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Every year we strive to exceed expectations.  

In 2019 we continued to press our many 
competitive advantages, taking substantial 
market share and strongly outperforming our 
financial targets. As we continue to execute 
on our strategy, we reflect on…

 A YEAR OF

Adj. EPS Growth 
Over 20% 50%

C O M P A N Y  H I G H L I G H T S

ACTUAL >

Free Cash Flow 
Approx. 60% to 70% of  
adj. operating income 70%ACTUAL >

ACTUAL >Revenue Growth 
Approx. 6% to 8% 15%
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To Our Shareholders:

Following the past two years of pulling away and differentiating 
ourselves from the competition, we built upon our momentum with an 
“Extraordinary” performance in 2019. 

We entered the year well-positioned to extend our leadership across 
multiple dimensions, and we continued to elevate our position in the 
market by solving problems for our customers and delivering outstanding 
business and financial results for our shareholders. Our differentiated 
technology outpaced the competition; our diversification across portfolio, 
vertical and geographical vectors protected us from ebbs and flows 
in individual market segments and geographies; and our global scale 
enabled us to take advantage of favorable spending and competitive 
dynamics. All of which served as the foundation of a uniquely resilient 
business that continues to outperform the market.

In 2019, we delivered results well above our own outlook, significantly 
outperforming the majority of our long-term targets and increasing our 
annual revenue growth target twice during the fiscal year. We are very 
proud of our extraordinary year and our ability to successfully execute our 
strategy to drive profitable growth.
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FINANCIAL HIGHLIGHTS
We continue to operate in a demand environment 
that reflects significant network traffic growth 
and emerging automation needs. These 
dynamics are driving the transformation of 
network architectures, which presents market 
opportunities for us. 

We had a phenomenal year by any measure, 
highlighting our clear market leadership and 
strong momentum. Financial highlights from this 
past year include:

•	 We delivered significant year-over-year 
increases in revenue (>15%), adjusted 
operating margin (>20%), adjusted 
EBITDA (>30%) and adjusted earnings 
per share (>50%)

•	 We generated over 40% year-over-year 
growth in direct sales to web-scale 
customers, representing 22% of total 
revenue for the year

•	 We gained approximately 3% of global 
optical market share

In addition, we continued to strengthen our 
balance sheet during the past year. Not only 
did we generate over $350 million in free 
cash flow, but we also successfully executed 
against our increased share buyback plan. After 
repurchasing approximately 3.8 million shares for 
an aggregate purchase price of $150 million, we 
ended fiscal 2019 with over $1 billion in cash and 
investments. 

BUSINESS ACHIE VEMENTS
In 2019, we continued to force the pace of 
technical innovation. Our WaveLogic coherent 
optical technology continued to perform very 
well against existing and new competitive 
products introduced late in the year. And our 
next generation, first-to-market WaveLogic 5 
Extreme extends our industry-leading capacity 
to 800G while also delivering unprecedented 
performance at every other rate. We will 
also offer a small form factor version of our 
WaveLogic 5 technology delivered in a pluggable 
format. The WaveLogic 5 Nano 400G ZR product 
represents our commitment to offering solutions 
in various forms that network operators can 
choose from as they consider a multitude of 
architectural designs.  

Also, in fiscal 2019, Packet Networking 
experienced a resurgence in growth. In adding 
to serving traditional access and aggregation 
use cases, the product line began to address 
new opportunities as service providers look to 
migrate legacy network services on to a next-
generation packet infrastructure – an approach 
we refer to as Adaptive IP. At the same time, we 
leveraged our scale to continue investing in this 
portfolio to expand its addressable market over 
time beyond wireless backhaul and Ethernet 
Business Services. We believe this market will 
increase in importance as the network gets 
closer to the user through fiber densification 
initiatives, like 5G and Fiber Deep.
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All product development is underpinned by 
our strengthened Global Services organization 
that offers a range of solutions from traditional 
maintenance and support through to highly 
consultative network design expertise. This 
business grew 9% in fiscal 2019 as customers 
looked to Ciena for their next-generation 
architectural deployments and more.

These achievements and opportunities position 
us well to continue to gain share and outgrow 
the market. We are confident in our industry 
leadership position today, in the next year and 
into the future.

THE ADAPTIVE NET WORK™ : 
A VISION AND A RE ALIT Y
Last year we introduced our vision of the 
Adaptive Network, wherein we described how 
in this fast-paced and complex market, only 
those who are able to constantly adapt—their 
business models, technology and protocols—
will succeed. Today, our organic and inorganic 
investments are making this vision a reality for 
our customers. 

The Adaptive Network is a combination of 
hardware, software and services that enables 
greater network agility than previously 
possible. It is built on foundational elements 
that independently enhance network and 
business outcomes and act as a force multiplier 
when working together. When combined, the 
elements of the Adaptive Network empower our 
customers with the ability to anticipate demand, 
proactively identify and address network 
challenges, and respond to their customers with 
unparalleled efficiency. 

A key element of the Adaptive Network is our 
Blue Planet Automation Software and Services 
business. In fiscal 2019 we achieved our financial 
target for this segment, delivering approximately 
$55 million in revenue. We also enhanced 
this portfolio toward the end of the year with 
the acquisition of Centina Systems, a leading 
provider of service assurance analytics and 
network performance management solutions. 
These additional capabilities complete our ability 
to enable closed-loop automation and position 
us for even greater opportunities as we target 
the next goal for this business of $120 to $140 
million of revenue in fiscal 2022.

PROFITABILIT Y AND LONG -
TERM TARGETS
Investors in Ciena know that for many years 
we have set operating margin targets for the 
company, reflecting confidence in our ability 
to execute. After generating 13.1% adjusted 
operating margin in fiscal 2019, we indicated that 
we expect to achieve our target of 15% adjusted 
operating margin in fiscal 2020, due in part to 
improved efficiencies and increased operating 
leverage. Accordingly, we have now established 
a new longer-term profitability target of 16-17% 
adjusted operating margin in fiscal 2022. 

In addition to operating leverage, we expect 
strong performance against our other long-term 
financial targets, including revenue, adjusted EPS 
and free cash flow. With a continued focus on 
driving increased profitability, we are targeting an 
annual growth rate in our adjusted EPS at 20% per 
year over the next three years. Our long-term view 
on annual revenue growth remains at 6-8%, which 
continues to be faster than the market. 
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Finally, with respect to cash generation, we 
increased our expectation to a target annual cash 
flow of approximately 65% to 75% of adjusted 
operating income over the next three years. 

SUSTAINABILIT Y AND 
SOCIAL RESPONSIBILIT Y
At Ciena, sustainability is more than a corporate 
responsibility. It’s a fundamental part of our 
strategy and is key to achieving our longer-term 
financial targets. 

Our greatest impact on the environment is 
through our technology innovation, which 
continually allows our customers to “do more 
with less.” Our products enable network 
operators to increase capacity while reducing 
the amount of power and space required 
and eliminate multiple network elements 
through software virtualization and technology 
convergence. The outcome is a significant 
reduction in the environmental impact and cost 
of network infrastructures – even during a time of 
exploding traffic and service expansion. 

With employees being our most important 
assets and the foundation of our success, 
progressive human capital management 
initiatives also represent an important focus of 
our efforts. Notably, we offer a robust Global 
Wellbeing program that provides resources 
to enable better work-life flexibility, advance 
life skills and provide compassionate support 
during life’s challenges. We also run a best-in-
class global community engagement program, 
Ciena Cares, that encourages and empowers 
employees to give back to their communities 
in a meaningful way through volunteering, 
charitable giving and donation matching. 

Above and beyond that, we have also been 
consolidating our real estate portfolio and 
footprint, adopting new collaboration platforms, 
and are promoting flexible working options 
to reduce the environmental impact of our 
operations, enhance our efficiency and increase 
employee satisfaction.

To showcase our achievements and ensure 
alignment with our key stakeholders, we 
recently completed an Environmental, Social 
and Governance investor roadshow and 
promoted our inaugural sustainability report.  
I am proud of the emphasis that Ciena and our 
employees put on sustainability where we work 
and live around the globe.

LOOKING FORWARD
The foundation of Ciena’s sustained 
differentiation is the strong execution of our 
strategy that consistently delivers industry-
leading innovation, diversifies the business 
across multiple vectors and operates with 
global scale.

During my 18+ years as CEO, our company 
has clearly evolved. We began as a singularly 
dedicated optical player focused on revenue 
growth, and we are now a global networking 
systems, services and software company that 
is delivering both differentiated revenue growth 
and strong profitability. This has been made 
possible thanks to the many contributions of 
Ciena’s employees, the confidence and trust of 
our customers and partners, and the support 
of our shareholders. On behalf of Ciena’s Board 
of Directors and executive leadership team,  
I thank you. 
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OUR REACH
EXTENDING
The Adaptive Network enables network providers to optimize their existing 
frameworks while incorporating new technologies and ways of working. 
It’s built on the following foundational elements: Programmable 
Infrastructure, Analytics and Intelligence, Software Control 
and Automation, and Services. Running underneath these 
components is an architecture rooted in openness, 
scalability and security.
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PROGR AMMABLE 
INFR ASTRUCTURE
Dynamic pool of virtual and physical 
network resources, instrumented, open, 
scalable, and secure

ANALY TIC S & 
INTELLIGENCE
Predictive analytics and machine learning 
based on both big data and small data

SOFT WARE CONTROL & 
AUTOMATION
Open domain control and multi-domain 
orchestration

SERVICES
Technical and professional devices that 
help customers build, operate, and optimize 
their networks

10



11



EXPECTATIONS
BEYOND

Our extraordinary fiscal 2019 performance was driven by a combination of 
strategic execution and favorable dynamics.  

INDUSTRY 
DYNAMIC S 

•	 Favorable competitive 
dynamics

•	 Subscale vendors 
struggled financially 
and with innovation

•	 Competing 
products were late 
to market

•	 Larger competitors 
faced competing 
investment priorities

•	 Web-scale spending 
outpaced overall 
market

•	 Spending by some 
service provider 
customers recovered 
from lower levels	

“FLIGHT TO 
QUALIT Y”

•	 Customer trust in 
Ciena and strong 
relationships

•	 Web-scale providers 
pursue quality 
products and a 
strong roadmap

•	 Service providers 
seek secure, long-
term partners

•	 Tier 1 service provider 
wins occurred at a 
higher rate

CONTINUED 
STR ATEGIC 
E XECUTION 

•	 WaveLogic Ai 
continued to 
outperform alternative 
products

•	 WaveLogic 5e launch 
timing is expected to 
lead the market

•	 Compelling 
complementary 
offering and roadmap 
for Blue PlanetTM and 
Packet Networking

•	 Diversification as 
a result of broad 
based geographies, 
market verticals and 
customers 
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We are taking market share 
and outperforming the 
competition

•	 Annual revenue growth 
significantly greater than the 
market at 15% 

•	 Adjusted EPS growth of over 
50% 

•	 Expect to have gained 
approximately 3% of global 
market share 

•	 Top 10 customers include 
service providers, cable and 
web-scale, spanning across 
three different regions

Our balance sheet is strong

•	 Free cash flow of $351M or 
75% of adjusted operating 
income

•	 Ended the year with over 
$1B in cash and investments

•	 Significant return of capital 
to shareholders with $150M 
used to repurchase shares 
during the year

•	 Ratings agency upgrades 
from Moody’s and S&P

We are forcing the pace of 
innovation with the Adaptive 
Network

•	 WaveLogic roadmap 
extends beyond 400G and 
with multiple form factors

•	 Adaptive IP capabilities 
for Packet Networking to 
address fiber densification 
(5G & Fiber Deep)

•	 Blue Planet Automation 
Software portfolio and 
closed-loop automation 
capability strengthened with 
recent acquisition of Centina

FISCAL YEAR 2019 KEY

RETURNING VALUE 
TO SHAREHOLDERS 
THROUGH 
STRONG CAPITAL 
ALLOCATION 
PRIORITIES
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FISCAL YEAR ’19 FISCAL YEAR ’18

Revenue $3.57B $3.09B

Adjusted  Gross Margin* 43.7% 43.0%

Adjusted Operating Expense* $1,092M 
30.6% / total revenue

$994M 
32.1% / total revenue

Adjusted Operating Margin* 13.1% 10.9%

Adjusted EBITDA* $557M $421M

Adjusted EPS* $2.11 $1.39

FISCAL YEAR ’19 FISCAL YEAR ’18

Cash and Investments $1,024M $953M

Cash Flow from Operations $413M $229M

FINANCIAL HIGHLIGHTS

OPER ATING METRIC S

$50.0

$37.5

$25.0

$12.5

$0.0
 Q1 FY’19           Q2 FY’19           Q3 FY’19           Q4 FY’19

Share Repurchases $ in millions Targeted M&A
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Board Oversight. Sustainability is more than a 
corporate responsibility, it’s a fundamental part of 
our strategy, innovation leadership and success 
in our markets. Our Board of Directors actively 
oversees our corporate strategy and approach to 
ESG initiatives, including ongoing efforts to keep 
us in lockstep with progressive industry trends 
and standards. 

ESG Engagement. This past year, we reached 
out to our top 30 shareholders, who represent 
approximately 54% of our shares, to inform 
them of our recent progress on environmental 
sustainability, social responsibility and 
community engagement, and corporate 
governance. These engagements allowed us 
to better understand investors’ ESG priorities 
and ensure alignment of our strategy and 
their expectations. Given the importance 
of sustainability, members of our executive 
leadership team personally met with 
stockholders representing more than 25% of our 
outstanding shares, including our three largest 
holders. 

New ESG Disclosures. Highlighting our 
commitment in this area, we’ve published our 
initial sustainability report and have included 
new ESG disclosures on our website, Form 10-K 
and proxy statement to help our stakeholders 
understand our areas of focus and achievement.

At Ciena, we believe it is vitally 
important to be good stewards 
of the earth, supporters of the 
communities in which we work 
and live, and business partners 
to our customers and suppliers. 
As a result, we are dedicated to 
empowering our employees and 
partners to act with sustainability 
top of mind. From our efforts to 
deliver leading innovation, invest 
in an engaged workforce, ensure 
compliance and corporate 
governance best practices, 
promote volunteerism and 
charitable activity and embrace 
responsible supply chain 
procedures, we are proud of what 
we have accomplished. 

We invite you to review our 
most recent report on these 
Environmental, Social and 
Governance (ESG) initiatives on 
Ciena.com. 

SUSTAINABILITY
A COMMITMENT TO
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Innovation leadership and sustainability go 
hand-in-hand. Our markets and customers 
demand it. This tight alignment has resulted in a 
99% reduction in power and space per bit in our 
optical solutions over the past 15 years.

Our WaveLogic optical modem innovation has 
increased capacity 40x while reducing cost and 

required power by 25% to 30% per year

By consolidating packet and optical functions 
into a single platform and leveraging software 
virtualization, we have reduced the number of 

physical network elements required

As evidenced by WaveLogic 5, we are constantly 
leveraging the latest switching silicon and optics 
technology to reduce the space required in each 

generation of equipment

AN EMPLOYER OF 
CHOICE WITH A 
DISTINCT CULTURE
A leading technology company relies on 
outstanding employees bringing their 
ideas, motivation and capabilities to 
life. Our people come first and it shows. 
Our “People Plan” focuses on: 

•	 Ensuring competitive, fair and 
transparent compensation and 
innovative benefits offerings

•	 Supporting the physical, 
emotional, financial and social 
well-being of our employees

•	 Creating opportunities for 
employee growth, education and 
development, and recognition and 
rewards

•	 Promoting an inclusive and 
diverse workplace, where all 
individuals are respected and 
feel they belong regardless of 
age, race, national origin, gender, 
religion, disability or sexual 
orientation
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Corporate Headquarters
Ciena Corporation
7035 Ridge Road
Hanover, MD 21076
Telephone: (800) 921.1144
or (410) 694.5700 
www.Ciena.com

Virtual Annual Meeting
Ciena’s annual meeting of 
shareholders will be held at 3PM 
(Eastern) on Thursday, April 2, 
2020. Please visit http://www.
virtualshareholdermeeting.com/
ciena2020 at least 10 minutes 
prior to the start time.

Independent Registered 
Public Accounting Firm
PricewaterhouseCoopers LLP

Transfer Agent
Computershare Trust Company, 
N.A.
P.O. Box 505000
Louisville, KY 40233-5000

Stockholder Inquiries 
(781) 575.2879
www.Computershare.com

Common Stock Market Data
NYSE: CIEN

Investor Relations
For additional information, 
contact:
Investor Relations
Ciena Corporation
7035 Ridge Road
Hanover, MD 21076
Telephone: (877) 243.6273
Additional informational is 
available on Ciena’s website at 
investor.ciena.com

Executive Officers

Patrick H, Nettles, Ph.D
Executive Chairperson of the 
Board of Directors

Gary B. Smith
President, Chief Executive Officer 
and Director

James E. Moylan, Jr.
Senior Vice President,
Chief Financial Officer

Stephen B. Alexander
Senior Vice President,
Chief Technology Officer

Rick L. Hamilton
Senior Vice President,
Global Software and Services

Scott A. McFeely
Senior Vice President,
Global Products and Services

Andrew C. Petrik
Vice President and Controller

Jason M. Phipps
Senior Vice President,
Global Sales and Marketing 

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

Outside Board Members

Bruce L. Claflin
Former Chairperson
AMD Corporation

Lawton W. Fitt
Chairperson
The Progressive Corporation

Patrick T. Gallagher
Chairperson
Harmonic, Inc.

Judith M. O’Brien
Former Partner
King & Spalding LLP

T. Michael Nevens
Senior Adviser
Permira Advisors, LLC

Joanne B. Olsen
Former Executive Vice President 
Oracle Global Cloud Services and 
Support

Devinder Kumar
Senior Vice President,
Chief Financial Officer,
Treasurer
AMD Corporation
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Notes to Investors The Annual Report contains certain forward-looking statements regarding future events or results that involve risks and 
uncertainties. These statements are based on current expectations, forecasts, assumptions and other information available to Ciena as of the 
dates hereof. Forward-looking statements include Ciena’s long-term financial targets, prospective financial results, return of capital plans, business 
strategies, expectations about its addressable markets and market share, and business outlook for future periods, as well as statements regarding 
Ciena’s expectations, beliefs, intentions or strategies regarding the future. Often, these can be identified by forward-looking words such as “target”, 
“anticipate”, “believe”, “could“, “estimate”, “expect”, “intend”, “may”, “should”, “will”, and “would”, or similar words.  
 
Ciena’s actual results, performance or events may differ materially from these forward-looking statements made or implied due to a number of risks, 
and uncertainties relating to Ciena’s business, including the effect of broader economic and market conditions on our customers and their business; 
changes in network spending or network strategy by large network operators; seasonality and the timing and size of customer orders, including 
our ability to recognize revenue relating to such sales; the level of competitive pressure we encounter; the product, customer and geographic mix 
of sales within the period; supply chain disruptions and the success relating to efforts to optimize our operations; changes in foreign currency 
exchange rates affecting revenue and operating expense; and other risk factors disclosed in Ciena’s Annual Report and Form 10-K combined herein. 
All information, statements, and projections in the Annual Report speak only as the date of the Annual Report. Ciena assumes no obligation to revise 
or updates any forward-looking information included in this Annual Report, whether as a result of new information, future events, or otherwise. 
 
This document includes certain adjusted or non-GAAP measures of Ciena’s results of operations. These measures are not intended to be a 
substitute for financial information presented in accordance with GAAP. A detailed reconciliation of these non-GAAP measures to our GAAP results 
are included in the press release for the event period available on Ciena.com



7035 Ridge Road  
Hanover, MD 21076  
(800) 921.1144 or 
(410) 694.5700  
 
www.Ciena.com




