on the first pag
this Agreement, subject to the vesting conditioasctibed in this Agreement (“Stock Units”).
Your Stock Units may not be transferred, assigpistiged or hypothecated, whether by
operation of law or otherwise, nor may the Stockt$Jne made subject to execution, attachment
or similar process

Your Stock Units will vest as indicated on thetfipage of this Agreement, provided you renr
in Service on the vesting date and meet any afgpéogesting requirements set forth in this
Agreement. Except as provided in this Agreemenii @ny other agreement between you and
the Company, no additional Stock Units will vegeafyour Service has terminate

Shares underlying the vested portion of the Stoeitduvill be delivered to you by the Compe
as soon as practicable following the applicabldgingsiate for those shares, but in no event
beyond 2/ 2months after the end of the calendar year in witiehshares would have been
otherwise deliverec

On the vesting date (or as soon as practicabledlter), a brokerage account in your name
be credited with Stock representing the numbehafes that vested under this grant (the
“Vesting Shares”)If the vesting date is not a trading day, the Stedkbe delivered on the ne
trading day. The Company will determine, in itsesdiscretion, the number of the Vesting
Shares necessary to cover the amount of any fedéas, local, and foreign taxes that the
Company is required to withhold or pay (on behalfhe Company or you as holder) with
respect to the Stock Units vesting, rounding ufhénearest whole Share of Stock (the
“Withholding Share”).

By accepting this award of Stock Units, you irreably (i) instruct the Company to deliver t
Vesting Shares to your account; and (ii) authoaizé direct the broker, to sell, on your behalf,
the Withholding Shares at the market price pereshathe time of such sale, and (iii) expressly
consent tc




Forfeiture of Unvested Units

Death

Disability

Termination For Cause

Leaves of Absenci

the delivery of the proceeds of the sale of Wity Shares to the Company to be used to

the payment of any applicable taxes (whether omlbetithe Company or you as holder) with
respect to the Stock Units. You further acknowlethge this irrevocable written instruction is
intended to constitute an instruction pursuantueR 0b51 of the Exchange Act. The Comp:
shall be responsible for the payment of any brake@mmissions relating to the sale of the

Withholding Shares

You acknowledge that until the first trading dalldwing the broke’s sale of the Withholdin
Shares, you shall not be entitled to effect tramsas in the net Vesting Shares credited to your
brokerage accoun

The purchase price for the vested Shares of Stodkemed paid by your prior services to the
Company.

Except as specifically provided in this Agreemena® may be provided in other agreements
between you and the Company, no additional StodksWrill vest after your Service has

terminated for any reason and you will forfeit he tCompany all of the Stock Units that have
not yet vested or with respect to which all apglleaestrictions and conditions have not lap:

If your Service terminates because of your deth Stock Units granted under this Agreement
will automatically vest as to the number of Stoatkitd that would have vested had you rema
in Service for the 12 month period immediatelydaling your death

If your Service terminates because of your Disghithe Stock Units granted under t
Agreement will automatically vest as to the numiieBtock Units that would have vested had
you remained in Service for the 12 month period ediately following your Disability

If your Service is terminated for Cause, then yoallimmediately forfeit all rights to your
Stock Units and this award shall immediately tefaén

For purposes of this grant, your Service doeseratinate when you go onbena fideleave of
absence approved by the Company, if the terms af lg@ve provide for continued Service
crediting, or when continued Service creditingeiguired by applicable law. The Company will
determine, ir




Retention Rights

Shareholder Rights

Applicable Law

Data Privacy

Consent to Electronic Delivery

its sole discretion, whether and when a leave sénbe constitutes a termination of Service
under the Plar

Neither your Stock Units nor this Agreement givel ybe right to be retained by the Compan
any Affiliate in any capacity and your Service nimyterminated at any time and for any rea

You have no rights as a shareholder unless anbithetStock relating to the Stock Units has
been issued to you (or an appropriate book entyblkean made). Except as described in the
or herein, no adjustments are made for dividendsluer rights if the applicable record date
occurs before your Stock is issued (or an apprgphiaok entry has been made). If the Com|
pays a dividend on its Stock, you will, however dogitled to receive a cash payment equal to
the pershare dividend paid on the Stock times the numbeested Stock Units that you hold
of the record date for the divider

Any suit, action or other legal proceeding thatasnmenced to resolve any matter arising under
or relating to this Agreement or the Plan shaltbemenced only in a court in the State of
Delaware and the parties to this Agreement cortsethie jurisdiction of such court. You agree
to waive your rights to a jury trial for any claion cause of action based upon or arising out of
this Agreement or the Pla

In order to administer the Plan, the Company maggss personal data about you. Such
includes the information provided in this Agreemether appropriate personal and financial
data about you such as home address and busirdresses and other contact information,
payroll information and any other information deehagpropriate by the Company to facilitate
the administration of the Pla

By accepting this Stock Unit award, you consertheoCompan’s processing of such perso
data and the transfer of such data outside thetgoiumwhich you work or are employed,
including, with respect to non-U.S. residents hte tnited States, to transferees who shall
include the Company and other persons designatéldeb§ompany to administer the Pl

Certain statutory materials relating to the Plavmehizeen delivered to you in electronic form.
accepting this grant, you consent to electroniovdg) and acknowledge recei
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of these materials, including the Plan and Plasgeotus

Non-U.S. Residents If you are a non-U.S. resident, additional termd eonditions with respect to your award may
apply as set forth on the Stock Administration pafjthe MyCiena intrane

This Agreement is not a stock certificate or a tiedpbe instrument.




APPENDIX A
TO
RESTRICTED STOCK UNIT AGREEMENT
FOR NON-U.S. EMPLOYEES

This Appendix A includes additional terms aehditions that govern the Award granted to youasrte Plan if you reside in one of the
countries listed below. Certain capitalized terrasdubut not defined in this Appendix A have the miregs set forth in the Plan and/or the
Agreement governing your Award.

INDIA

Fringe Benefit Tax TreatmenBy accepting the grant of the Stock Units, yonsemt and agree to assume any and all liabilityrioge
benefit tax that may be payable by the Companygreanployer subsidiary thereof (the “Employer”cionnection with your Award and
participation in the Plan as determined in the giideretion of the Company or the Employer. Youensthnd that the grant of the Stock Units
is contingent upon your agreement to assume liglidr fringe benefit tax payable on the Stock Wrahd Stock acquired under the Plan.
Further, by accepting this award and participatimthe Plan, you agree that the Company and/oEthployer may collect the fringe benefit
from you by any reasonable method including themaest forth in the “Share Delivery Pursuant totgedJnits; Withholding Tax” section of
the Agreement. You grant the Company and Empldyeirtevocable authority, as your agent, to sethin or procure the sale of Stock subject
to the Award, on your behalf, so that the net pedsereceivable by the Company or Employer areasst than the amount of any tax for which
you and/or the Company may be liable and the Comnpaikmployer shall remit any balance to you. Ygueg to reimburse or pay t
Company or Employer, in full, any liability thatetCompany or Employer incurs towards any fringeeffietax, social tax, or other tax paid or
payable in respect of the grant of this Award, wesof the Award, delivery of the Stock Units ofaéinent/transfer of the underlying Stock,
within the time and in the manner prescribed byGlenpany or Employer. As a condition of this awaml) also agree to execute any other
consents or elections required to accomplish thegfaing, promptly upon request of the Company erEmployer.

Exchange Control Notificatio.o the extent required by local law, you must imratady repatriate all proceeds resulting from thke of
shares of Stock issued upon vesting of the StodtslmIndia and convert the proceeds into locatency. You will receive a foreign inward
remittance certificate (“FIRC”) from the bank whemeu deposit the foreign currency. You should maimthe FIRC as evidence of the
repatriation of funds in the event the Reserve Bafrkdia or the Employer requests proof of rezion.
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Exhibit 10.2

CIENA CORPORATION
2008 OMNIBUS INCENTIVE PLAN

NON-QUALIFIED STOCK OPTION AGREEMENT

Ciena Corporation, a Delaware corporatiore (fBompany”), hereby grants a stock option exehtéséor shares of its common stock, $.01
par value, (the “Stock™}o the individual named below as the Grantee, stiligethe vesting conditions set forth in this Agmeent. This grant |
subject to the terms and conditions set forth)ith{s Agreement, including any appendix attacheetto (as may be applicable for non-U.S.
employees), (ii) the 2008 Omnibus Incentive Plée (Plan”) and (iii) the grant details for this adaontained in your account with the
Company'’s selected broker. Capitalized terms nfihelé in this Agreement are defined in the Plard have the meaning set forth in the Plan.

Grant Date: ,200
Grant Number:

Name of Grantee

Grantee’s Employee Identification Number:

Number of Stock Option Shares Covered by Gr

Exercise price per share:

Vesting Schedule:

By accepting this Grant (whether by signing this #egment or accepting the Grant electronically vizetwebsite of the Compa’s selected
broker), you agree to the terms and conditions lrist Agreement and in the Plan and agree that the®will control in the event any
provision of this Agreement should appear to bednsistent.

Holder:

(Signature

Ciena Corporatior

By: David M. Rothenstei
Senior Vice President, General Counsel and
Secretary




CIENA CORPORATION
2008 OMNIBUS INCENTIVE PLAN

NON-QUALIFIED STOCK OPTION AGREEMENT

Vesting Your option vests in accordance with the grantitetand vesting schedule set forth on the first
page of this Agreement, provided you remain in Beren the vesting date and meet any
applicable vesting requirements set forth in thigeement or otherwise applicable to this gr

This option is only exercisable before it expires ghen only with respect to the vested por
of the option. You may exercise this option, in \ehor in part, to purchase a whole number of
vested shares in accordance with the Plan and\grsement

Except as provided in this Agreement, or in anyeotigreement between you and the Company
no additional options will vest after your Servitas terminatec

Term Your option will expire at the close of busines€ampany headquarters on the 10th
anniversary of the Grant Date. Your option will agpearlier if your Service terminates, as
described below

Regular Termination of Service If your Service terminates for any reason, othantdeath, Disability or Cause, then your op
will expire at the close of business at Companydgearters on the 90th day after your
termination date

Termination for Cause If your Service is terminated for Cause, then yloallimmediately forfeit all rights to your
option and the option shall expire immediately ugoar termination

Death If your Service terminates because of your deaihr pption will automatically vest as to the
number of options that would have vested had ymameed in Service for the 12 month period
immediately following your death and your optiorilweixpire at the close of business at
Company headquarters on the date 12 months aétefate of deatt

If you die during the S-day period described in connection with a regudamtnation of Servic
above, and a vested portion of your option hag/ebbeen exercised, then your option will
instead expire on the date 12 months after youmnitextion date

During the12 month period above, your estate aistraay exercise the vested portion of your
option.




Disability

Leaves of Absenci

Notice of Exercise

Form of Payment

Withholding Taxes

Transfer of Option

Retention Rights

If your Service terminates because of your Disghiliour option will automatically vest as to
the number of options that would have vested hadrgmained in Service for the 12 month
period immediately following your Disability and yooption will expire at the close of busin
at Company headquarters on the date 12 monthstlaitetate of terminatiol

For purposes of this option, your Service doegemhinate when you go onbena fideleave of
absence approved by the Company, if the terms af lg@ave provide for continued Service
crediting, or when continued Service creditingeiguired by applicable law. The Company will
determine, in its sole discretion, whether and whégave of absence constitutes a termination
of Service under the Pla

When you wish to exercise this option, you mustipaihe Company by completing and
electronically submitting such exercise requestyaiar Employee Stock Plan account. Such
exercise will be effective only when a valid electic exercise submission is receiv

Upon exercise of your option, you must submit payneod the option price for the shares

are purchasing. Payment may be made via (i) cashaqusly deposited in your Employee Stock
Plan account; (ii) a “cashless” exercise, by whjioh deliver an irrevocable direction to a
licensed securities broker to sell Stock and tavdekll or part of the sale proceeds to the
Company in payment of the aggregate option prickaay applicable withholding taxes; or

(i) as otherwise permitted by the Administrat

In the event that the Company determines that edgrél, state, local or foreign tax or
withholding payment is required relating to the reige or sale of shares arising from this grant,
the Company shall have the right to require sughmaents from you, or withhold such amounts
from other payments due to you from the Compargmyr Affiliate. Payment of your

withholding or other taxes may be made via onéefforms of payment for exercise set forth
above, or as otherwise determined by the Administr

Only you may exercise this option. You cannot tfaner assign this option. If you attempt
transfer this option, it will immediately becomevatid. You may, however, transfer this option
pursuant to a marital property settlement agreenaispose of this option in your will or
transfer this option upon your death by the lawdesfcent and distributio

Neither your option nor this Agreement give you tigit to be
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Shareholder Rights

Applicable Law

Data Privacy

Consent to Electronic Delivery

Non-U.S. Residents

Non-Qualified Stock Option

retained by the Company or any Affiliate in any @aipy and your Service may be terminated at
any time and for any reasc

You have no rights as a shareholder of the Compalgss and until the Stock relating to your
exercise has been issued (or an appropriate bdok s been made). Except as described in
the Plan, no adjustments are made for dividendshar rights if the applicable record date
occurs before your Stock is issued (or an apprphiaok entry has been mad

Any suit, action or other legal proceeding thatdasnmenced to resolve any matter arising under
or relating to this Agreement or the Plan shaltbenmenced only in a court in the State of
Delaware and the parties to this Agreement cortsethie jurisdiction of such court. You agree
to waive your rights to a jury trial for any claion cause of action based upon or arising out of
this Agreement or the Pla

In order to administer the Plan, the Company maggss personal data about you. Such data
includes the information provided in this Agreemerther appropriate personal and financial
data about you such as home address and busirdresses and other contact information,
payroll information and any other information deehagpropriate by the Company to facilitate
the administration of the Pla

By accepting this option, you consent to the Cory’s processing of such personal data an
transfer of such data outside the country in wlyich work or are employed, including, with
respect to non-U.S. residents, to the United St&dasansferees who shall include the Company
and other persons designated by the Company tonésterithe Plar

Certain statutory materials relating to the Plavehiaeen delivered to you in electronic form. By
accepting this grant, you consent to electroniovdgl and acknowledge receipt of these
materials, including the Plan and Plan prospe:

If you are a no-U.S. resident, additional terms and conditions wétbpect to your award m.
apply as set forth on the Stock Administration pafjthe MyCiena intrane

This option is not intended to be an incentive Istmgtion under Section 422 of the Inter
Revenue Code and will be interpreted accordir

This Agreement is not a stock certificate or a niedpbe instrument.



Exhibit 10.3

CIENA CORPORATION
2008 OMNIBUS INCENTIVE PLAN

RESTRICTED STOCK UNIT AGREEMENT

Ciena Corporation, a Delaware corporatiore (fBompany”),hereby grants restricted stock units relating tre$ of its common stock, $.
par value, (the “Stock™}o the individual named below as the Grantee, stilijethe vesting conditions set forth in this Agmeent. This grant |
subject to the terms and conditions set forth)ith{s Agreement, (ii) the 2008 Omnibus IncentivarRthe “Plan”)and (iii) the grant details fc
this award contained in your account with the Conyfsmselected broker. Capitalized terms not defiimeithis Agreement are defined in the
Plan, and have the meaning set forth in the Plan.

Grant Date: ,200__

Name of Grantee

Grantee’s Employee Identification Number:
Number of Restricted Stock Units Covered by Gr
Vesting Start Date (if other than Grant Date):
Vesting Schedule:

By accepting this grant (whether by signing this Bsgment or accepting the grant electronically vizetwebsite of the Compa’s selected
broker), you agree to the terms and conditions Imist Agreement and in the Plan and agree that tha®Wwill control in the event any
provision of this Agreement should appear to bednsistent.

Holder:

(Signature)

Ciena Corporation

By: David M. Rothensteir
Senior Vice President, General Counsel and
Secretary




Restricted Stock Unit Transferability

Vesting

Share Delivery Pursuant to Vestec
Units; Withholding Tax

CIENA CORPORATION
2008 OMNIBUS INCENTIVE PLAN

RESTRICTED STOCK UNIT AGREEMENT

This grant is an award of restricted stock unitthmnumber of Stock Units set forth on the 1
page of this Agreement, subject to the vesting itimms described in this Agreement (“Stock
Units”). Your Stock Units may not be transferred, assigp&tiged or hypothecated, whethe
operation of law or otherwise, nor may the Stocktt)Jne made subject to execution, attachment
or similar process

Your Stock Units will vest as indicated on thetfippage of this Agreement, provided you rerr
in Service on the vesting date and meet any aggéogesting requirements set forth in this
Agreement. Except as provided in this Agreemeniiy @ny other agreement between you and
the Company, no additional Stock Units will vegeafyour Service has terminate

Subject to any valid deferral election under theeBlior Restricted Stock Deferral Plan, She
underlying the vested portion of the Stock Unit8l e delivered to you by the Company as
soon as practicable following the applicable vestiate for those shares, but in no event be
21/2months after the end of the calendar year in wiiietshares would have been otherwise
delivered.

Subject to any valid deferral election under theeBtior Restricted Stock Deferral Plan, on
vesting date (or as soon as practicable thereaftdmokerage account in your name will be
credited with Stock representing the number ofehénat vested under this grant (the “Vesting
Shares”). If the vesting date is not a trading dlag,Stock will be delivered on the next trading
day. The Company will determine the number of tlestihg Shares necessary to cover the
amount of federal, state, local, and foreign takes the Company is required to withhold with
respect to the Stock Unit vesting, rounding upghtoriearest whole Share of Stock (the
“Withholding Share”).

By accepting this award of Stock Units, you irreably (i) instruct the Company to deliver the

Vesting Shares to your account; and (ii) authosizé direct the broker, to sell, on your behalf,
the Withholding Shares at the market price
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Forfeiture of Unvested Units

Death

Disability

Retirement

Corporate Transaction

share at the time of such sale and to deliver thegeds to the Company to be used to fund the
payment of the withholding taxes. You further ackiezige that this irrevocable written
instruction is intended to constitute an instructiursuant to Rule 10b5-1 of the Exchange Act.
The Company shall be responsible for the paymeahgfbrokerage commissions relating to the
sale of the Withholding Share

You acknowledge that until the first trading dajldwing the broker’s sale of the Withholding
Shares, you shall not be entitled to effect tramsas in the net Vesting Shares credited to your
brokerage accoun

The purchase price for the vested Shares of Stodkemed paid by your prior services to
Company.

Except as specifically provided in this Agreemena® may be provided in other agreements
between you and the Company, no additional StodksWyill vest after your Service has

terminated for any reason and you will forfeit he tCompany all of the Stock Units that have
not yet vested or with respect to which all apdilearestrictions and conditions have not lap:

If your Service terminates because of your dedth Stock Units granted under this Agreen
shall accelerate and become immediately vestedllinfon the date of your deal

If your Service terminates because of your Disghithe Stock Units granted under t
Agreement shall accelerate become immediately dastiill upon the date of your Disabilit

If your Service terminates because of your retinginfi@ accordance with such guidelines as
approved by the Board), the Stock Units granteceuatiis Agreement shall become
immediately vested in full upon the date of youiregnent.

Upon or in connection with a Corporate Transactiaur Stock Units shall accelerate and
become immediately vested in full upon the effextifate of the Corporate Transacti
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Termination For Cause

Leaves of Absenci

Retention Rights

Shareholder Rights

Applicable Law

Data Privacy

If your Service is terminated for Cause, then yloallimmediately forfeit all rights to your
Stock Units and this award shall immediately tetaun

For purposes of this grant, your Service doeserminhate when you go onbmna fideleave of
absence approved by the Company, if the terms wf ig@ve provide for continued Service
crediting, or when continued Service creditingeiguired by applicable law. The Company will
determine, in its sole discretion, whether and wadgave of absence constitutes a termination
of Service under the Pla

Neither your Stock Units nor this Agreement givel ybe right to be retained by the Compan
any Affiliate in any capacity and your Service nmyterminated at any time and for any rea

You have no rights as a shareholder unless anbthetStock relating to the Stock Units t
been issued to you (or an appropriate book entyblean made). Except as described in the
or herein, no adjustments are made for dividendsluer rights if the applicable record date
occurs before your Stock is issued (or an apprgphiaok entry has been made). If the Com|
pays a dividend on its Stock, you will, however dmgitled to receive a cash payment equal to
the pershare dividend paid on the Stock times the numbeested Stock Units that you hold
of the record date for the divider

Any suit, action or other legal proceeding thatasnmenced to resolve any matter arising ul
or relating to this Agreement or the Plan shaltbenmenced only in a court in the State of
Delaware and the parties to this Agreement cortsethie jurisdiction of such court. You agree
to waive your rights to a jury trial for any claion cause of action based upon or arising out of
this Agreement or the Pla

In order to administer the Plan, the Company maggss personal data about you. Such
includes the information provided in this Agreemether appropriate personal and financial
data about you such as home address and busirdresses and other contact information,
payroll information and any other information deehagpropriate by the Company to facilitate
the administration of the Pla

By accepting this Stock Unit award, you consernh&
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Company’s processing of such personal data anttahsfer of such data outside the country in
which you work or are employed, including, withpest to non-U.S. residents, to the United
States, to transferees who shall include the Cosnpad other persons designated by the
Company to administer the Ple

Consent to Electronic Delivery Certain statutory materials relating to the Plamehlaeen delivered to you in electronic form. By
accepting this grant, you consent to electroniovdgl and acknowledge receipt of these
materials, including the Plan and Plan prospe:

Non-U.S. Resident: If you are a no-U.S. resident, additional terms and conditions watspect to your award mi
apply as set forth on the Stock Administration pafjthe MyCiena intrane

This Agreement is not a stock certificate or a niedpbe instrument.



EXHIBIT 31.1

CIENA CORPORATION
CERTIFICATION OF CHIEF EXECUTIVE OFFICER
I, Gary B. Smith, certify that:
1. | have reviewed this quarterly report of Cieragration;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegos presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoifge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

(b) Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggtiae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentthdsi report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigt occurred during the registrant’s most
recent fiscal quarter (the registramtourth fiscal quarter in the case of an annuadrg that has materially affected, or is reasopdikély to
materially affect, the registrant’s internal comiwger financial reporting; and

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commiti&the registrant’s board of directors (or pesspearforming the equivalent functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regisisability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a sinifiole in the registrant’s internal
control over financial reporting.

Date: June 4, 2009

/s/ Gary B. Smith
Gary B. Smith
President and Chief Executive Offic




EXHIBIT 31.2

CIENA CORPORATION
CERTIFICATION OF CHIEF FINANCIAL OFFICER
[, James E. Moylan, Jr., certify that:
1. | have reviewed this quarterly report of Cieragration;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegoks presented in this report;

4. The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contanld procedures (as definet
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoifge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg fperiod in which this report is being prepared;

(b) Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance rieggtiae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallymedeaccounting principles;

(c) Evaluated the effectiveness of the registratisslosure controls and procedures and presentthdsi report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psit based on such evaluation; and

(d) Disclosed in this report any change in thestgnt’s internal control over financial reportitigt occurred during the registrant’s most
recent fiscal quarter (the registramtourth fiscal quarter in the case of an annuadrg that has materially affected, or is reasopdikély to
materially affect, the registrant’s internal comiwger financial reporting; and

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commiti&the registrant’s board of directors (or pesspearforming the equivalent functions):

(a) All significant deficiencies and material weakges in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regisisability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that inedvmanagement or other employees who have a sinifiole in the registrant’s internal
control over financial reporting.

Date: June 4, 2009

/s/ James E. Moylan, Jr
James E. Moylan, Ji
Senior Vice President and Chief Financial Offic




EXHIBIT 32.1

CIENA CORPORATION

Written Statement of Chief Executive Officer
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

The undersigned, the Chief Executive Office€Cena Corporation (the “Company”), hereby ceesfihat, to his knowledge, on the date
hereof:

(a) the Report on Form 10-Q of the Company forqharter ended April 30, 2009 filed on the date bevath the Securities and Exchange
Commission (the “Report”) fully complies with thequirements of Section 13(a) or 15(d) of the S¢iesrExchange Act of 1934; and

(b) information contained in the Report fairly peass, in all material respects, the financial ctiodiand results of operations of the
Company.

/s/ Gary B. Smith

Gary B. Smith

President and Chief Executive Officer
June 4, 200!

A signed original of this written statement reqdif®y Section 906, or other document authenticatiegnowledging, or otherwise adopting the
signature that appears in typed form within thetetaic version of this written statement requibgdSection 906, has been provided to Ciena
Corporation and will be retained by Ciena Corparatind furnished to the Securities and Exchangen@lesion or its staff upon request.




EXHIBIT 32.2

CIENA CORPORATION

Written Statement of Chief Financial Officer
Pursuant to Section 906 of the Sarbanes-Oxley Acf 2002

The undersigned, the Chief Financial Office€@na Corporation (the “Company”), hereby ceesfthat, to his knowledge, on the date
hereof:

(a) the Report on Form 10-Q of the Company forgharter ended April 30, 2009 filed on the date bEvédth the Securities and Exchange
Commission (the “Report”) fully complies with thequirements of Section 13(a) or 15(d) of the SéiegrExchange Act of 1934; and

(b) information contained in the Report fairly peass, in all material respects, the financial ctodiand results of operations of the
Company.

/s/ James E. Moylan, Jr

James E. Moylan, Ji

Senior Vice President and Chief Financial Offi
June 4, 200!

A signed original of this written statement reqdif®y Section 906, or other document authenticatiegnowledging, or otherwise adopting the
signature that appears in typed form within thetetaic version of this written statement requibgdSection 906, has been provided to Ciena
Corporation and will be retained by Ciena Corparatind furnished to the Securities and Exchangen@iesion or its staff upon reque




