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Infinera Corporation

140 Caspian Court
Sunnyvale, California 94089

NOTICE OF 2015 ANNUAL MEETING OF STOCKHOLDERS

To Be Held on May 7, 2015

10:00 a.m. Pacific Time

Dear Stockholder:

You are cordially invited to attend the 2015 Annual Meeting of Stockholders (the “Annual Meeting”) of Infinera
Corporation, a Delaware corporation. Notice is hereby given that the meeting will be held on Thursday, May 7,
2015, at 140 Caspian Court, Sunnyvale, California 94089 at 10:00 a.m. Pacific Time, for the following purposes:

1. To elect to the Board of Directors (the “Board”) the three nominees for Class II directors named in the
Proxy Statement;

2. To ratify the appointment of Ernst & Young LLP as Infinera’s independent registered public accounting
firm for the fiscal year ending December 26, 2015;

3. To approve, on an advisory basis, the compensation of Infinera’s named executive officers, as described
in the Proxy Statement; and

4. To transact such other business as may properly come before the meeting or any postponement or
adjournment thereof.

These items of business are more fully described in the Proxy Statement accompanying this Notice.

The record date for the Annual Meeting is March 18, 2015. Only stockholders of record at the close of
business on that date may vote at the Annual Meeting or any postponement or adjournment thereof. A list of our
stockholders will be maintained and open for examination by any of our stockholders, for any purpose germane to
the Annual Meeting, during regular business hours at the address listed above for ten days prior to the meeting.

We are pleased to inform you that Infinera will again be utilizing the U.S. Securities and Exchange
Commission rules that allow issuers to furnish proxy materials to their stockholders via the Internet. We believe
that these rules allow us to provide our stockholders with the information they need more quickly and conveniently,
while lowering the cost of delivery and reducing the environmental impact of the Annual Meeting.

As a stockholder of Infinera, your vote is important. Whether or not you expect to attend the Annual

Meeting in person, it is important that you vote as soon as possible so that your shares are represented.

To vote your shares, please follow the instructions in the Notice of Internet Availability of Proxy Materials,

which is being mailed to you on or about March 26, 2015.

On behalf of the Board, thank you for your participation in this important annual process.

By Order of the Board,
/S/ JAMES L. LAUFMAN

James L. Laufman
Senior Vice President, General Counsel and

Corporate Secretary

Sunnyvale, California
March 26, 2015
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INFINERA CORPORATION

PROXY STATEMENT SUMMARY

This summary highlights selected information contained elsewhere in this Proxy Statement. The summary
does not contain all of the information that you should consider, and you should read and consider carefully the
complete Proxy Statement before voting.

2015 Annual Meeting of Stockholders

Time and Date: 10:00 a.m. Pacific Time, on Thursday, May 7, 2015
Place: Infinera Corporation, 140 Caspian Court, Sunnyvale, California 94089
Record Date: March 18, 2015
Voting: Stockholders as of the record date are entitled to vote. Each share of common stock is entitled to

one vote for each director nominee and one vote for each of the other proposals to be voted on.

Meeting Agenda and Voting Matters

Agenda Items
Board Vote

Recommendation
Page Reference
(for more detail)

1. To elect to the Board of Directors the three nominees for Class II
directors named in the Proxy Statement.

FOR EACH
DIRECTOR NOMINEE

7

2. To ratify the appointment of Ernst & Young LLP as Infinera’s
independent registered public accounting firm for the fiscal year
ending December 26, 2015.

FOR 20

3. To approve, on an advisory basis, the compensation of Infinera’s
named executive officers, as described in the Proxy Statement.

FOR 53

4. To transact such other business that may properly come before
the meeting or any postponement or adjournment thereof.

Board Nominees

Name Age Director Since Independent(1)

Committee Memberships

AC CC NGC TAC

James A. Dolce, Jr. . . . . . . . . . . . . . . . . . . . . . . . . . 52 2014 X — — — M
Paul J. Milbury . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 66 2010 X C M — —
David F. Welch, Ph.D. . . . . . . . . . . . . . . . . . . . . . . . 54 2010 — — — — M

AC = Audit Committee; CC = Compensation Committee; NGC = Nominating and Governance Committee
TAC = Technology and Acquisition Committee; C = Chairman; M = Member
(1) Under the rules and regulations of the Securities and Exchange Commission and the listing standards of The NASDAQ

Stock Market (“NASDAQ”).

Board and Governance Highlights

Board Independence. 6 out of 8 of our directors are independent.

Board Composition. The size of our Board of Directors is currently fixed at eight and is divided into three
classes. The board annually assesses its performance through a board self-evaluation.

Board Committees. We have four committees of the Board of Directors—Audit, Compensation, Nominating
and Governance, and Technology and Acquisition. With the exception of the Technology and Acquisition
Committee (our President serves on this committee) all other committees are composed entirely of
independent directors.
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Leadership Structure. We have separated the positions of Chairman and Chief Executive Officer (“CEO”).

Director Stock Ownership. Each non-employee director is required to own shares of Infinera common stock
having a value of at least four times the annual cash retainer.

Risk Oversight. Members of our senior management team are responsible for implementation of our day-to-
day risk management processes, while the Board of Directors, as a whole and through its committees, has
responsibility for the oversight of overall risk management

Business Highlights

Our financial results for fiscal 2014 reflect a year of winning footprint, building strong relationships with our
customers, and increasing profitability. We continued to gain strong market acceptance of our Intelligent Transport
Network and the Infinera DTN-X platform. Highlights included:

• Revenue was $668.1 million in fiscal 2014, a 23% increase compared to fiscal 2013, marking the second
consecutive year where we have grown significantly faster than the overall dense wavelength division
multiplexing market.

• Non-GAAP gross margin(1) was 44.0% in fiscal 2014 as compared to 41.6% in fiscal 2013 and 37.9% in
fiscal 2012, demonstrating the leverage we have achieved from our vertical integration and the value
proposition of our Intelligent Transport Network.

• Non-GAAP operating income(2) was $55.7 million in fiscal 2014 as compared to a non-GAAP operating
income of $7.8 million in fiscal 2013 and a non-GAAP operating loss of $41.2 million in fiscal 2012.

(1) As used in this Proxy Statement, GAAP refers to U.S. generally accepted accounting principles. For a reconciliation of
GAAP to Non-GAAP Gross Profit and Gross Margin for fiscal years 2014, 2013 and 2012, please see Appendix A to this
Proxy Statement.

(2) For a reconciliation of GAAP to Non-GAAP Operating Income (Loss) for fiscal years 2014, 2013 and 2012, please see
Appendix A to this Proxy Statement.

Executive Compensation Program Highlights

Our executive compensation program is designed to balance near-term results with long-term success and
continue to encourage our executive officers (including our named executive officers (“NEOs”) for fiscal 2014) to
build value through innovation and execution. To fulfill this mission, we have a pay-for-performance philosophy
that forms the foundation for all decisions regarding executive compensation made by our management team and
our Compensation Committee. As explained in more detail in the Compensation Discussion and Analysis section
of this Proxy Statement, our executive compensation program for fiscal 2014 reflects our pay-for-performance
compensation philosophy and the continued strong alignment of the interests of our executive officers with those
of our stockholders. Highlights of our executive compensation program for fiscal 2014 included:

• The majority of our CEO’s fiscal 2014 target total direct compensation was in equity.

• 66% of our CEO’s target total direct compensation was in equity, which links our CEO’s
compensation directly to the value of our common stock. In fiscal 2014, our CEO received a
performance-based restricted stock unit (“PSU”) award for 160,330 shares of our common stock and
a restricted stock unit (“RSU”) award for 106,880 shares of our common stock. Target total direct
compensation consists of base salary, target cash incentive opportunity and target equity incentive
compensation.

• The majority of our CEO’s fiscal 2014 target total direct compensation and target equity

compensation were at risk.

• 56% of our CEO’s target total direct compensation was completely at risk based on our
performance against measurable performance objectives set forth under the fiscal 2014 bonus plan
(the “2014 Bonus Plan”) and PSU awards.
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• 56% of our CEO’s target equity compensation was in PSU awards. The PSU awards are 100%
subject to risk of forfeiture based on our relative total stockholder return (“TSR”) performance over
three performance periods against the Standard & Poor’s North American Technology Multimedia
Networking Index (“S&P Networking Index”).

Base Salary
15%

Target Bonus
19%

FY14 Mix of Pay: CEO

Time-Based RSUs
29%

Perf.-Based RSUs
37%

Target Bonus
24%

Perf.-Based RSUs
18%

FY14 Mix of Pay: Other NEO Average(1)

Base Salary
27%

Time-Based RSUs
31%

(1) The average fiscal 2014 mix of pay for our NEOs other than our CEO excludes compensation for Messrs. Feller and
Laufman, who were both hired during the fiscal year.

• Our fiscal 2014 PSU awards included rigorous performance requirements. To support our pay-for-
performance philosophy and further emphasize the importance of creating long-term stockholder value,
our fiscal 2014 PSU awards contain several features we consider to be best practices:

• Sustained performance requirement. To earn the maximum number of shares under the PSU
awards, which is 150% of target shares, our TSR must exceed that of the S&P Networking Index by
25 points or more as calculated on each of the three separate measurement points (coinciding with
the end of our fiscal 2014, 2015 and 2016).

• Steeper downside slope. PSU awards are reduced one and one-half times faster if our TSR
underperforms the S&P Networking Index (3-to-1 downside) than they are increased if our TSR
outperforms the S&P Networking Index (2-to-1 upside). For example, if we underperform the S&P
Networking Index by 10 points of TSR, 70% of the target PSU awards would be earned. If we
outperform the S&P Networking Index by 10 points of TSR, 120% of the target PSU awards would be
earned.

• Additional award cap. Regardless of our performance versus the S&P Networking Index, PSU
awards are capped at 50% of target for any period in which our TSR is negative. Therefore, even if
we significantly outperform the S&P Networking Index in challenging market conditions, our PSU
awards provide only modest rewards unless incremental stockholder value is created.

• Our fiscal 2014 payouts reflect our pay-for performance philosophy. Our fiscal 2014 payouts reflect
our strong performance. As indicated above, our executive compensation program strives to align the
compensation outcomes for our NEOs with performance against measurable objectives. Our fiscal 2014
revenue and non-GAAP operating income results demonstrated significant growth over fiscal 2013 and
exceeded the maximum levels established under our fiscal 2014 Bonus Plan, resulting in the maximum
funding for the financial component at 150%. As of the end of fiscal 2014, we had two outstanding PSU
performance cycles that measure our TSR against that of an independently constituted market index. We
continued to outperform both the S&P Networking Index and the NASDAQ Telecommunications Index
(“Telecomm Index”) for our fiscal 2014 PSU awards and fiscal 2013 PSU awards, respectively, which
resulted in maximum payouts (150% of target) for the performance cycles that concluded at the end of
our fiscal 2014. The outstanding PSU award granted in fiscal 2012 failed to meet the non-GAAP
operating profit target of $60 million for fiscal 2014 and the remaining shares under this award were
cancelled.
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• We continue to maintain sound corporate governance policies and practices. We seek to maintain
sound corporate governance standards. During fiscal 2014, the following policies and practices continued
to be in effect and in addition we added a policy to address pledging of our common stock by NEOs:

• Executive Clawback Policy
• Anti-Hedging Policy
• No Pledging of our Common Stock by

NEOs
• Fully Independent Compensation

Committee
• Stock Ownership Policy
• No Guaranteed Bonuses

• No Tax Gross-Ups
• “Double-Trigger” Change-of-Control Agreements
• Annual Compensation Risk Assessment
• No Executive Perquisites
• Independent Compensation Consultant Reporting

Directly to Compensation Committee

v
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PROXY STATEMENT

2015 ANNUAL MEETING OF STOCKHOLDERS

QUESTIONS AND ANSWERS ABOUT THE PROXY MATERIALS

AND VOTING PROCEDURAL MATTERS

Annual Meeting

Q: Why am I being provided access to these proxy materials?

A: The Board of Directors (the “Board”) of Infinera Corporation (referred to herein as “Infinera,” “we,” “us” or
“our”) is providing you access to these proxy materials in connection with the solicitation of proxies by the
Board for use at the 2015 Annual Meeting of Stockholders (the “Annual Meeting”) to be held on Thursday,
May 7, 2015 at 10:00 a.m. Pacific Time, and at any adjournment or postponement thereof, for the purpose of
considering and acting upon the matters described herein. These materials were first sent or given to
stockholders on or about March 26, 2015.

Q: What is the Notice of Internet Availability of Proxy Materials?

A: In accordance with rules and regulations adopted by the U.S. Securities and Exchange Commission (the
“SEC”), instead of mailing a printed copy of our proxy materials to all stockholders entitled to vote at the Annual
Meeting, Infinera is furnishing the proxy materials to its stockholders via the Internet. If you received a Notice of
Internet Availability of Proxy Materials (the “Notice”) by mail, you will not receive a printed copy of the proxy
materials. Instead, the Notice will instruct you as to how you may access and review the proxy materials and
submit your vote via the Internet. If you received a Notice by mail and would like to receive a printed copy of the
proxy materials, please follow the instructions for requesting such materials included in the Notice.

Choosing to receive your future proxy materials by email will save us the cost of printing and mailing the
documents to you and will reduce the impact of the Annual Meeting on the environment. If you choose to
receive future proxy materials by email, you will receive an email next year with instructions containing a link
to those materials and a link to the proxy voting site. Your election to receive proxy materials by email will
remain in effect until you terminate it.

On the date of mailing of the Notice, all stockholders of record and beneficial owners will have the ability to
access all of our proxy materials on a website referred to in the Notice. These proxy materials will be available
free of charge.

Q: Where is the Annual Meeting?

A: The Annual Meeting will be held at our principal executive offices, located at 140 Caspian Court, Sunnyvale,
California 94089.

Q: Can I attend the Annual Meeting?

A: You are invited to attend the Annual Meeting if you were a stockholder of record or a beneficial owner as of
the close of business on March 18, 2015 (the “Record Date”). If you are a stockholder of record, please bring
a form of personal identification to be admitted to the meeting. If your shares are held in the name of your
broker, trustee or other nominee and you plan to attend the meeting, you must present proof of your beneficial
ownership of those shares as of the Record Date, such as a bank or brokerage account statement or letter,
together with a form of personal identification, to be admitted to the meeting. The Annual Meeting will begin
promptly at 10:00 a.m. Pacific Time.

Q: What proposals will be voted on at the Annual Meeting?

A: At the Annual Meeting, stockholders will be asked to vote on:

• The election of three Class II directors to serve until the 2018 Annual Meeting of Stockholders or until
their successors have been duly elected and qualified;

• The ratification of the appointment of Ernst & Young LLP as Infinera’s independent registered public
accounting firm for the fiscal year ending December 26, 2015; and
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• The approval, on an advisory basis, of the compensation of Infinera’s named executive officers, as
described in this Proxy Statement.

We are not currently aware of any other business to be acted upon at the Annual Meeting. If any other matters
are properly submitted for consideration at the Annual Meeting, including any proposal to adjourn the Annual
Meeting, the persons named as proxies will vote the shares represented thereby at their discretion.
Adjournments of the Annual Meeting may be made for the purpose of, among other things, soliciting additional
proxies. Any adjournment may be made from time to time by approval of the holders of common stock
representing a majority of the votes present in person or by proxy at the Annual Meeting, whether or not a
quorum exists, without further notice other than by an announcement at the Annual Meeting.

Q: What is the voting requirement to approve each of the proposals and how does the Board recommend

that I vote?

A: Proposal 1—Directors are elected by a plurality vote, which means that the three directors who receive the
most “FOR” votes cast by the shares present in person, or represented by proxy, and entitled to vote at the
Annual Meeting will be elected. “WITHHOLD” votes will not affect the outcome of the election. Stockholders
may not cumulate votes in the election of directors. Broker non-votes are not deemed to be votes cast and,
therefore, are not included in the tabulation of the voting results on this proposal and will not affect the
outcome of the vote. The Board unanimously recommends that you vote your shares “FOR” the

nominees listed in Proposal 1.

Proposal 2—Ratification of the appointment of Ernst & Young LLP as Infinera’s independent registered public
accounting firm for the fiscal year ending December 26, 2015, requires the affirmative vote of a majority of the
total votes cast by holders of shares present in person, or represented by proxy, and entitled to vote on this
proposal at the Annual Meeting. You may vote “FOR,” “AGAINST” or “ABSTAIN” on this proposal. Abstentions
are deemed to be votes cast and have the same effect as a vote “AGAINST” this proposal. Broker non-votes
are not deemed to be votes cast and, therefore, are not included in the tabulation of the voting results on this
proposal and will not affect the outcome of the vote. The Board unanimously recommends that you vote

your shares “FOR” Proposal 2.

Proposal 3—Approval, on an advisory basis, of the compensation of Infinera’s named executive officers
requires the affirmative vote of a majority of the total votes cast by holders of shares present in person, or
represented by proxy, and entitled to vote on this proposal at the Annual Meeting. You may vote “FOR,”
“AGAINST” or “ABSTAIN” on this proposal. Abstentions are deemed to be votes cast and have the same
effect as a vote “AGAINST” this proposal. Broker non-votes are not deemed to be votes cast and, therefore,
are not included in the tabulation of the voting results on this proposal and will not affect the outcome of the
vote. The Board unanimously recommends that you vote your shares “FOR” Proposal 3.

Stock Ownership

Q: What is the difference between holding shares as a stockholder of record and as a beneficial owner?

A: Stockholders of Record—If your shares are registered directly in your name with our transfer agent,
Computershare Shareowner Services LLC, you are considered the “stockholder of record” with respect to
those shares, and, with the exception of certain stockholders who have been solicited by mail, the Notice has
been sent directly to you.

Beneficial Owners—Many stockholders hold their shares through a broker, trustee or other nominee, rather
than directly in their own name. If your shares are held in a brokerage account or by a bank or other nominee,
you are considered the “beneficial owner” of shares held in “street name.” The Notice has been forwarded to
you by your broker, trustee or other nominee who is considered, with respect to those shares, the stockholder
of record. As the beneficial owner, you have the right to direct your broker, trustee or other nominee on how to
vote your shares. For directions on how to vote shares beneficially held in street name, refer to the voting
instruction card provided by your broker, trustee or other nominee. Because a beneficial owner is not the
stockholder of record, you may not vote these shares in person at the Annual Meeting unless you obtain a
legal proxy issued in your name from the broker, trustee or other nominee that holds your shares, giving you
the right to vote the shares at the Annual Meeting.
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Quorum and Voting

Q: Who is entitled to vote at the Annual Meeting?

A: Stockholders of record of our common stock at the close of business on the Record Date are entitled to
receive notice of and to vote their shares at the Annual Meeting. Such stockholders are entitled to cast one
vote for each share of common stock held as of the Record Date. As of the close of business on the Record
Date, there were 129,018,886 shares of common stock outstanding and entitled to vote at the Annual
Meeting. Shares held as of the Record Date include shares that are held directly in your name as the
stockholder of record and those shares held for you as a beneficial owner through a broker, bank or other
nominee

Q: How many shares must be present or represented to conduct business at the Annual Meeting?

A: The presence of the holders of a majority of the shares of our common stock entitled to vote at the Annual
Meeting is necessary to constitute a quorum at the Annual Meeting. Such stockholders are counted as
present at the meeting if they (1) are present in person at the Annual Meeting or (2) have properly submitted a
proxy.

Under the General Corporation Law of the State of Delaware, as amended, abstentions and broker non-votes
are counted as present and entitled to vote and are included for purposes of determining whether a quorum is
present at the Annual Meeting.

Q: What is a broker non-vote and how are they counted at the Annual Meeting?

A: A broker non-vote occurs when the broker holding shares for a beneficial owner does not vote on a particular
proposal because the broker does not exercise available discretionary voting power with respect to that
proposal or, in the absence of discretionary voting power, has not received instructions from the beneficial
owner on how to vote the shares. Broker non-votes will be counted towards the presence of a quorum, but will
not be counted towards the vote total for any proposal.

Q: Which proposals are considered “routine” or “non-routine?”

A: The election of directors (Proposal 1) and the non-binding advisory vote on Infinera’s named executive officer
compensation (Proposal 3) are “non-routine” matters for which discretionary voting power does not exist
under applicable rules. A broker, trustee or other nominee cannot vote without instructions on non-routine
matters, and therefore, broker non-votes may exist in connection with Proposals 1 and 3. Thus, if you hold
your shares in street name and you do not instruct your broker, bank or other nominee how to vote with
respect to Proposals 1 and 3, no votes will be cast on your behalf.

The ratification of Ernst & Young LLP as our independent registered public accounting firm (Proposal 2) is
considered a “routine” matter for which discretionary voting power exists under applicable rules. A broker,
trustee or other nominee may generally vote on routine matters, and therefore no broker non-votes are
expected to exist in connection with Proposal 2.

Q: How can I vote my shares in person at the Annual Meeting?

A: Stockholders of Record—Shares held in your name as the stockholder of record may be voted in person at
the Annual Meeting, even if previously voted by another method. To vote in person, please bring a form of
personal identification to be admitted to the meeting.

Beneficial Owners—Shares held beneficially in street name may be voted in person at the Annual Meeting
only if you obtain a legal proxy issued in your name from the broker, trustee or other nominee that holds your
shares, giving you the right to vote the shares at the Annual Meeting. Otherwise you will not be permitted to
vote at the meeting.

Even if you plan to attend the Annual Meeting, we recommend that you submit your vote as described

in the Notice and below, so that your vote will be counted if you later decide not to attend the Annual

Meeting.
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Q: How can I vote my shares without attending the Annual Meeting?

A: Whether you hold shares directly as the stockholder of record or beneficially in street name, you may direct
how your shares are voted without attending the Annual Meeting. If you are a stockholder of record, you may
vote by submitting a proxy (please refer to the voting instructions in the Notice or below). If you hold shares
beneficially in street name, you may vote by submitting voting instructions to your broker, trustee or other
nominee (please refer to the voting instructions provided to you by your broker, trustee or other nominee).

Internet—Stockholders of record with Internet access may submit proxies by following the instructions on the
Notice. Most of our stockholders who hold shares beneficially in street name may vote by accessing the
website specified in the voting instructions provided by their brokers, trustees or other nominees.

Telephone—Depending on how your shares are held, you may be able to vote by telephone. If this option is
available to you, you will receive information explaining this procedure.

Mail—If you have not already received one, you may request a proxy card from Infinera, and indicate your
vote by completing, signing and dating the card where indicated and returning it in the prepaid envelope that
will be included with the proxy card.

Q: How will my shares be voted if I submit a proxy via the Internet, by telephone or by mail and do not

make specific choices?

A: If you are a stockholder of record or have obtained a proxy voting form from your broker, trustee or other
nominee that holds your shares giving you the right to vote the shares, and you submit a proxy via the
Internet, by telephone or by mail and do not make voting selections, the shares represented by that proxy will
be voted “FOR” the nominees listed in Proposal 1 and “FOR” Proposals 2 and 3. If you are a beneficial owner
of shares and your broker, trustee or other nominee does not receive instructions from you about how your
shares are to be voted, the shares represented by that proxy will not be voted with respect to Proposals 1 and
3 and will be counted as broker non-votes, and will be voted with respect to Proposal 2 at the discretion of
your broker, trustee or other nominee.

Q: Can I change or revoke my vote?

A: Subject to any rules your broker, trustee or other nominee may have, you may change your proxy instructions
at any time before your proxy is voted at the Annual Meeting.

Stockholders of Record—If you are a stockholder of record, you may change your vote by (1) filing with our
Corporate Secretary, prior to your shares being voted at the Annual Meeting, a written notice of revocation or
a duly executed proxy card, in either case dated later than the prior proxy relating to the same shares or
(2) attending the Annual Meeting and voting in person (although attendance at the Annual Meeting will not, by
itself, revoke a proxy). Any written notice of revocation or subsequent proxy card must be received by our
Corporate Secretary prior to the taking of the vote at the Annual Meeting. Such written notice of revocation or
subsequent proxy card should be hand delivered to our Corporate Secretary or should be sent to our principal
executive offices, Attn: Corporate Secretary. A stockholder of record who has voted via the Internet or by
telephone may also change his or her vote by making a timely and valid Internet or telephone vote at a later
time but prior to 11:59 p.m. Eastern Time, on the day prior to the Annual Meeting.

Beneficial Owners—If you are a beneficial owner of shares held in street name, you may change your vote by
(1) submitting new voting instructions by any of the applicable voting methods allowed to your broker, trustee
or other nominee or (2) attending the Annual Meeting and voting in person if you have obtained a proxy voting
form from the broker, trustee or other nominee that holds your shares giving you the right to vote the shares.

Q: Who will bear the cost of soliciting votes for the Annual Meeting?

A: We will bear all expenses of soliciting proxies for the Annual Meeting. We may reimburse brokerage firms,
custodians, nominees, fiduciaries and other persons representing beneficial owners of common stock for their
reasonable expenses in forwarding solicitation materials to such beneficial owners. Directors, officers and
employees of Infinera may also solicit proxies in person or by other means of communication. Such directors,
officers and employees will not be additionally compensated, but may be reimbursed for reasonable out-of-
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pocket expenses in connection with such solicitation. We have engaged the services of Morrow & Co., LLC,
470 West Avenue, Stamford, Connecticut 06902, as our proxy solicitor to aid in the solicitation of proxies from
certain brokers, bank nominees and other institutional owners. Morrow’s fees for this service are estimated to
be $9,500 plus expenses.

Q: Where can I find the voting results of the Annual Meeting?

A: We intend to announce preliminary voting results at the Annual Meeting and will publish final results on a
Current Report on Form 8-K filed with the SEC.

Q: Are votes confidential? Who counts the votes?

A: We will continue to hold the votes of all stockholders in confidence from directors, officers and employees
except:

• as necessary to meet applicable legal requirements and to assert or defend claims for or against the
Company;

• in the case of a contested proxy solicitation;

• if a stockholder makes a written comment on the proxy card or otherwise communicates his or her vote to
management; or

• to allow the independent inspectors of election to certify the results of the vote.

We also will continue to retain an independent tabulator to receive and tabulate the proxies and independent
inspector of election to certify the results.

Additional Information

Q: What should I do if I receive more than one Notice or set of proxy materials?

A: If you receive more than one Notice or set of proxy materials, your shares are likely registered in more than
one name or brokerage account. Please follow the voting instructions on each Notice or voting instruction card
that you receive to ensure that all of your shares are voted.

Q: Can I access Infinera’s proxy materials and Annual Report on Form 10-K via the Internet?

A: Our proxy materials will be available on its website at www.infinera.com/annual_meeting, and all stockholders
of record and beneficial owners will have the ability to vote free of charge online with their control number
referred to in the Notice at www.proxyvote.com. Our Annual Report on Form 10-K for the fiscal year ended
December 27, 2014 (the “2014 Annual Report”) is also available on the Internet as indicated in the Notice. In
addition, you can access this Proxy Statement and the 2014 Annual Report by going to Infinera’s website at
www.infinera.com/annual_meeting. The 2014 Annual Report is not incorporated into this Proxy Statement and
is not considered proxy soliciting material.

Q: What information from this proxy statement is incorporated by reference into certain Company SEC

filings?

A: We have made previous filings under the Securities Act of 1933, as amended, and the Securities Exchange
Act of 1934, as amended (the “Exchange Act”) that incorporate future filings, including this proxy statement, in
whole or in part. However, the Compensation Committee Report and the Report of the Audit Committee shall
not be incorporated by reference into any such filings.

Q: How can I view or request copies of the Company’s corporate documents and SEC filings?

A: Our website contains our Amended and Restated By-Laws, Corporate Governance Guidelines, Board
committee charters, Code of Business Conduct and Ethics and our SEC filings. To view these documents, go
to www.infinera.com, click on “Company” then click on “Investor Relations” and then click on “Corporate
Governance.” To view our SEC filings and Forms 3, 4 and 5 filed by our directors and executive officers, go to
www.infinera.com, click on “Company” then click on “Investor Relations” and then click on “SEC Filings.”
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We will promptly deliver free of charge, upon request, a copy of the Corporate Governance Guidelines, Board
committee charters or Code of Business Conduct and Ethics to any stockholder requesting a copy. Requests
should be directed to Infinera Corporation, c/o Corporate Secretary, 140 Caspian Court, Sunnyvale, California
94089.

We will promptly deliver free of charge, upon request, a copy of the 2014 Annual Report and this Proxy
Statement to any stockholder requesting a copy. Requests should be directed to Infinera Corporation, c/o
Corporate Secretary, 140 Caspian Court, Sunnyvale, California 94089.
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PROPOSAL 1—ELECTION OF DIRECTORS

General

The Board currently consists of eight directors and is divided into three classes. Each class of the Board
serves a staggered three-year term. Our Class II directors, whose terms expire at the Annual Meeting, are James
A. Dolce, Jr., Paul J. Milbury and David F. Welch, Ph.D.

There are three nominees for election to Class II of the Board this year, Messrs. Dolce and Milbury and
Dr. Welch. The nomination of these directors to stand for election at the Annual Meeting has been recommended
by the Nominating and Governance Committee and has been approved by the Board. Each of the nominees for
our Class II directors, if elected, will serve for a three-year term expiring at the 2018 Annual Meeting of
Stockholders, or until his successor is duly elected and qualified, or until his earlier death, resignation or removal
from the Board.

Director Qualifications

The Nominating and Governance Committee reviews candidates for service on the Board and recommends
nominees for election to fill vacancies on the Board, including nomination for re-election of directors whose terms
are due to expire. In discharging its responsibilities to nominate candidates for election to the Board, the
Nominating and Governance Committee endeavors to identify, recruit and nominate candidates characterized by
wisdom, maturity, sound judgment, excellent business skills and high integrity. The Nominating and Governance
Committee generally recommends that any new director be appointed to the class of directors that is up for re-
election at the next annual meeting of stockholders, while maintaining the quality of distribution of the three
classes of directors that comprise the Board. The Nominating and Governance Committee seeks to assure that
the Board is composed of individuals of diverse backgrounds who have a variety of complementary experience,
training and relationships relevant to our business. This diversity of background and experience includes ensuring
that the Board includes individuals with experience or skills sufficient to meet the requirements of the various rules
and regulations of NASDAQ and the SEC, such as the requirements to have a majority of independent directors
and an Audit Committee Financial Expert. In nominating candidates to fill vacancies created by the expiration of
the term of a director, the Nominating and Governance Committee determines whether the incumbent director is
willing to stand for re-election. The Nominating and Governance Committee evaluates each director’s performance
to determine suitability for re-election, taking into consideration, among other things, each director’s willingness to
fully participate and contribute to the Board and its committees, ability to work constructively with the rest of the
members of the Board, personal and professional integrity and familiarity with our business, operations and
markets.

Each of the nominees to fill positions as Class II directors has consented to serve if elected. However, if any
of the persons nominated by the Board subsequently declines to accept election, or is otherwise unavailable for
election prior to the Annual Meeting, proxies solicited by the Board will be voted by the proxy holders for the
election of any other person or persons as the Board may recommend, at its option, or may decide to further
reduce the number of directors that constitute the entire Board.

Information Regarding Nominees and Continuing Directors

Set forth below is information regarding each person nominated for election as a Class II director at the
Annual Meeting, as well as for each director continuing service on the Board, including their ages as of March 26,
2015, the periods during which they have served as a director, certain information as to their principal occupations,
directorships they hold in corporations whose shares are publicly registered and qualifications for serving as a
member of the Board, including the skills, qualities, attributes and experiences that led the Board to determine it is
appropriate to nominate these directors.
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Nominees for Election as Class II Directors whose terms expire at the 2015 Annual Meeting of

Stockholders. If re-elected the Class II Directors terms would expire at the 2018 Annual Meeting of

Stockholders.

James A. Dolce, Jr.

Director since 2014
Age 52

James A. Dolce, Jr. has been a member of the Board since May 2014.
Since March 2014, Mr. Dolce has served as the CEO and a director of
Lookout, Inc., a mobile security company. Mr. Dolce has been the founder
of four successful technology companies and has held senior executive
positions at both Juniper Networks, Inc. and Akamai Technologies, Inc.
Prior to joining Lookout, Mr. Dolce was the Vice President of Carrier
Market Development at Akamai and prior to that, he was the founder and
CEO of Verivue, Inc., which was acquired by Akamai. Prior to Verivue, Mr.
Dolce served as Executive Vice President of Worldwide Field Operations
for Juniper from July 2002 to April 2006, where he led Juniper’s global
sales, marketing and customer service efforts. During Mr. Dolce’s tenure,
Juniper grew from annual revenue of $547 million to $2.3 billion. Mr. Dolce
joined Juniper through its acquisition of Unisphere Networks, Inc., where
he served as CEO from April 1999 to July 2002. During this period, Mr.
Dolce guided Unisphere’s rapid growth from initial product launch to over
$200 million annual revenue. Mr. Dolce currently serves on the board of
directors of Juniper Networks.

The Board believes that Mr. Dolce’s extensive executive management
experience in the telecommunications industry enables him to provide
significant experience to the Board. Mr. Dolce has also served as the CEO
of two private companies. The Board also benefits from Mr. Dolce’s
service as a member of our Technology and Acquisition Committee.

Paul J. Milbury

Director since 2010
Age 66

Paul J. Milbury has been a member of the Board since July 2010. Mr.
Milbury served as Vice President of Operations and Chief Financial Officer
(“CFO”) of Starent Networks, Corp., a provider of mobile network
solutions, from January 2007 until its acquisition by Cisco Systems, Inc., a
networking and telecommunications company, in December 2009. From
December 2009 to July 2010, Mr. Milbury played a key role in integrating
Starent Networks into Cisco Systems to create the Mobile Internet
Technology Group. From December 2000 to March 2007, Mr. Milbury
served as Vice President and CFO of Avid Technology, Inc., a digital
media creation, management and distribution solutions company. Mr.
Milbury currently serves on the board of directors of Gigamon, Inc.

As Chairman of our Audit Committee and as an Audit Committee Financial
Expert, Mr. Milbury provides the Board with a strong understanding and
high level of experience in the areas of finance, accounting and
operations. The Board also benefits from Mr. Milbury’s service as a
member of our Compensation Committee, his executive management
experience at Starent Networks, Cisco Systems and Avid Technology,
and his experience as a director at various public and private companies.
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David F. Welch, Ph.D.

Director since 2010
Age 54

David F. Welch, Ph.D. co-founded Infinera and has served as our
President since June 2013 and as a member of the Board since October
2010. Dr. Welch has served as our Executive Vice President, Chief
Strategy Officer from January 2004 to June 2013, as our Chief
Development Officer/Chief Technology Officer from May 2001 to January
2005, as our Chief Marketing Officer from January 2005 to January 2009,
and as a member of our board of directors from May 2001 to November
2006. Prior to joining Infinera, Dr. Welch served in various executive roles,
including as Chief Technology Officer of the Transmission Products Group
of JDS Uniphase Corporation, an optical component company, and Chief
Technology Officer and Vice President of Corporate Development of SDL
Inc., an optical component company. Dr. Welch holds over 130 patents,
and has been awarded the Optical Society of America’s (“OSA”) Adolph
Lomb Medal, Joseph Fraunhofer Award, the John Tyndall Award and the
IET JJ Thompson Medal for Achievement in Electronics, in recognition of
his technical contributions to the optical industry. He is a Fellow of OSA
and the Institute of Electrical and Electronics Engineers.

As co-founder and President of Infinera, Dr. Welch has strong institutional
knowledge of Infinera, coupled with a deep technical understanding of the
optical networking industry. The Board believes that Dr. Welch’s
leadership skills, industry experience and comprehensive technical
knowledge provide the Board with an important perspective into our
product development, marketing and selling strategies. The Board also
benefits from Dr. Welch’s service on our Technology and Acquisition
Committee.

Incumbent Class III Directors whose terms expire at the 2016 Annual Meeting of Stockholders.

Marcel Gani

Director since 2014
Age 62

Marcel Gani has been a member of the Board since June 2014. Mr. Gani
has been an independent consultant since 2009. His previous experience
includes Lecturer in Accounting and Finance at the Leavey School of
Business at Santa Clara University, and multiple roles at Juniper
Networks, including Chief of Staff from January 2005 to March 2006 and
Executive Vice President and CFO from February 1997 to December
2004. Prior to Juniper, Mr. Gani served as Vice President and CFO of
NVIDIA Corporation from February 1996 to February 1997. Mr. Gani also
served as CFO of Grand Junction Networks, Primary Access Corporation
and NeXT Computer, Inc. Mr. Gani also serves on the board of directors
of Envivio, Inc., a video technology company.

The Board believes that Mr. Gani’s executive management experience as
a former CFO for various public and private companies in the technology
industry provides the Board with broad experience in finance, including
accounting and financial reporting. In addition, the Board also benefits
from his service as a member of the Nominating and Governance
Committee and Audit Committee, as well as an Audit Committee Financial
Expert.
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Carl Redfield

Director since 2006
Age 68

Carl Redfield has been a member of the Board since August 2006. From
September 2004 to his retirement in May 2008, Mr. Redfield served as
Senior Vice President, New England Development Center Executive
Sponsor, of Cisco Systems. From February 1997 through September
2004, Mr. Redfield served as Cisco Systems’ Senior Vice President,
Manufacturing and Logistics.

The Board believes that Mr. Redfield’s executive management
experience, along with his significant manufacturing and logistics
experience, enable Mr. Redfield to make significant contributions to the
Board. In addition, the Board benefits from Mr. Redfield’s institutional
knowledge of Infinera and his service as a member of our Compensation
Committee and as Chairman of our Nominating and Governance
Committee.

Mark A. Wegleitner

Director since 2011
Age 64

Mark A. Wegleitner has been a member of the Board since May 2011.
Since April 2011, Mr. Wegleitner has served as President of Wegleitner
Consulting, LLC, a privately owned telecommunications consulting
company. From September 2007 until his retirement in July 2010, Mr.
Wegleitner served as the Senior Vice President, Technology, for Verizon
Communications Inc., a telecommunications company, where his
responsibilities included technology assessment, network architecture,
platform development and laboratory testing for wireline and wireless
communications networks. From July 2000 to September 2007, he served
as Chief Technology Officer (“CTO”) for Verizon, with responsibility for
wireline communications technologies. Prior to the creation of Verizon, Mr.
Wegleitner held various positions in the Network Services division of Bell
Atlantic, a telecommunications company, including CTO from January
1999 to July 2000. Prior to joining Bell Atlantic, he worked at Bell
Laboratories and AT&T General Departments.

The Board believes that Mr. Wegleitner’s extensive experience in the
telecommunications industry provides the Board with a high level of
expertise and experience. The Board also benefits from Mr. Wegleitner’s
service as a member of our Technology and Acquisition Committee and
as Chairman of our Compensation Committee.
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Incumbent Class I Directors whose terms expire at the 2017 Annual Meeting of Stockholders.

Thomas J. Fallon
Director since 2009
Age 53

Thomas J. Fallon has served as our CEO since January 2010 and as a
member of the Board since July 2009. From January 2010 to June 2013,
Mr. Fallon also served as our President. Mr. Fallon served as our Chief
Operating Officer from October 2006 to December 2009, and as our Vice
President of Engineering and Operations from April 2004 to September
2006. From August 2003 to March 2004, Mr. Fallon was Vice President,
Corporate Quality and Development Operations at Cisco Systems. From
March 1991 to August 2003, Mr. Fallon served in a variety of functions at
Cisco, including General Manager of the Optical Transport Business Unit
and Vice President of Service Provider Manufacturing. Prior to joining
Cisco, Mr. Fallon served in various manufacturing roles at Sun
Microsystems and Hewlett Packard. Mr. Fallon currently serves on the
board of Hercules Technology Growth Capital, Inc., a specialty finance
company, and the Engineering Advisory Board of the Cockrell School at
the University of Texas.

As the CEO of Infinera, the Board believes that Mr. Fallon provides
significant institutional knowledge of Infinera and industry knowledge, as
well as key insight and advice in the Board’s consideration and oversight
of corporate strategy and management development. The Board believes
that Mr. Fallon’s leadership skills and executive management experience,
along with his operational management experience and technical
expertise, enable Mr. Fallon to make significant contributions to the Board.

Kambiz Y. Hooshmand
Director since 2009
Age 53

Kambiz Y. Hooshmand has been a member of the Board since
December 2009 and has served as Chairman of the Board since October
2010. From March 2005 to May 2009, Mr. Hooshmand served as
President and CEO of Applied Micro Circuits Corporation (“AMCC”), a
communications solutions company. From February 2002 to March 2005,
Mr. Hooshmand served as Group Vice President and General Manager of
Cisco Systems. From March 2000 to February 2002, Mr. Hooshmand
served as Vice President and Division General Manager of the DSL
Business Unit at Cisco Systems. From June 1997 to February 2000,
Mr. Hooshmand served as Cisco Systems’ Vice President of Engineering.
From January 1992 to June 1997, Mr. Hooshmand served as Director of
Engineering of StrataCom, Inc., a networking solutions company, which
was acquired by Cisco Systems. Mr. Hooshmand served on the board of
directors of Power-One, Inc., an energy efficient power solutions
company, from October 2009 to July 2013. Power-One was acquired by
ABB Ltd., a power and automation technology company, in July 2013.

As the Chairman of the Board of Infinera, Mr. Hooshmand brings his
leadership skills, industry experience and comprehensive knowledge of
our business, financial position and operations to the Board deliberations.
Mr. Hooshmand brings significant executive management and technical
experience in the networking industry as a result of his executive positions
at AMCC, Cisco Systems and StrataCom. The Board also benefits from
Mr. Hooshmand’s service as a member of our Audit Committee and
Nominating and Governance Committee, as well as Chairman of our
Technology and Acquisition Committee.

Vote Required

Directors are elected by a plurality vote, which means that the three directors who receive the most “FOR”
votes cast by the shares present in person, or represented by proxy, and entitled to vote at the Annual Meeting will
be elected. “WITHHOLD” votes and broker non-votes will not affect the outcome of the election. Stockholders may
not cumulate votes in the election of directors.

Proposal 1—Recommendation of the Board

The Board unanimously recommends a vote “FOR” the election to the Board of the three Class II nominees
listed above.
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CORPORATE GOVERNANCE AND THE BOARD OF DIRECTORS

We have adopted a number of policies and practices, some of which are described below, that highlight our
commitment to sound corporate governance principles. We also maintain a Corporate Governance section on the
Investor Relations’ page on our website, which can be found at www.infinera.com.

Independence of the Board

In accordance with the current listing standards of NASDAQ, the Board, on an annual basis, affirmatively
determines the independence of each director or nominee for election as a director. The Board has determined
that, with the exception of Mr. Fallon and Dr. Welch, both of whom are employees of Infinera, all of its members
are “independent directors,” using the definition of that term in the listing standards of NASDAQ. Also, all members
of the Audit Committee, Compensation Committee and Nominating and Governance Committee, as more fully
described below, are independent directors.

Stockholder Communications with the Board

Stockholders may communicate with the Board by writing to the following address:

Board of Directors
c/o Corporate Secretary
Infinera Corporation
140 Caspian Court
Sunnyvale, California 94089

Communications are distributed to the Board or to any individual director, as appropriate, depending on the
facts and circumstances outlined in the communication. At the direction of the Board, all mail received may be
opened and screened for security purposes. Communications that are unduly hostile, threatening, illegal or
similarly unsuitable will be excluded with the provision that any communication that is filtered out will be made
available to any independent or non-employee director upon request.

Board Leadership Structure

In January 2010, we separated the positions of Chairman of the Board and CEO. Separating these positions
allows our CEO to focus on our day-to-day business, while allowing the Chairman of the Board to lead the Board
in its fundamental role of providing advice to and independent oversight of management. While our Bylaws do not
require that our Chairman of the Board and CEO positions be separate, the Board believes that having separate
positions is the appropriate leadership structure for Infinera at this time and demonstrates our commitment to good
corporate governance practices. The Board has assigned the Chairman of the Board with responsibility for
presiding over meetings of the Board, developing meeting agendas, facilitating communication between
management and the Board, representing director views to management and improving meeting effectiveness,
among other things.

The Board believes that its leadership structure is appropriate. The Board also believes that the combination
of an independent chairman, three of our four committees comprised entirely of independent directors and the
regular use of executive sessions of the independent directors enables the Board to maintain independent
oversight of our strategies and activities.

Board Oversight of Risk

Risk is inherent with every business and the Board is responsible for overseeing our risk management
function. Members of our senior management team are responsible for implementation of our day-to-day risk
management processes, while the Board, as a whole and through its committees, has responsibility for the
oversight of overall risk management. In connection with the Board’s annual strategic plan review, senior
management makes a multidisciplinary presentation to the Board that includes any significant strategic,
operational, financial, legal and compliance risks facing Infinera, our general risk management strategy and
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actions taken by senior management in compliance with this strategy. At other meetings of the Board, senior
management provides updates to the Board on any specific risk-related issues. In its risk oversight role, the Board
has the responsibility to satisfy itself that the risk management processes designed and implemented by
management are adequate and functioning as designed. In addition, each of the committees of the Board
considers any risks that may be within its area of responsibilities and Board members, or Board committee
members, periodically engage in discussions with members of our senior management team as appropriate.
Specifically, the Audit Committee assists the Board in fulfilling its oversight responsibilities with respect to risk
management in the areas of financial reporting, internal controls and compliance with certain public reporting
requirements. The Compensation Committee assists the Board in fulfilling its oversight responsibilities with respect
to the management of risks arising from our compensation policies and programs. The Nominating and
Governance Committee assists the Board in fulfilling its oversight responsibilities with respect to the management
of risks associated with Board organization, membership and structure, succession planning for our directors and
executive officers, and corporate governance. The Technology and Acquisition Committee assists the Board in
fulfilling its oversight responsibilities with respect to managing the risks associated with technology development
and acquisitions and investments. Each of the committee Chairs reports to the full Board at regular meetings
concerning the activities of the committee, the significant issues it has discussed and the actions taken by the
committee.

Code of Business Conduct and Ethics

We have adopted a Code of Business Conduct and Ethics that applies to all of our employees, officers
(including our principal executive officer, principal financial officer, and principal accounting officer or controller, or
persons performing similar functions) and our directors. The Code of Business Conduct and Ethics reflects our
policy of dealing with all persons, including our customers, employees, investors and suppliers, with honesty and
integrity. All employees are required to complete training on our Code of Business Conduct and Ethics. A copy of
our Code of Business Conduct and Ethics is posted on our website at www.infinera.com in the Corporate
Governance section on our Investor Relations’ page. You may also obtain a copy of our Code of Business
Conduct and Ethics without charge by writing to: Infinera Corporation, c/o Corporate Secretary, 140 Caspian
Court, Sunnyvale, California 94089. We intend to disclose future amendments to certain provisions of our Code of
Business Conduct and Ethics, or waivers of such provisions, applicable to any principal executive officer, principal
financial officer, principal accounting officer or controller, or persons performing similar functions and our directors
on our website identified above or on a Form 8-K if required by the applicable listing standards.

Corporate Governance Guidelines

The Board has adopted Corporate Governance Guidelines which govern, among other things, member
criteria, responsibilities, compensation and education, committee composition and charters, communication
activities and management succession. You can access these Corporate Governance Guidelines, along with other
materials such as Board committee charters, on our website at www.infinera.com in the Corporate Governance
section on our Investor Relations’ page.

Stock Ownership Policy

The Board believes that it is important to link the interests of our directors and management to those of our
stockholders. Accordingly, the Board has adopted a stock ownership policy for our directors and executive officers
who are designated as reporting officers under Section 16 of the Exchange Act (“Section 16 Officers”). For
additional information regarding our Stock Ownership Policy, please see the section entitled “Compensation
Discussion and Analysis—Additional Information Regarding Our Compensation Practices—Stock Ownership
Policy.”

Information Regarding the Board and its Committees

The Board met nine times during fiscal 2014. The Board acted by written consent three times during fiscal
2014. During fiscal 2014, each director then in office, with the exception of Mr. Redfield, attended 75% or more of
the meetings of the Board and the committees on which he served during the period for which he was a director,
committee chairman or committee member, as applicable. During fiscal 2014, Mr. Redfield’s ability to attend Board
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and committee meetings was influenced by health considerations. Our independent directors meet in executive
sessions, without management present, during most regular meetings of the Board. Directors are encouraged, but
not required, to attend our annual meetings of stockholders. One member of the Board attended our 2014 Annual
Meeting of Stockholders.

The Board has four standing committees: an Audit Committee, a Compensation Committee, a Nominating and
Governance Committee, and a Technology and Acquisition Committee. Mr. Fallon does not serve on any
committees of the Board. All members served the entire fiscal year unless otherwise noted. The following table
provides membership and meeting information for the Board and each of the committees of the Board as of the
end of fiscal 2014:

Name Board Audit Compensation

Nominating
and

Governance

Technology
and

Acquisition

James A. Dolce, Jr.(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . M — — — M
Thomas J. Fallon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . M — — — —
Marcel Gani(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . M M — M —
Kambiz Y. Hooshmand(3) . . . . . . . . . . . . . . . . . . . . . . . . C M — M C
Paul J. Milbury . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . M C M — —
Carl Redfield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . M — M C —
Mark A. Wegleitner . . . . . . . . . . . . . . . . . . . . . . . . . . . . . M — C — M
David F. Welch, Ph.D. . . . . . . . . . . . . . . . . . . . . . . . . . . M — — — M

Total Meetings in Fiscal 2014 . . . . . . . . . . . . . . . . . . . . 9 10 6 8 3

C = Chairman; M = Member
(1) Mr. Dolce became a member of the Technology and Acquisition Committee effective as of September 16, 2014.
(2) Mr. Gani became a member of the Audit Committee effective as of June 9, 2014 and a member of the Nominating and

Governance Committee effective as of September 16, 2014.
(3) Mr. Hooshmand became a member of the Audit Committee effective as of May 15, 2014.

Below is a description of each standing committee of the Board. The Board has determined that each member
of the Audit, Compensation and Nominating and Governance Committees meets the applicable rules and
regulations regarding “independence” and that each such member is free of any relationship that would interfere
with his individual exercise of independent judgment with regard to Infinera. Each committee of the Board has a
written charter approved by the Board. Copies of each charter are posted on our website at www.infinera.com in
the Corporate Governance section on our Investor Relations’ page.

Audit Committee

The Audit Committee reviews and monitors our financial statements, financial reporting process and our
external audits, including, among other things, our internal controls and audit functions, the results and scope of
the annual audit and other services provided by our independent registered public accounting firm as well as our
compliance with legal matters that have a significant impact on our financial statements. Our Audit Committee also
consults with our management and our independent registered public accounting firm prior to the presentation of
financial statements to stockholders and, as appropriate, initiates inquiries into aspects of our financial affairs. Our
Audit Committee is responsible for establishing procedures for the receipt, retention and treatment of complaints
regarding accounting, internal accounting controls or auditing matters, and for the confidential, anonymous
submission by our employees of concerns regarding questionable accounting or auditing matters. In addition, our
Audit Committee is directly responsible for the appointment, retention, compensation and oversight of the work of
our independent registered public accounting firm, including approving services and fee arrangements. Any related
party transactions are subject to approval by our Audit Committee. A more detailed description of the Audit
Committee’s functions can be found in our Audit Committee charter. A copy of the Audit Committee charter is
available on our website at www.infinera.com in the Corporate Governance section on our Investor Relations’
page.

The current members of the Audit Committee are Messrs. Gani, Hooshmand and Milbury. Mr. Milbury chairs
the Audit Committee. The Audit Committee met ten times during fiscal 2014. The Audit Committee did not act by
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written consent during fiscal 2014. Each member of our Audit Committee is independent for Audit Committee
purposes under the rules and regulations of the SEC and the listing standards of NASDAQ. In addition to
qualifying as independent under the NASDAQ rules, each member of our Audit Committee can read and
understand fundamental financial statements in accordance with NASDAQ Audit Committee requirements. The
Board has determined that Messrs. Gani and Milbury are each an “Audit Committee Financial Expert” as defined in
Item 407(d)(5)(ii) of Regulation S-K. The designation does not impose on Messrs. Gani and Milbury any duties,
obligations or liabilities that are greater than are generally imposed on them as members of the Audit Committee
and the Board.

Compensation Committee

The Compensation Committee has the responsibility, authority and oversight relating to the development of
our overall compensation strategy and compensation policies and programs. The Compensation Committee
establishes our compensation philosophy and policies, administers all of our compensation plans for executive
officers, and recommends the compensation for the non-employee directors of the Board. The Compensation
Committee seeks to assure that our compensation policies and practices promote stockholder interests and
support our compensation objectives and philosophy as described in more detail in the Compensation Discussion
and Analysis section of this Proxy Statement.

The Compensation Committee also oversees, reviews and administers all of our material employee benefit
plans, including our 401(k) plan, and reviews and approves various other compensation policies and matters. The
Compensation Committee may form and delegate authority to one or more subcommittees as appropriate. A more
detailed description of the Compensation Committee’s functions can be found in our Compensation Committee
charter. A copy of the Compensation Committee charter is available on our website at www.infinera.com in the
Corporate Governance section on the Investor Relations’ page.

The current members of the Compensation Committee are Messrs. Milbury, Redfield and Wegleitner.
Mr. Wegleitner chairs the Compensation Committee. The Compensation Committee met six times during fiscal
2014. The Compensation Committee acted by written consent four times during fiscal 2014. Each member of our
Compensation Committee is a non-employee director, as defined in Rule 16b-3 promulgated under the Exchange
Act, an outside director, as defined pursuant to Section 162(m) of the Internal Revenue Code and satisfies the
director and compensation committee independence requirements under the listing standards of NASDAQ.

Non-Executive Equity Award Subcommittee

The guidelines for the size of new hire, promotional and annual retention equity awards for Section 16 Officers
are reviewed and approved by the Compensation Committee. The Compensation Committee has delegated to the
Non-Executive Equity Award Subcommittee (the “Subcommittee”), consisting of the CEO, General Counsel and
Vice President of Human Resources, the authority to formally approve new hire, promotional and annual retention
equity awards to certain employees pursuant to guidelines pre-approved by the Compensation Committee. The
delegation does not include the authority to make equity awards to employees who are Section 16 Officers. The
delegation of authority to the Subcommittee is not exclusive and the Board and Compensation Committee have
retained the right to approve any equity awards at their discretion. The Subcommittee acted by written consent 12
times and met in person one time during fiscal 2014.

Nominating and Governance Committee

The Nominating and Governance Committee reviews and recommends changes to corporate governance
policies and practices applicable to Infinera. In addition, the Nominating and Governance Committee is responsible
for identifying, evaluating and making recommendations of nominees to the Board and evaluating the performance
of the Board and individual directors, including those eligible for re-election at the annual meeting of stockholders.
The Nominating and Governance Committee also oversees an annual board evaluation process to determine
whether the Board is functioning effectively. The Nominating and Governance Committee is also responsible for
reviewing developments in corporate governance practices, and evaluating and making recommendations to the
Board concerning corporate governance matters. A more detailed description of the Nominating and Governance
Committee’s functions can be found in our Nominating and Governance Committee charter. A copy of the
Nominating and Governance Committee charter is available on our website at www.infinera.com in the Corporate
Governance section on our Investor Relations’ page.
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The current members of the Nominating and Governance Committee are Messrs. Gani, Hooshmand and
Redfield, each of whom is independent under the listing standards of NASDAQ. Mr. Redfield chairs the
Nominating and Governance Committee. The Nominating and Governance Committee met eight times during
fiscal 2014. The Nominating and Governance Committee did not act by written consent during fiscal 2014.

Board Nominees and Diversity

The Nominating and Governance Committee reviews and reports to the Board on a periodic basis with regard
to matters of corporate governance, and reviews, assesses and makes recommendations on the effectiveness of
our corporate governance policies. In addition, our Nominating and Governance Committee reviews and makes
recommendations to the Board regarding the size and composition of the Board and the appropriate qualities and
skills required of our directors in the context of the then-current composition of the Board. This includes an
assessment of each candidate’s independence, personal and professional integrity, financial literacy or other
professional or business experience relevant to an understanding of our business, ability to think and act
independently and with sound judgment, and ability to serve our stockholders’ long-term interests. While we do not
have a formal written policy on director diversity, the Board and the Nominating and Governance Committee
consider diversity when reviewing the overall composition of the Board and considering the slate of nominees for
annual election to the Board and the appointment of individual directors to the Board. Diversity, in this context,
includes factors such as experience, specialized expertise, geographic location, cultural background, gender and
ethnicity. These factors, and others considered useful by our Nominating and Governance Committee, are
reviewed in the context of an assessment of the perceived needs of the Board at a particular point in time. As a
result, the priorities and emphasis of our Nominating and Governance Committee and of the Board may change
from time to time to take into account changes in business and other trends, as well as the portfolio of skills and
experience of current and prospective directors.

Our Nominating and Governance Committee leads the search for, selects and recommends candidates for
election to the Board. Consideration of new director candidates typically involves a series of committee
discussions, review of information concerning candidates and interviews with selected candidates. Candidates for
nomination to the Board typically have been suggested by other members of the Board or by our executive
officers. From time to time, our Nominating and Governance Committee may engage the services of a third-party
search firm to identify director candidates. Our Nominating and Governance Committee will also consider
candidates proposed in writing by stockholders, provided such proposal meets the eligibility requirements for
submitting stockholder proposals for inclusion in our next proxy statement and is accompanied by the required
information about the candidate specified in Section 2.4 of our Bylaws. Candidates proposed by stockholders are
evaluated by our Nominating and Governance Committee using the same criteria as for all other candidates.

If a stockholder wishes to recommend a director candidate for consideration by the Nominating and
Governance Committee, pursuant to our Corporate Governance Guidelines, the stockholder must have held at
least 1,000 shares of our common stock for at least six months and must notify the Nominating and Governance
Committee by writing to our Corporate Secretary at our principal executive offices, and must include the following
information:

• To the extent reasonably available, information relating to such director candidate that would be required
to be disclosed in a proxy statement pursuant to Regulation 14A under the Exchange Act, in which such
individual is a nominee for election to the Board;

• The director candidate’s written consent to (a) if selected, be named in our proxy statement and proxy,
and (b) if elected, to serve on the Board;

• The other information set forth in the applicable sections of Section 2.4 of our Bylaws; and

• Any other information that such stockholder believes is relevant in considering the director candidate.

Technology and Acquisition Committee

The Technology and Acquisition Committee reviews with management, makes recommendations to the Board
on and, when expressly authorized by the Board, approves acquisitions, investments, joint ventures and other
strategic transactions in which we may engage from time-to-time. The Technology and Acquisition Committee also
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evaluates the execution, financial results and integration of any such potential transactions. In addition, the
Technology and Acquisition Committee provides advice and counsel on matters relating to technology
development and innovation, as well as enhancing the Board’s understanding to allow for better input and direction
regarding our strategy, progress and risks. A more detailed description of the Technology and Acquisition
Committee’s functions can be found in our Technology and Acquisition Committee charter. A copy of the
Technology and Acquisition Committee charter is available on our website at www.infinera.com in the Corporate
Governance section on our Investor Relations’ page.

The current members of the Technology and Acquisition Committee are Messrs. Dolce, Hooshmand and
Wegleitner and Dr. Welch. Mr. Hooshmand chairs the Technology and Acquisition Committee. The Technology
and Acquisition Committee met three times during fiscal 2014. The Technology and Acquisition Committee did not
act by written consent during fiscal 2014.

Compensation Committee Interlocks and Insider Participation

During fiscal 2014, the Compensation Committee of the Board consisted of Messrs. Milbury, Redfield and
Wegleitner. None of these individuals was at any time during fiscal 2014, or at any other time, an executive officer
or employee of Infinera. No member of our Compensation Committee had any relationship with Infinera during
fiscal 2014 requiring disclosure under Item 404 of Regulation S-K under the Exchange Act. None of our executive
officers has ever served as a member of the board or compensation committee of any other entity that has or has
had one or more executive officers serving as a member of the Board or Compensation Committee.
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COMPENSATION OF DIRECTORS

Our compensation program for our non-employee directors is designed to attract and retain highly-qualified,
independent directors to represent stockholders on the Board and to act in their best interests. Until September
2014, the Nominating and Governance Committee, which consists solely of independent directors, had the primary
responsibility for reviewing and recommending any changes to our director compensation program, with
compensation changes approved or ratified by the full Board. During fiscal 2014, the Nominating and Governance
Committee engaged an outside advisor to provide relevant market data regarding our director compensation
programs in order to review the program. The Nominating and Governance Committee and Board determined that
a mix of cash compensation and equity awards should continue to be used in our compensation program for our
non-employee directors. Directors who are also employees of Infinera do not participate in our director
compensation program, nor do they receive any additional compensation for their service as directors. Starting in
September 2014, the Compensation Committee now has the primary responsibility for reviewing and
recommending any changes to our director compensation program, with compensation changes approved or
ratified by the full Board.

Director Fees

Unless otherwise noted, during fiscal 2014, our cash compensation program for our non-employee directors
was as follows:

Position
Annual Retainer Fee

($)

Non-Employee Director . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50,000(1)

Chairman of the Board . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,000
Audit Committee Chair . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,000
Audit Committee Member . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,500
Compensation Committee Chair . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,000(2)

Compensation Committee Member . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,000
Nominating and Governance Committee Chair . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,000
Nominating and Governance Committee Member . . . . . . . . . . . . . . . . . . . . . . . . . . 5,000
Technology and Acquisition Committee Chair . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,000
Technology and Acquisition Committee Member . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,000

(1) Beginning at the start of the second quarter of fiscal 2014, the annual retainer for non-employee directors was increased
from $40,000 annually to $50,000 annually.

(2) Beginning at the start of the second quarter of fiscal 2014, the annual retainer for the Compensation Committee chair was
increased from $16,000 annually to $20,000 annually.

We do not pay any meeting fees for the Board or any of the committees of the Board. We pay the retainer
fees set forth above in quarterly installments. Retainer fees are paid in arrears. In addition, we have a policy of
reimbursing our non-employee directors for reasonable travel, lodging and other expenses incurred in connection
with their attendance at Board and committee meetings.

Director Equity Awards

Non-employee directors are eligible to receive equity awards as follows:

• Initial RSU Award. Each individual who commences service as a non-employee director upon his or her
election or appointment to the Board at an annual meeting of stockholders will receive a RSU award for a
number of shares with an aggregate fair market value as reported on NASDAQ equal to $165,000. The
Initial RSU Award vests in equal annual installments over three years, subject to his or her continued
service with Infinera through each applicable vesting date.

• Annual RSU Award. On the date of each annual meeting of stockholders, each individual who continues
to serve as a non-employee director after that annual meeting will be eligible to receive a RSU award for
a number of shares with an aggregate fair market value as reported on NASDAQ equal to $165,000. The
Annual RSU Award will vest as to 100% of the shares on the earlier of the date of the next annual
meeting of stockholders or the one-year anniversary of the date of grant, provided that the non-employee
director remains a service provider of the Company through the vesting date.
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In addition to the Initial RSU Award, any individual who is first elected or appointed as a non-employee
director other than at an annual meeting of stockholders and at least six months prior to the next annual meeting of
stockholders will also be eligible for a RSU award for a number of shares with an aggregate fair market value as
reported on NASDAQ equal to $165,000 pro-rated for the number of months remaining until the next scheduled
annual meeting of stockholders.

For the Annual RSU Award in connection with the 2014 Annual Meeting of Stockholders, we granted RSU
awards in the amount of 19,009 shares of Infinera common stock to each non-employee director then in office.
These RSU awards vest in full on May 7, 2015, subject to each non-employee director’s continued service to
Infinera through the vesting date.

Fiscal 2014 Director Compensation

The following table sets forth all of the compensation awarded to, earned by, or paid to the non-employee
members of the Board in fiscal 2014.

Name

Fees Earned
or Paid in Cash

($)(1)

Stock
Awards

($)(2)

Option
Awards

($)
Total

($)

James A. Dolce, Jr.(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,596 327,335 — 359,931
Marcel Gani(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36,099 334,975 — 371,074
Kenneth A. Goldman(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,195 — — 26,195
Kambiz Y. Hooshmand . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 115,295 163,667 — 278,962
Philip J. Koen(6) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,905 — — 26,905
Dan Maydan, Ph.D.(7) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,385 — — 25,385
Paul J. Milbury . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 90,500 163,667 — 254,167
Carl Redfield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70,500 163,667 — 234,167
Mark A. Wegleitner . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 76,500 163,667 — 240,167

(1) For a description of the annual non-employee director retainer fees and retainer fees for chair positions and for service as
Chairman of the Board, see the disclosure above under “Director Fees.”

(2) The amounts reported in this column represent the aggregate grant date fair value of the RSU awards granted in fiscal 2014
computed in accordance with Financial Accounting Standards Board Accounting Standards Codification Topic 718,
“Compensation—Stock Compensation” (“ASC 718”) and without any adjustment for estimated forfeitures. These amounts
reflect our accounting expense for these awards and do not correspond to the actual value that will be recognized by the
non-employee directors with respect to these awards at the time the shares of Infinera common stock underlying the RSU
awards are vested and/or sold. There can be no assurance that the actual value realized by a non-employee director will be
at or near the grant date fair value of the RSU awards granted.

(3) Mr. Dolce was appointed as a director effective as of May 15, 2014.
(4) Mr. Gani was appointed as a director effective as of June 9, 2014.
(5) Mr. Goldman resigned as a director effective as of May 15, 2014.
(6) Mr. Koen resigned as a director effective as of May 14, 2014.
(7) Dr. Maydan resigned as a director effective as of May 15, 2014.

Additional Information with Respect to Director Equity Awards

Name

Shares Subject to
Stock Awards Outstanding

at Fiscal Year-End
(#)(1)

Shares Subject to
Option Awards Outstanding

at Fiscal Year-End
(#)(2)

James A. Dolce, Jr. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38,018 —
Marcel Gani . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35,560 —
Kenneth A. Goldman . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —
Kambiz Y. Hooshmand . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,009 100,000
Philip J. Koen . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —
Dan Maydan, Ph.D. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —
Paul J. Milbury . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,009 32,600
Carl Redfield . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,009 157,100
Mark A. Wegleitner . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,009 70,000

(1) Includes unvested RSU awards.
(2) Includes both vested and unvested stock options to purchase shares of Infinera common stock.
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PROPOSAL 2—RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC

ACCOUNTING FIRM

The Audit Committee of the Board has selected Ernst & Young LLP, independent registered public accounting
firm, as our independent auditors for the fiscal year ending December 26, 2015 and has further directed that we
submit the appointment of independent auditors for ratification by the stockholders at the Annual Meeting. Ernst &
Young LLP has audited our financial statements since fiscal 2001. Representatives of Ernst & Young LLP are
expected to be present at the Annual Meeting. They will have an opportunity to make a statement if they so desire
and will be available to respond to appropriate questions.

Ratification of appointment of Ernst & Young LLP as our independent registered public accounting firm is not
required pursuant to our Bylaws, our other governing documents or law. However, we are submitting the
appointment of Ernst & Young LLP to the stockholders for ratification as a matter of good corporate practice. If the
stockholders fail to ratify the appointment, the Audit Committee will reconsider whether or not to retain that firm.
Even if the appointment is ratified, the Audit Committee in its discretion may direct the appointment of different
independent auditors at any time during the year if it determines that such change would be in the best interests of
Infinera and its stockholders.

The affirmative vote of the holders of a majority of the shares present in person or represented by proxy and
entitled to vote at the Annual Meeting will be required to ratify the appointment of Ernst & Young LLP. Abstentions
will be counted toward the tabulation of votes cast on this proposal and will have the same effect as negative
votes. Broker non-votes are counted towards a quorum, but are not counted for any purpose in determining
whether this matter has been approved.

Independent Registered Public Accounting Firm’s Fees

The following table sets forth the aggregate fees for audit, tax and other services provided by Ernst & Young
LLP for the fiscal years ended December 27, 2014 and December 28, 2013. All of the services described in the
following table were approved in conformity with the Audit Committee’s pre-approval processes and procedures.

2014 2013

Audit Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,563,000 $1,628,000
Tax Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47,000 9,000
All Other Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,000 2,000

Total Fees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,612,000 $1,639,000

Audit Fees

This category of the table above includes fees for the integrated audit of our annual consolidated financial
statements and internal control over financial reporting, the preparation by Ernst & Young LLP of a report
expressing its opinion regarding the effectiveness of our internal control over financial reporting, review of the
condensed consolidated financial statements included in our quarterly reports on Form 10-Q, and services that are
normally provided by Ernst & Young LLP in connection with statutory and regulatory filings for those fiscal years.
The category also includes statutory audits required by non-U.S. jurisdictions. Audit fees for fiscal 2013 include
$0.3 million of fees related to comfort letter procedures in connection with the issuance of $150 million aggregate
principal amount of 1.75% Convertible Senior Notes due 2018.

Tax Fees

This category of the table above includes fees for tax compliance, tax advice and tax planning.

All Other Fees

This category of the table above principally includes support and advisory services provided by Ernst & Young
LLP that are not included in the service categories reported above.
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Pre-Approval Policies and Procedures

The Audit Committee’s policy is to pre-approve all audit and permissible non-audit services rendered by
Ernst & Young LLP, our independent registered public accounting firm. The Audit Committee can pre-approve
specified services in defined categories of audit services, audit-related services and tax services up to specified
amounts, as part of the Audit Committee’s approval of the scope of the engagement of Ernst & Young LLP or on
an individual case-by-case basis before Ernst & Young LLP is engaged to provide a service. The Audit Committee
has determined that the rendering of the services other than audit services by Ernst & Young LLP is compatible
with maintaining the principal accountant’s independence.

Vote Required

Approval of Proposal 2 requires the affirmative vote of a majority of the votes cast on this proposal.
“ABSTENTIONS” will have the same effect as an “AGAINST” vote. Broker non-votes are not deemed to be votes
cast and, therefore, are not included in the tabulation of the voting results on this proposal and will not affect the
outcome of the vote.

Proposal 2—Recommendation of the Board

The Board unanimously recommends a vote “FOR” the ratification of the appointment of Ernst & Young LLP
as Infinera’s independent registered public accounting firm for its fiscal year ending December 26, 2015.
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REPORT OF THE AUDIT COMMITTEE

The Audit Committee of the Board currently consists of the three non-employee directors named below. The
Board annually reviews the NASDAQ listing standards’ definition of independence for Audit Committee members
and has determined that each member of the Audit Committee meets that standard. The Board has also
determined that Messrs. Gani and Milbury are each an Audit Committee Financial Expert as described in
applicable rules and regulations of the SEC.

The principal purpose of the Audit Committee is to assist the Board in its general oversight of our accounting
practices, system of internal controls, audit processes and financial reporting processes. The Audit Committee is
responsible for appointing and retaining our independent auditor and approving the audit and non-audit services to
be provided by the independent auditor. The Audit Committee’s function is more fully described in its charter,
which the Board has adopted and which the Audit Committee reviews on an annual basis.

Our management is responsible for preparing our financial statements and ensuring they are complete and
accurate and prepared in accordance with generally accepted accounting principles. Ernst & Young LLP, our
independent registered public accounting firm, is responsible for performing an independent audit of our
consolidated financial statements in accordance with generally accepted auditing standards and expressing an
opinion on the effectiveness of our internal control over financial reporting.

The Audit Committee has reviewed and discussed the audited financial statements included in our 2014
Annual Report with our management and Ernst & Young LLP. The Audit Committee has also discussed with
Ernst & Young LLP the matters required to be discussed by Auditing Standard No. 16, “Communications with Audit
Committees” issued by Public Company Accounting Oversight Board (“PCAOB”). The Audit Committee also has
received and reviewed the written disclosures and the letter from Ernst & Young LLP required by applicable
requirements of the PCAOB regarding Ernst & Young LLP’s communications with the Audit Committee concerning
independence, and has discussed with Ernst & Young LLP its independence from Infinera.

Based upon the review and discussions described above, the Audit Committee recommended to the Board
that the audited financial statements referred to above be included in our 2014 Annual Report for filing with the
SEC.

Submitted by the following members of the Audit Committee:

Paul J. Milbury, Chairman
Marcel Gani
Kambiz Y. Hooshmand
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information known to us regarding beneficial ownership of our common
stock as of the Record Date by:

• Each person known by us to be the beneficial owner of more than 5% of any class of our voting
securities;

• Our named executive officers;

• Each of our directors; and

• All current named executive officers and directors as a group.

The information provided in this table is based on our records, information filed with the SEC and information
provided to Infinera, except where otherwise noted. To our knowledge and unless as otherwise indicated, each
stockholder possesses sole voting and investment power over the shares listed, except for shares owned jointly
with such person’s spouse. Percentage beneficially owned is based on 129,018,886 shares of common stock
outstanding on the Record Date. Unless otherwise indicated, the principal address of each of the stockholders
below is c/o Infinera Corporation, 140 Caspian Court, Sunnyvale, California 94089.

Name of Beneficial Owner

Common
Shares

Currently
Held

Common Shares
That May Be

Acquired Within
60 Days of the
Record Date(1)

Total
Beneficial
Ownership

Percent
Beneficially

Owned

5% or More Stockholders

FMR LLC(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,792,952 — 18,792,952 14.6%
The Vanguard Group(3) . . . . . . . . . . . . . . . . . . 7,728,166 — 7,728,166 6.0%
BlackRock, Inc.(4) . . . . . . . . . . . . . . . . . . . . . . 7,108,991 — 7,108,991 5.5%
Named Executive Officers and Directors

Thomas J. Fallon . . . . . . . . . . . . . . . . . . . . . . 852,418 685,662 1,538,080 1.2%
Brad Feller . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56,313 8,333 64,646 *
David F. Welch, Ph.D.(5) . . . . . . . . . . . . . . . . . 1,347,841 910,480 2,258,321 1.7%
Robert J. Jandro . . . . . . . . . . . . . . . . . . . . . . . 29,211 13,540 42,751 *
James L. Laufman . . . . . . . . . . . . . . . . . . . . . — — — *
James A. Dolce, Jr. . . . . . . . . . . . . . . . . . . . . . — 25,346 25,346 *
Marcel Gani . . . . . . . . . . . . . . . . . . . . . . . . . . . — 17,780 17,780 *
Kambiz Y. Hooshmand(6) . . . . . . . . . . . . . . . . 48,567 119,009 167,576 *
Paul J. Milbury . . . . . . . . . . . . . . . . . . . . . . . . . 18,067 51,609 69,676 *
Carl Redfield(7) . . . . . . . . . . . . . . . . . . . . . . . . . 69,001 126,109 195,110 *
Mark A. Wegleitner . . . . . . . . . . . . . . . . . . . . . 17,467 74,009 91,476 *

All current executive officers and

directors as a group (11 persons) . . . . . 2,438,885 2,031,877 4,470,762 3.4%

* Less than 1% of the outstanding shares of common stock.
(1) Includes shares represented by vested, unexercised stock options as of the Record Date and stock options, RSUs or other

rights that are expected to vest within 60 days as of the Record Date. These shares are deemed to be outstanding for the
purpose of computing the percentage ownership of the person holding the stock options or RSUs, but are not treated as
outstanding for the purpose of computing the percentage ownership of any other person.

(2) Information based on a Schedule 13G/A filed with the SEC on February 13, 2015 by FMR LLC (“FMR”), Edward C. Johnson
III (FMR’s Director and Chairman), Abigail P. Johnson (FMR’s Director, Vice Chairman, Chief Executive Officer and
President) and Fidelity Growth Company Fund (“Fidelity”). Such amendment states that FMR is deemed to be the beneficial
owner of 18,792,952 shares by virtue of its control over Fidelity, which is deemed to be the beneficial owner of 11,614,794
shares as a result of its acting as investment advisor to various investment companies registered under Section 8 of the
Investment Company Act of 1940. Such amendment further states that (a) FMR has sole voting power over 2,200,500
shares, shared voting power over no shares, sole dispositive power over 18,792,952 shares, and shared dispositive power
over no shares; (b) Mr. Johnson has neither sole nor shared voting power over any shares, sole dispositive power over
18,792,952 shares, and shared dispositive power over no shares; (c) Ms. Johnson has neither sole nor shared voting power
over any shares, sole dispositive power over 18,792,952 shares, and shared dispositive power over no shares and
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(d) Fidelity has sole voting power over 11,614,794 shares, shared voting power over no shares, sole dispositive power over
no shares, and shared dispositive power over no shares. The address of FMR is 245 Summer Street, Boston,
Massachusetts 02210.

(3) According to a Schedule 13G/A filed with the SEC on February 10, 2015 by The Vanguard Group (“Vanguard”). Vanguard is
the beneficial owner of 7,728,166 and has sole voting power with respect to 167,400 shares, sole dispositive power with
respect to 7,571,966 shares and shared dispositive power with respect to 156,200 shares. The address of Vanguard is 100
Vanguard Boulevard, Malvern, Pennsylvania 19355.

(4) According to a Schedule 13G/A filed with the SEC on February 2, 2015 by BlackRock, Inc. (“BlackRock”). BlackRock is the
beneficial owner of 7,108,991 shares and has sole voting power with respect to 6,841,607 shares and sole dispositive power
with respect to 7,108,991 shares. The address of BlackRock is 55 East 52nd Street, New York, New York 10022.

(5) Consists of (i) 14,132 shares held by Dr. Welch; (ii) 277,966 shares held by The Welch Family Trust dated 4/3/96;
(iii) 319,493 shares held by LRFA, LLC, a limited liability company of which Dr. Welch is the sole managing member;
(iv) 180,000 shares held by The Welch Group, L.P., a limited partnership of which Dr. Welch is the general partner;
(v) 553,750 shares held by SEI Private Trust Company, Trustee of The Welch Family Heritage Trust I u/l dated 9/24/01; and
(vi) 2,500 shares held by Dr. Welch as trustee for his children. Dr. Welch disclaims beneficial ownership of the shares held in
trust for his children.

(6) Consists of (i) 35,234 shares held by Mr. Hooshmand; and (ii) 13,333 shares held by 2002 Hooshmand Family Trust UA
03/01/2002.

(7) Consists of (i) 39,562 shares held by Mr. Redfield; and (ii) 29,439 shares held by The Carl Redfield Trust 2000 dated
10/18/00.
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COMPENSATION DISCUSSION AND ANALYSIS

This Compensation Discussion and Analysis provides information related to the fiscal 2014 compensation
program and related decisions for the NEOs identified below. For fiscal 2014, these individuals were:

• Thomas J. Fallon, our CEO;

• David F. Welch, Ph.D., our President;

• Brad Feller, our CFO;

• Robert J. Jandro, our Senior Vice President, Worldwide Sales;

• James L. Laufman, our Senior Vice President, General Counsel and Secretary; and

• Ita M. Brennan, our former CFO.

Fiscal 2014 Management Changes. Ms. Brennan terminated her employment with us in February 2014.
Mr. Feller began his employment with us as Senior Vice President in January 2014 and was appointed as our CFO
effective in March 2014. Alastair A. Short, our former Senior Vice President, General Counsel and Secretary,
terminated his employment with us in August 2014. We hired Mr. Laufman to serve as our Senior Vice President,
General Counsel and Secretary in October 2014.

Executive Summary

Our executive compensation program is designed to balance near-term results with long-term success and to
encourage employees to continue to build value through innovation and execution. To fulfill this mission, we have a
“pay-for-performance” compensation philosophy that forms the foundation for all decisions regarding executive
compensation made by the Compensation Committee. In addition, we are committed to equity-based pay practices,
which help insure alignment of executives’ and employees’ interests with the interests of our stockholders.

Fiscal 2014 Business Highlights

Our financial results for fiscal 2014 reflect a year of winning footprint, building strong relationships with our
customers, and increasing profitability. We continued to gain strong market acceptance of our Intelligent Transport
Network and the Infinera DTN-X platform. Highlights included:

• Revenue was $668.1 million in fiscal 2014, a 23% increase compared to fiscal 2013, marking the second
consecutive year where we have grown significantly faster than the overall dense wavelength division
multiplexing market.

• Non-GAAP gross margin was 44.0% in fiscal 2014 as compared to 41.6% in fiscal 2013 and 37.9% in
fiscal 2012, demonstrating the leverage we have achieved from our vertical integration and the value
proposition of our Intelligent Transport Network.

• Non-GAAP operating income was $55.7 million in fiscal 2014 as compared to a non-GAAP operating
income of $7.8 million in fiscal 2013 and a non-GAAP operating loss of $41.2 million in fiscal 2012.

The following tables illustrate the growth in our revenue and shift to non-GAAP profitability over the last three
fiscal years (in millions):
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(1) For a reconciliation of GAAP to Non-GAAP Gross Profit, Gross Margin and Operating Income (Loss) for fiscal years 2014,
2013 and 2012, please see Appendix A to this Proxy Statement.

25



Throughout the year, a steady flow of customers adopted the Infinera DTN-X platform to address their 100
Gigabits per second needs. Since its introduction in mid-2012, we have sold the Infinera DTN-X platform to 59
customers, representing a broad array of service providers including Tier 1 and Tier 2 telecommunications service
providers, Internet content providers, cable operators, wholesale and enterprise carriers, research and education
institutions, and government entities. We continued to demonstrate excellent financial performance on a year-over-
year basis and achieved substantially all of our operational goals, which resulted in our NEOs earning higher
levels of performance-based compensation under our variable compensation programs.

Providing value and return to our stockholders is central to our compensation philosophy.

1-Year TSR 3-Year TSR 5-Year TSR

52%

19%

33%

Infinera

Annualized 1-Year, 3-Year and 5-Year Total Stockholder Return

S&P N. American Multimedia Networking Index

13% 11%
8%

Fiscal 2014 Executive Compensation Program Design Highlights

Our executive compensation program for fiscal 2014 reflects our performance results and the continued
strong alignment of the interests of our executive officers with those of our stockholders. Highlights of our
executive compensation program for fiscal 2014 were:

• The majority of our CEO’s fiscal 2014 target total direct compensation was in equity.

• 66% of our CEO’s target total direct compensation was in equity, which links our CEO’s
compensation directly to the value of our common stock. In fiscal 2014, our CEO received a PSU
award for 160,330 shares of our common stock and a RSU award for 106,880 shares of our common
stock. Target total direct compensation consists of base salary, target cash incentive opportunity and
target equity incentive compensation.

Base Salary, 15%

Target Cash
Incentive, 19%

FY14 TDC: CEO

Target Equity
Incentive, 66%

• The majority of our CEO’s fiscal 2014 target total direct compensation and target equity

compensation were at risk.

• 56% of our CEO’s target total direct compensation was completely at risk based on our
performance against measurable performance objectives set forth under the 2014 Bonus Plan and
PSU awards.

• 56% of our CEO’s target equity compensation was in PSU awards. The PSU awards are 100%
subject to risk of forfeiture based on our relative TSR performance over three performance periods
against the S&P Networking Index.
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• Our fiscal 2014 PSU awards included rigorous performance requirements. To support our pay-for-
performance philosophy and further emphasize the importance of creating long-term stockholder value,
our fiscal 2014 PSU awards contain several features we consider to be best practices:

• Sustained performance requirement. To earn the maximum number of shares under the PSU
awards, which is 150% of target shares, our TSR must exceed that of the S&P Networking Index by
25 points or more as calculated on each of the three separate measurement points (coinciding with
the end of our fiscal 2014, 2015 and 2016).

• Steeper downside slope. PSU awards are reduced one and one-half times faster if our TSR
underperforms the S&P Networking Index (3-to-1 downside) than they are increased if our TSR
outperforms the S&P Networking Index (2-to-1 upside). For example, if we underperform the S&P
Networking Index by 10 points of TSR, 70% of the target PSU awards would be earned. If we
outperform the S&P Networking Index by 10 points of TSR, 120% of the target PSU awards would be
earned.

• Additional award cap. Regardless of our performance versus the S&P Networking Index, PSU
awards are capped at 50% of target for any period in which our TSR is negative. Therefore, even if
we significantly outperform the S&P Networking Index in challenging market conditions, our PSU
awards provide only modest rewards unless incremental stockholder value is created.

Fiscal 2014 Executive Compensation Program Payout Highlights

Our fiscal 2014 payouts reflect our strong performance. As indicated above, our executive compensation
program strives to align the compensation outcomes for our NEOs with performance against measurable
objectives. The tables below summarize the results of key performance metrics that included fiscal 2014 as some
or all of the performance measurement period under our 2014 Bonus Plan and PSU awards.

Our fiscal 2014 revenue and non-GAAP operating income results demonstrated significant growth over fiscal
2013 and exceeded the maximum levels established under our fiscal 2014 Bonus Plan, resulting in the maximum
funding for the financial component at 150%.

Fiscal 2013
Actual Results

Fiscal 2014 Financial Performance
Funding as
% of TargetMetric Target Maximum Actual

Revenue ($MM) . . . . . . . . . . . . . . . . . . . . . $544.1 $ 600 $ 652 $668.1
150%

Non-GAAP Operating Income ($MM) . . . $ 7.8 >$ 15 >$ 32 $ 55.7

As of the end of fiscal 2014, we had two outstanding PSU performance cycles that measure our TSR against
that of an independently constituted market index. As summarized in the table below, we continued to outperform
both the S&P Networking Index (fiscal 2014 PSU awards) and the Telecomm Index (fiscal 2013 PSU awards),
which resulted in maximum payouts (150% of target) for the performance cycles that concluded at the end of our
fiscal 2014. The outstanding PSU award granted in fiscal 2012 failed to meet the non-GAAP operating profit target
of $60 million for fiscal 2014 and the remaining shares under this award were cancelled for Mr. Fallon and
Dr. Welch.

Year of
Grant Benchmark

Applicable
Measurement

Period

% of Target
Award Tied
to Period

Performance Comparison
Payout as % of

Target
(2-for-1 upside,

150% max)
Infinera %
Change

Index %
Change

Infinera
Minus Index

2014 S&P Networking Index(1)(2) ~1-year 33% + 65% + 8% + ~57 points 150%
2013 Telecomm Index(1)(2) ~2-years 33% +128% +30% + ~98 points 150%

(1) Performance is calculated using a 60-day average closing stock price and index value leading up to and including the grant
date and at the end of the performance period.

(2) One-third of the target award is measured at the end of the first, second and third fiscal years after the grant date.
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Governance of Executive Compensation

Our executive compensation program reflects our core executive compensation governance principles and
practices, including the following:

• Executive Clawback Policy. We maintain an executive clawback policy that applies to our Section 16
Officers relating to reimbursement of incentive compensation under specified circumstances as set forth
in the policy.

• Anti-Hedging Policy. Our insider trading policy prohibits all employees, including our NEOs, from hedging
their Infinera common stock.

• No Pledging of our Common Stock by NEOs. In fiscal 2014 we revised our insider trading policy to
prohibit our NEOs from pledging our common stock as collateral for a loan.

• Fully Independent Compensation Committee. Our executive compensation program is reviewed annually
by the Compensation Committee, which consists solely of independent directors.

• Stock Ownership Policy. Our Section 16 Officers and Board members are subject to minimum stock
ownership requirements as described below in the section entitled “Compensation Discussion and
Analysis—Additional Information Regarding Our Compensation Practices—Stock Ownership Policy.”

• No Guaranteed Bonuses. We do not provide any guaranteed bonuses for any of our executive officers
with the exception of sign on bonuses that may be negotiated as part of an executive officer new hire
package.

• No Tax Gross-Ups. We do not have any arrangements providing for tax “gross-ups” of any compensation
elements with any of our executive officers.

• “Double-trigger” Change of Control Arrangements. Our change of control agreements contain “double-
trigger” arrangements that require a termination of employment without cause or a constructive
termination of employment following a change of control of Infinera before payments and benefits are
triggered.

• Annual Compensation Risk Assessment. The Compensation Committee annually conducts a
compensation risk assessment to determine whether our compensation arrangements, or components
thereof, create risks that are reasonably likely to have a material adverse effect on Infinera (as set forth in
the section entitled “Risk Assessment of Compensation Practices” above).

• No Executive Perquisites. Our executive officers are only eligible to receive the same benefits and
perquisites as our other salaried employees.

• Independent Compensation Consultant Reporting Directly to Compensation Committee. The
Compensation Committee relies upon input from an independent compensation consultant that is
retained directly by the Compensation Committee.

Advisory Vote on Fiscal 2013 Named Executive Officer Compensation—“Say-on-Pay” Vote

In calendar 2014, stockholders were provided with the opportunity to cast an advisory (non-binding) vote (a
“Say-on-Pay”) on the compensation of our NEOs for fiscal 2013. Our stockholders overwhelmingly approved our
Say-on-Pay vote that occurred in calendar 2014 for fiscal 2013 NEO compensation, with over 96% of votes cast
voting in favor of our Say-on-Pay proposal. For fiscal 2014, we retained our general approach to our executive
compensation program, with a continued emphasis on rewarding our executive officers through compensation if
they deliver value for our stockholders. The Compensation Committee welcomes input from our stockholders, as
well as the outcome of our annual Say-on-Pay vote, when making executive compensation program decisions.
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Overview of our Executive Compensation Program Philosophy and Process

Compensation Objectives and Philosophy

Our executive compensation program is designed to attract, retain, and reward talented executive officers and
to motivate them to pursue our corporate objectives, while fostering the creation of long-term value for our
stockholders. To achieve this mission, we take a “pay-for-performance” approach that forms the foundation for the
design of our executive compensation program. The Compensation Committee also designs the various
components of our executive compensation program to support our company culture (i.e., increasing levels of
accountability through the use of “at risk” pay for more senior employees), the internal environment relative to
industry conditions, current business priorities and strategy and product development cycles.

Compensation-Setting Process Roles

Role and Authority of Compensation Committee. The Compensation Committee is responsible for our
executive compensation program and all related policies and practices. The Compensation Committee has the
responsibility to review and approve the compensation of each of our executive officers, including the NEOs. In
addition, the Compensation Committee reviews, approves and administers our material compensation, equity and
employee benefit plans and programs, which are generally available to our employees, including the NEOs. The
Compensation Committee also has the authority to engage its own advisors to assist it in carrying out its
responsibilities, and the reasonable compensation for such advisor services is paid by Infinera.

Role of Compensation Consultant. During fiscal 2014, the Compensation Committee engaged the services of
Compensia, Inc. (“Compensia”). Compensia provided the Compensation Committee with an analysis of
competitive market data regarding our NEO compensation relative to our industry sector, information on
compensation trends, peer group and general market data, as well as assistance with base salary, incentive plan
design and the structure of our executive compensation programs. The Compensation Committee selected
Compensia to report directly to the Compensation Committee. Compensia interacted with management at the
direction of the Compensation Committee but did not provide any other services for Infinera or its management
team in fiscal 2014. Compensia’s fees were paid by Infinera. The Compensation Committee annually reviews the
independence of its compensation consultant and during fiscal 2014 it determined that there were no conflicts of
interest in connection with Compensia’s work.

Roles in Determination of CEO Compensation. Our compensation consultant provides market data and
considerations for the Compensation Committee to evaluate in relation to the amount and form of our CEO’s
compensation. As part of this process, the Compensation Committee considers input from the Board and feedback
from the Chairman of the Board in particular. While the Compensation Committee considers the feedback or
recommendations it receives, all decisions regarding our CEO’s compensation are made by the Compensation
Committee or by the Board based on its own judgment and the interests of our stockholders, in executive sessions
excluding our CEO.

Role in Determination of non-CEO Compensation. As a result of his close working relationship with each of
the other NEOs, our CEO is asked to provide his assessment of their performance to the Compensation
Committee. Our CEO is assisted by our Vice President of Human Resources in making these assessments. Our
CEO then presents his performance assessment and makes formal recommendations to the Compensation
Committee regarding adjustments to base salary, annual cash incentive award opportunities and equity awards for
our executives (other than himself). While the Compensation Committee considers the recommendations of our
CEO in determining compensation for the other NEOs, its decisions are based on its own judgment and the
interests of our stockholders. None of the NEOs makes any recommendations regarding his own compensation
and, with the exception of our General Counsel, in his role as secretary of the meeting, none of the executive
officers is present at meetings in which his compensation is determined.

Executive Compensation Elements

We provide base salaries to attract, retain and motivate our executive officers for their day-to-day
contributions, annual incentive cash compensation to link payments to the achievement of our annual financial
and/or operational performance, and long-term equity-based incentive compensation to align the interests of our
executive officers with that of our stockholders and provide significant motivational and retention value to our
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executive officers. These are the key elements of our executive compensation program. We believe each is
necessary to attract, retain and motivate our executive officers, on whom our success largely depends. In addition,
we also provide employee benefits that are generally available to all our employees including our NEOs, and
certain severance and “double-trigger” change of control payments and benefits as part of our executive
compensation program as described further below.

Allocation of Compensation across Pay Elements

In determining how we allocate an NEO’s target total direct compensation opportunity among these various
elements, we seek to remain market competitive while emphasizing compensation elements that reward
performance against measures that we believe correlate closely with increases in long-term stockholder value.
Equity awards, which for fiscal 2014 consisted of RSU awards and PSU awards, represent a large component of
our NEOs’ target total direct compensation opportunity in order to encourage sustained, long-term performance
and ensure alignment of the interests of our NEOs and our stockholders. Consistent with our pay-for-performance
approach, a significant portion of our NEOs’ fiscal 2014 target total direct compensation opportunity was
completely at-risk, including 56% of our CEO’s total target direct compensation opportunity. We believe this
emphasis on equity and variable, at-risk compensation is appropriate because our NEOs have the greatest
influence on our performance over time.

The following charts show our mix of target total direct compensation for fiscal 2014 for our CEO and other
NEOs as a group:

Base Salary
15%

Target Bonus
19%

FY14 Mix of Pay: CEO

Time-Based RSUs
29%

Perf.-Based RSUs
37%

Target Bonus
24%

Perf.-Based RSUs
18%

FY14 Mix of Pay: Other NEO Average(1)

Base Salary
27%

Time-Based RSUs
31%

(1) The average fiscal 2014 mix of pay for our NEOs other than our CEO excludes compensation for Messrs. Feller and
Laufman, who were both hired during the fiscal year.

Competitive Positioning

In making compensation decisions for our executive officers (other than our President), the Compensation
Committee reviews and analyzes competitive market practices using data drawn from a group of peer companies
and the Radford Global Technology survey. In the case of our President, given the limited number of relevant data
points available from the peer group, the Compensation Committee relies largely on survey data from Radford.
The Compensation Committee reviews the group of peer companies annually and updates its composition as
necessary to take into account changes in both our business and the businesses of the peer group companies.
The compensation peer group used in helping to design the fiscal 2014 executive compensation program was
developed in May 2013, using the following targeted selection criteria:

• Industry: companies in the communications equipment or related industry segments;

• Annual Revenue: $200 million to $800 million;

• Market Capitalization: $200 million to $2 billion; and

• Number of Employees: 600 to 2,400.

In addition to these criteria, the Compensation Committee considered each potential peer company’s revenue
growth rates, primary location and whether the potential peer company included Infinera in its compensation peer
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group. The Compensation Committee also considered whether a potential peer company was selected as a peer
company of Infinera by one of the major proxy advisory groups. Given the limited number of companies directly
comparable to us from a business perspective and the wide range of factors under consideration, not all peer
companies satisfy all of the selection criteria.

The compensation peer group established for setting compensation at the beginning of fiscal 2014 consisted
of the following 19 companies:

ADTRAN, Inc. IPG Photonics Corporation
Aruba Networks, Inc. Ixia
Calix, Inc. NeoPhotonics Corporation
Ciena Corporation NETGEAR, Inc.
Coherent, Inc. Riverbed Technology, Inc.
Emulex Corporation ShoreTel, Inc.
Extreme Networks, Inc. Sonus Networks, Inc.
Finisar Corporation Symmetricom, Inc.
Harmonic Inc. ViaSat, Inc.
InterDigital, Inc.

Given that not all of the peer companies report data for a position comparable to each of our NEOs, the
Compensation Committee also reviewed market data derived from the Radford Global Technology survey with
annual revenues between $200 million and $1 billion. Where both data sets were available, the Compensation
Committee reviewed market data that was blended from the compensation peer group and the Radford survey.
The Compensation Committee did not review the individual companies comprising the survey data. In this
discussion, where we refer to “market” levels of pay and the “market group,” we are referring to the combined
compensation peer group and survey data described above that were then in effect and applicable to the NEOs.

In June 2014, the Compensation Committee reviewed the compensation peer group based on updated
information from Compensia, in generally the same manner as described above. This resulted in the removal of
NeoPhotonics (fell below the targeted range for market capitalization) and Symmetricom (acquired) from the peer
group and the addition of Plantronics and QLogic (both of which fell within the targeted range for revenue and
market capitalization). Data collected from this updated compensation peer group was considered in negotiating
and determining Mr. Laufman’s initial compensation in connection with his appointment as our Senior Vice
President and General Counsel in October 2014.

Use of Market Data

For its fiscal 2014 compensation decisions, the Compensation Committee continued to adopt a more holistic
and flexible approach in its use of market data than it had taken prior to fiscal 2013. While the Compensation
Committee continued to review and reference market data, the data generally was limited to enabling the
Compensation Committee to be informed of market practices to ensure that our executive compensation program
remains competitive, and such data was particularly informative in the context of setting compensation for new
hires. In addition to the market data, several other factors were taken into account in setting the amount of each
executive’s compensation elements. These factors included:

• Recruitment, retention and historical factors. Historically, several of our longer-tenured executives
have received base salaries significantly below market levels and have received variable compensation
opportunities that were at or above market levels. The Compensation Committee’s goal was to set all
elements of compensation competitively, using a balanced approach that does not use rigid percentiles to
target pay levels for each compensation element, but instead evaluates market data from a variety of
perspectives, making its compensation decisions based on a variety of relevant factors, including those
listed below.

• Lack of directly comparable data for some of our key roles. Compensation data for some of our key
positions (i.e., President) are often not explicitly reported by companies in our compensation peer group
or survey data. This results in limited sample sizes and/or inconclusive data that can be misleading if
targeting a specific percentile for market positioning.
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• Market positioning may be distorted by the source of the data. Certain elements of compensation
reported from one source can be consistently lower than the data collected from another, given
differences in methods used to collect market data. Targeting pay levels at specific percentiles of this
data could have resulted in outcomes that did not align with the internal value of various roles at Infinera.

• Desire to account for other factors not captured in the market data. As outlined below, the
Compensation Committee also considered several qualitative factors that were not necessarily reflected
in the market data.

Relevant Qualitative Factors

In addition to our uses of competitive market data as described above, the Compensation Committee
considers a range of subjective and qualitative factors when making compensation decisions, including:

• The role the executive officer plays and the importance of such individual to our business strategy and
objectives;

• Each executive officer’s tenure, skills and experience;

• The responsibilities and particular nature of the functions performed or managed by the executive officer;

• Our CEO’s recommendations and his assessment of the executive officer’s performance (other than his
own performance);

• The value of unvested equity awards held by each executive officer and in comparison to other members
of our executive team and senior employees;

• The impact of our compensation decisions on key financial and other metrics such as our equity award
burn-rate;

• Our overall performance as compared to internal plans and external benchmarks;

• The potential impact on stockholder dilution of its compensation decisions relative to peers and historical
practices;

• Internal pay equity across the executive team; and

• Competitive labor market pressures and the likely cost, difficulty and impact on our business and strategic
objectives that would be encountered in recruiting a replacement for the role filled by each of our
executive officers.

The Compensation Committee does not assign relative weights or rankings to any of these factors and does
not solely use any quantitative formula, target percentile or multiple for establishing compensation among the
executive officers or in relation to the market data. Instead, the Compensation Committee relies upon its members’
knowledge and judgment in assessing the various qualitative and quantitative inputs it receives regarding each
individual and makes compensation decisions accordingly.

Relevant Factors Related to Individual Executives

With respect to determining fiscal 2014 executive compensation, in addition to the foregoing, the
Compensation Committee broadly considered the following:

• Mr. Fallon has served as our CEO since January 2010 and as a member of the Board since July 2009.
He also served as our President from January 2010 through June 2013. The Compensation Committee
believes that Mr. Fallon has continued to demonstrate considerable leadership and strategic direction in
managing Infinera and our executive team during his time as CEO. In addition, the Compensation
Committee believes that Mr. Fallon has provided Infinera with significant institutional and industry
knowledge, as well as key oversight of corporate strategy and management development. The
Compensation Committee also considered that certain elements of Mr. Fallon’s compensation, such as
his base salary, had been set at below market levels for several years. In fiscal 2013, the Compensation
Committee began to increase Mr. Fallon’s base salary, consistent with its desire to move his target total
cash compensation closer to the market median and to recognize him for his significant contributions to
Infinera.
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• Mr. Feller assumed the role of CFO in March 2014. At the time of Mr. Feller’s hire, the Compensation
Committee reviewed market data for his position. His base salary, target bonus opportunity and initial
equity awards were approved at levels that the Compensation Committee believed were necessary to
recruit him to join Infinera and that were deemed to be appropriate in light of his experience.

• Dr. Welch is a co-founder of Infinera, has served as our President since June 2013, and has served as a
member of the Board since October 2010. The Compensation Committee believes that Dr. Welch has
added significant value in supervising and managing our product marketing, corporate marketing,
business development, network strategy, product line management, product architecture, network
systems analysis and systems engineering organizations. In particular, his experience, knowledge and
deep technical understanding of the optical network industry enabled Dr. Welch, among other things, to
successfully align our product development initiatives with our marketing and sales strategies.

• Mr. Jandro has served as our Senior Vice President, Worldwide Sales, since May 2013. Mr. Jandro has
over 25 years of experience in the telecommunications and software industries. Since joining Infinera,
Mr. Jandro has focused his team on building a strong flow of orders from current customers, as well as
expanding opportunities with new customers and markets.

• Mr. Laufman has served as our Senior Vice President and General Counsel since October 2014.
Mr. Laufman brings to Infinera his many years of experience as a General Counsel for technology
companies, working with boards of directors and senior management. The goal with respect to his role is
to continue to provide effective leadership through a cost effective, responsive and professional legal
organization. At the time of Mr. Laufman’s hire, and as discussed above in the section entitled
“Competitive Positioning,” the Compensation Committee reviewed market group data for his position. His
base salary, target bonus opportunity and initial equity award were approved at levels that the
Compensation Committee believed were necessary to recruit him to join Infinera and that were deemed
to be appropriate in light of his experience.

• Ms. Brennan served as our CFO from June 2010 until February 2014. Ms. Brennan announced her
decision to leave Infinera in October 2013 and no additional compensation decisions were made for her
with respect to fiscal 2014 compensation. Ms. Brennan did not receive any additional severance
payments upon her departure. Ms. Brennan entered into a consulting agreement with Infinera from
March 1, 2014 until August 1, 2014 that allowed her outstanding equity to continue to vest until the
consulting agreement terminated on August 1, 2014.

Fiscal 2014 Compensation

Base Salaries

In January and February 2014, the Compensation Committee reviewed the base salaries for fiscal 2014 for
each of the then-employed NEOs (other than Ms. Brennan who had already indicated her intention to depart). At
this time, the Compensation Committee approved an increase to Mr. Fallon and Dr. Welch’s base salaries but
made no adjustment to the base salary for Mr. Jandro. Given that historically, our CEO’s salary generally had been
below market levels, and after taking into consideration Mr. Fallon’s significant contributions and strong leadership
during fiscal 2013, the Compensation Committee determined that a 25% increase in his salary was appropriate in
order to maintain competitiveness with market practices and to recognize his performance during the year.
Messrs. Feller and Laufman’s base salaries were established at the time they joined us.

The following table shows the annual base salary for each of our NEOs for fiscal 2013 and fiscal 2014:

Name
Fiscal 2013

Annual Base Salary
Fiscal 2014

Annual Base Salary

Thomas J. Fallon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $375,000 $468,750
Brad Feller(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $360,000
David F. Welch, Ph.D. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $360,000 $375,000
Robert J. Jandro . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $350,000 $350,000
James L. Laufman(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — $325,000
Ita M. Brennan(3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $325,000 $325,000

(1) Mr. Feller’s base salary was set as part of his new hire package. His actual fiscal 2014 base salary was prorated based on
his length of service during fiscal 2014.
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(2) Mr. Laufman was employed by us during fiscal 2014 following his hire in October 2014. His actual fiscal 2014 base salary
was prorated based on his length of service during fiscal 2014.

(3) Ms. Brennan served as CFO until February 2014. Her resignation was announced in October 2013.

Performance-Based Incentive Cash Compensation (2014 Bonus Plan)

Target Bonuses. For fiscal 2014, the Compensation Committee reviewed the target bonus opportunities
(which are expressed as a percentage of base salary) for Mr. Fallon, Dr. Welch and Mr. Jandro, but did not make
any adjustments to these amounts. Messrs. Feller and Laufman’s target bonus opportunities were established at
the time they joined us. The following table shows the target bonus opportunities (as a percentage of base salary)
for each of the NEOs for fiscal 2013 and fiscal 2014:

Name

Fiscal 2013
Target Bonus

(as a percentage
of base salary)

Fiscal 2014
Target Bonus

(as a percentage
of base salary)

Thomas J. Fallon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 125% 125%
Brad Feller . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 60%
David F. Welch, Ph.D. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80% 80%
Robert J. Jandro . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100% 100%
James L. Laufman(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — —
Ita M. Brennan(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65% —

(1) At the time of Mr. Laufman’s hire in October 2014, his target bonus opportunity was set at 60% of his base salary. However,
given his start later in the fiscal year, Mr. Laufman was not eligible to participate in the 2014 Bonus Plan.

(2) Ms. Brennan served as CFO until February 2014 at which time her employment terminated. Accordingly, she was not
eligible to participate in the 2014 Bonus Plan.

Bonus Plan Design. In February 2014, the Compensation Committee approved the 2014 Bonus Plan and set
the funding criteria for all eligible employees, including the NEOs. Bonuses under the 2014 Bonus Plan for
participating NEOs were funded based on our performance against a mix of financial objectives (weighted at 80%)
and operational objectives (weighted at 20%) as discussed below. For fiscal 2014, the Compensation Committee
determined that NEOs would not be eligible for a mid-year bonus payout to emphasize full year fiscal performance
and to align better with our annual operating plan.

The plan also contained an individual performance component as it related to NEOs that could adjust bonus
payouts by a factor of 75% to 125% of the funded amount. The CEO was responsible for reviewing the individual
performance of each NEO (other than himself). The Compensation Committee then had sole discretion to
determine any individual performance adjustments for each NEO and the final bonus payout for fiscal 2014.

The financial objectives involved our revenue and non-GAAP operating income, and were selected to focus
our NEOs on important and measurable financial measures and to align their interests with those of our
stockholders. The Compensation Committee believes that revenue growth is an essential component of the long-
term success and viability of Infinera. In addition, the Compensation Committee determined that a focus on
operating income would serve to make generating a return for stockholders a priority. For purposes of the 2014
Bonus Plan, “non-GAAP operating income” was calculated excluding non-cash stock-based compensation
expenses. For a reconciliation of GAAP to non-GAAP operating income for fiscal 2014, please see Appendix A to
this Proxy Statement.

For fiscal 2014, the threshold, target and maximum levels of performance required for the financial objectives
were as follows:

Financial Objectives
(weighted at 80% for NEOs)

Threshold
Performance

Target
Performance

Stretch
Performance

Maximum
Performance

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 565 million $ 600 million $ 625 million $ 652 million
Non-GAAP Operating Income . . . . . . . . . . . . . . . >$ 8 million >$ 15 million >$ 32 million >$ 34 million
Funding as a Percentage of Target . . . . . . . . . . . 40% 100% 125% 150%

• If performance attainment on either of the financial objectives was below the threshold, this would have
resulted in a 0% funding level as it related to the financial objectives.
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• For performance attainment below target (100%) but at or above the threshold (40%), the funding level
would be interpolated for revenue between $565 million and $600 million, so long as operating income
was greater than $8 million.

• For performance attainment below stretch (125%) but at or above target (100%) performance, the funding
level would be interpolated on a straight-line basis for revenue between $600 million and $625 million so
long as operating income was greater than $15 million.

• For performance attainment below maximum (150%) but at or above stretch (125%) performance, the
funding level would be interpolated on a straight-line basis for revenue between $625 million and $652
million so long as operating income was greater than $32 million.

• For performance attainment above maximum, funding was capped at 150%.

The Compensation Committee also determined that focusing on specific operational objectives was important
to measuring our success in fiscal 2014 and to supporting our objectives of creating long-term value for our
stockholders. The Compensation Committee approved the operational objectives listed below for the 2014 Bonus
Plan, which included (i) an important quality metric; (ii) three key technology development goals; and
(iii) attainment of key customer wins. Funding tied to the operating objectives was based upon the achievement as
determined by the Compensation Committee of each operating objective as (i) on track or ahead of schedule or
(ii) meets or exceeds quality metrics. No funding occurs for any operating objective that was behind schedule or
failed to meet quality target metrics. Funding was capped at 100% for the operational objectives.

Operational Objectives
(weighted at 20% for NEOs) Weighting

Maximum
Attainment

Quality: DOA rate—Line cards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20% 100%
Development: 100%

• Product development goal #1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20%
• Product development goal #2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10%
• Product development goal #3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10%

Key Wins: 100%
• 12 new Infinera DTN-X customers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25%
• Network deployment by a Tier 1 customer . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15%

Bonus Plan Payouts. The following table shows our actual performance with respect to each financial and
operational objective under the 2014 Bonus Plan:

Performance Measures Actual Performance

Financial Objectives (weighted at 80%)
Revenue for Fiscal 2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 668.1 million
Non-GAAP Operating Income for Fiscal 2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 55.7 million

Operational Objectives (weighted at 20%)
Quality . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Achieved
Development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Partially Achieved(1)

Key Wins . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Achieved

(1) We achieved two of the three development goals during fiscal 2014. For the development goal that was not achieved, the
eligible NEOs received no payout for this portion of the bonus.
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Upon review of the full fiscal 2014 actual financial and operational performance as compared to the pre-
established target levels, the Compensation Committee approved a payout to our NEOs based on the
achievement of the financial objectives at 150% of target performance and the operational objectives at 90% of
target performance. Consistent with past practice, no adjustments were made to the payouts of any of the NEOs,
including the CEO, based on individual performance. The following table sets forth the bonus payments for fiscal
2014 earned by our NEOs pursuant to the 2014 Bonus Plan.

Name
Fiscal 2014

Final Bonus Payout(1)

Thomas J. Fallon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $808,594
Brad Feller(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $285,796(3)

David F. Welch, Ph.D. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $414,000
Robert J. Jandro . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $483,000
Jim Laufman(4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —
Ita M. Brennan(5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —

(1) Bonuses were paid in March 2015.
(2) In addition to Mr. Feller’s payout under the 2014 Bonus Plan, Mr. Feller received a $30,000 sign-on bonus as part of his new

hire package.
(3) Given Mr. Feller’s hire after the start of the fiscal year, his bonus for fiscal 2014 was prorated based on his length of service

during the year.
(4) Mr. Laufman was hired in the fourth quarter of fiscal 2014. As a result, he was not eligible to participate in the 2014 Bonus

Plan.
(5) Ms. Brennan served as CFO until February 2014. Since she left Infinera prior to the end of the fiscal year, she was not

eligible to participate in the 2014 Bonus Plan.

Long-Term Equity-Based Incentive Compensation

Equity Compensation Design. Under the Infinera 2007 Equity Incentive Plan (the “2007 Plan”), the
Compensation Committee grants equity awards to eligible employees, including the NEOs. The Compensation
Committee periodically reviews our equity award grant practices and may make adjustments and policy changes
as it deems appropriate. In addition, in recent years, the Compensation Committee has moved to reduce our
annual aggregate equity utilization. This has been accomplished by limiting the group of employees eligible for
equity awards, by using a mix of RSU awards and PSU awards, and by reducing the size of the annual grants
made to employees, including the NEOs. While the Compensation Committee usually awards RSUs and PSUs to
NEOs, as part of his new hire package Mr. Feller received a stock option award.

The Compensation Committee believes that it is in the best interests of Infinera and our stockholders to grant
performance-based equity awards to senior employees, including the NEOs. It also believes that our performance-
based equity awards foster a more direct pay-for-performance culture and multi-year vesting schedules create
longer-term incentives that maintain alignment of the interests of our NEOs with those of our stockholders. The
NEOs are intended to benefit from these equity awards based on continued service to Infinera as well as our
sustained performance over time and the ability of our NEOs to impact the results that drive stockholder value.
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In determining the appropriate mix of such equity awards, the Compensation Committee considered how each
equity vehicle supports our compensation strategy as follows:

Type of Award Description Why It Is Used

RSU Awards • Provide the opportunity to
receive a specified number of
shares subject to the
participant’s continued
employment for a specified
period.

• Typically have a three-year or
four-year vesting period to
encourage a long-term
perspective and to encourage
key employees to remain at
Infinera.

• Supports retention and
succession planning.

• Provides a direct incentive for
future performance.

• Useful in recruiting new
executives.

PSU Awards • Provide the opportunity to
receive shares upon the
achievement of pre-established
performance objectives.

• If the threshold performance
level is not achieved, the entire
portion of the award tied to such
performance objective will be
forfeited.

• Supports pay-for-performance
philosophy and retention
efforts.

• Links compensation directly to
Infinera performance in areas
identified as important by the
Compensation Committee.

In February 2014, the Compensation Committee granted annual equity awards for fiscal 2014 in the form of
RSU awards and PSU awards to each of the then-employed NEOs (other than Ms. Brennan). In determining the
size of these annual equity awards, the Compensation Committee considered the factors described above in the
sections entitled “Use of Market Data,” “Relevant Qualitative Factors” and “Relevant Factors Related to Individual
Executives,” with particular attention to internal equity considerations, the potential dilutive impact of equity awards
and the amount and value of unvested equity awards held by each of the NEOs. The Compensation Committee
believed a combination of time-based and performance-based equity awards promote close alignment of the
interests of our NEOs with those of our stockholders. Messrs. Feller and Laufman received their equity awards in
connection with their new hire packages (as discussed below).

The following table sets forth the annual equity awards granted to each of the then-employed NEOs in
February 2014:

PSU Awards

Name RSUs Target Shares Maximum Shares

Thomas J. Fallon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 106,888 160,330 240,495
David F. Welch, Ph.D. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62,770 41,847 62,770
Robert J. Jandro . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40,619 27,079 40,618
Ita M. Brennan(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — —

(1) Ms. Brennan served as CFO until February 2014. She did not receive any equity awards in fiscal 2014.

The RSU awards are scheduled to vest in annual installments with one-third of the underlying shares vesting
on May 5 of each of 2015, 2016 and 2017, subject to each NEO’s continued service with us through each
applicable vesting date. Annual awards approved by the Compensation Committee for NEOs and other employees
in connection with our annual equity review typically vest annually over three years in equal installments.

The PSU awards can be earned based on our TSR performance relative to that of the S&P Networking Index.
The Compensation Committee selected relative TSR as the performance measure for the PSU awards because it
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believes that our relative TSR is an important indicator of our long-term success and closely aligns the interests of our
NEOs with those of our stockholders while also minimizing the dilutive effect of our equity awards if we underperform. In
choosing an appropriate comparator group, the Compensation Committee selected the S&P Networking Index based on
a review of its components, the relatively close correlation between our historical stock price movement and that of the
S&P Networking Index, as well as the relevance and importance of the telecommunications industry to our business.
The Compensation Committee believes that comparing our TSR performance to that of the S&P Networking Index will
provide an appropriate and meaningful measure of our performance against a reasonable and objective benchmark,
which at the time included nine of our peer companies. Further, the Compensation Committee believes that the S&P
Networking Index was a better performance measure than the Telecomm Index as the S&P Networking Index more
closely aligned with companies in our peer group and industry segment.

Our relative TSR is measured against the S&P Networking Index at three intervals for the PSUs granted in fiscal
2014, with one-third of each NEO’s target PSUs allocated to each of the three measurement periods. The table below
outlines the performance criteria used to determine the percentage of the fiscal 2014 PSU awards that would be earned
by our NEOs for various levels of TSR performance relative to the S&P Networking Index for each period.

Minimum Target Maximum Payment is capped at 50% if TSR is negative.
To earn the maximum number of PSU awards,
our TSR must be positive and at least 25
points higher than the S&P Networking Index
at each of the three measurement periods.

INFN TSR vs. Index . . . . . . . . . . . . . . . . . -33 points Match + 25 points
Payment as Percentage of Target . . . . . 0% 100% 150%
Slope . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 to 1 — 2 to 1

As shown above, for each point of positive TSR we deliver above the TSR for the S&P Networking Index, the
number of shares earned increases by 2% up to a maximum of 150% of the target award level. For each point of TSR
we deliver below the TSR for the S&P Networking Index, the number of shares earned decreases by 3% and can be
reduced to 0% of the target award level.

For purposes of calculating TSR performance for Infinera and the S&P Networking Index, the performance periods
are as follows:

(i) for the first performance period, the start price is the 60-day average (of our closing stock price or the index, as
applicable) leading up to and inclusive of February 25, 2014, and the end price is the 60-day average leading
up to and inclusive of the last day of fiscal 2014;

(ii) for the second performance period, the start price is the 60-day average leading up to and inclusive of
February 25, 2014, and the end price is the 60-day average leading up to and inclusive of the last day of fiscal
2015; and

(iii) for the third performance period, the start price is the 60-day average leading up to and inclusive of
February 25, 2014 and the end price is the 60-day average leading up to and inclusive of the last day of fiscal
2016.

Notwithstanding our TSR performance relative to the S&P Networking Index, if our TSR is negative for any
performance period, the payout will be capped at 50% of the target number of shares allocated to that period. PSU
awards will be forfeited upon failure to achieve the TSR threshold for the relevant period, with the exception that if any
shares allocated to the first and second performance periods would have otherwise vested but for the 50% cap imposed
by a negative TSR for that period, then with respect to the first performance period, those shares may vest based on
TSR performance for the second period criteria, or with respect to the second period, those shares may vest based on
TSR performance for the third period, respectively, provided in each case that for the applicable subsequent period, our
TSR is positive and results achieved are at or above 100% of target.

For similar awards measuring TSR against an appropriate index that may be awarded by the Compensation
Committee to executive officers for fiscal 2016 compensation, the Compensation Committee has determined to start the
measurement period using the 60-day average (of our closing stock price or the index, as applicable) leading up to and
inclusive of the last day of the fiscal year prior to the grant of the award.

38



PSU Results. For the initial performance period ended December 27, 2014, our TSR performance exceeded
the TSR performance of the S&P Networking Index by approximately 57 points. As a result, 150% of the target
number of shares subject to the PSU awards allocated to the initial performance period vested, as shown in the
table below:

PSU Summary for Initial Performance Period

Name Target Number of PSUs Actual Number of PSUs Vested

Thomas J. Fallon . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,444 80,166
David F. Welch, Ph.D. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,949 20,923
Robert J. Jandro . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,027 13,540

Outstanding PSU Awards Granted in Prior Fiscal Years. The table below provides information regarding
outstanding performance-based awards granted prior to fiscal 2014 that were eligible to vest in fiscal 2014,
including vesting conditions and number of shares vesting based on performance through fiscal 2014.

Name

Fiscal
Year of
Grant

Actual Number
of Shares

Vested For
Fiscal 2014

Performance
Period

(#)

Target
Number of

RSUs Granted
in Grant Year

(#)

Maximum Number
of Shares That
Could Vest For

Fiscal 2014
Performance

Period
(#)

Performance
Measure

Thomas J. Fallon . . . . . . . . . . . 2013 85,000 170,000 85,000 Relative TSR(1)

2012 — 175,000 87,500 Operating Profit(2)

David F. Welch, Ph.D. . . . . . . . 2013 37,500 75,000 37,500 Relative TSR(1)

2012 — 33,000 16,500 Operating Profit(2)

(1) In fiscal 2013, the Compensation Committee granted to the then-current NEOs a performance award that measures our TSR
against the TSR of the Telecomm Index. This performance award pays out at 150% if our TSR outperforms the Telecomm
Index by 25 points or more. Our TSR performance exceeded the TSR performance of this index by approximately 98 points
for the performance period measured. For the second performance period, the start price was the 60-day average (of our
closing stock price or the index value, as applicable) leading up to and inclusive of January 30, 2013 and the end price was
the 60-day average (of our closing stock price or the index value, as applicable) leading up to and inclusive of the last day of
fiscal 2014.

(2) In fiscal 2012, the Compensation Committee granted to the then-current NEOs a performance award based on certain
milestones related to the Infinera DTN-X and non-GAAP operating profit. The performance criteria related to the Infinera
DTN-X was established for fiscal 2013. The performance criteria that related to fiscal 2014 performance required us to meet
a non-GAAP operating profit target of $60 million for fiscal 2014. This performance criteria for fiscal 2014 was not met and
the remaining shares under this award were cancelled.

2014 New Hire Awards

Brad Feller. In connection with his hire in January 2014, Mr. Feller received an award of 166,297 RSUs. This
RSU award is scheduled to vest in annual installments with one-fourth of the underlying shares vesting on
February 5 of each of 2015, 2016, 2017 and 2018, subject to his continued service with us through each
applicable vesting date. In addition, Mr. Feller was granted an incentive stock option to purchase 25,000 shares of
common stock that vest as to 25% of the shares on the 12-month anniversary of his hire date and then as to 1/48th

of the shares each month thereafter, subject to his continued service with us through each applicable vesting date.
The size of these equity awards was determined as the result of arm’s length negotiations with Mr. Feller and
approved at the level that the Compensation Committee believed was necessary to recruit him to join Infinera.

James Laufman. In connection with his hire in October 2014, Mr. Laufman received an award of 94,607
RSUs. This RSU award is scheduled to vest in annual installments with one-fourth of the underlying shares vesting
on November 5 of each of 2015, 2016, 2017 and 2018, subject to his continued service with us through each
applicable vesting date. The size of this equity award was determined as the result of arm’s length negotiations
with Mr. Laufman and approved at the level that the Compensation Committee believed was necessary to recruit
him to join Infinera.
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Employee Benefits and Perquisites

Our NEOs do not receive any executive perquisites and are eligible to receive all the same benefits as
salaried employees except with respect to accrued paid time off (“PTO”), which Infinera and the Compensation
Committee believe are reasonable and consistent with its overall compensation objectives to better enable us to
attract and retain employees. These benefits include medical, dental, vision, and disability benefits, a 401(k) plan,
and other plans and programs, including the 2007 ESPP, made available to other eligible employees in the
applicable country of residence. We only recently began to provide a 401(k) plan match that began for fiscal 2015
that is applicable to all eligible participants, including NEOs. Employee benefits and perquisites are reviewed
periodically to ensure that benefit levels remain competitive, but are not included in the Compensation
Committee’s annual determination of the total compensation for each of our NEOs.

Starting in February 2014, U.S. employees at the Senior Vice President level and above, at any U.S. work
location, began participating in the “As Needed” PTO Program. Under this program, these employees may
schedule PTO as they see fit and as business necessity allows, although they must continue to meet all job
expectations and remain responsible for ensuring appropriate coverage for the time they will be out of the office.
Under this program, PTO does not accrue for these employees. Each of these employees covered by this program
received a payout of their accrued vacation in February 2014.

Additional Information Regarding Our Compensation Practices

Change of Control Benefits

The Compensation Committee considers maintaining a stable and effective management team to be essential
to protecting and enhancing the best interests of Infinera and its stockholders. Accordingly, the Compensation
Committee has entered into Change of Control Agreements (the “COC Agreements”) with certain vice president
level officers and above, including each of the NEOs, to encourage their continued attention, dedication and
continuity with respect to their roles and responsibilities without the distraction that may arise from the possibility or
occurrence of a change of control of Infinera. The COC Agreements for Messrs. Feller and Laufman were entered
into in January 2014 and October 2014, respectively, upon their hire.

An NEO will receive payments and benefits under his or her COC Agreement only if his or her employment is
terminated without “Cause,” or by him or her as a result of a “Constructive Termination” (as more fully described in
the section entitled “Estimated Payments and Benefits upon Termination, Change of Control or Death/Disability”
below), within 12 months following a Change of Control transaction. The Compensation Committee believes that
this “double-trigger” structure provides an appropriate balance between the corporate objectives described above
and the potential compensation payable to each NEO upon a Change of Control. The Compensation Committee
also believes that should Infinera engage in any discussions or negotiations relating to a Change of Control that
the Board believes is in the best interests of our stockholders, these COC Agreements will help to ensure that our
NEOs remain focused on the consummation of such potential transaction, without significant distraction or concern
regarding their personal circumstances, such as continued employment.

The following terms apply with respect to our NEOs if we undergo a Change of Control and the NEO’s
employment is terminated without Cause or as a result of a Constructive Termination within 12 months following
the Change of Control, subject to such individual entering into and not revoking a release of claims in our favor
within 60 days of the termination date:

• 100% of all outstanding equity awards will vest;

• The CEO will be paid a lump sum severance payment equal to two (2) times his annual base salary and
the other NEOs will be paid a lump sum severance payment equal to one and one-half (1.5) times their
annual base salary; and

• The CEO will be reimbursed for premiums under COBRA for a period of twenty-four (24) months and the
other NEOs will be reimbursed for premiums under COBRA for a period of eighteen (18) months.
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Severance Policy

In addition to the Change of Control payments and benefits discussed above, the Compensation Committee
has taken appropriate steps to provide competitive post-employment compensation arrangements that promote
the continued attention, dedication and continuity of members of our management team, including the NEOs, and
enable us to continue to recruit talented executives. Accordingly, the Compensation Committee has adopted an
executive severance policy, under which severance payments and benefits will become payable if the employment
of a member of our management team is terminated by us without Cause, subject to such individual entering into
and not revoking a release of claims in our favor:

• The CEO will be paid a lump sum severance payment equal to one and one-half (1.5) times his annual
base salary and the other NEOs will be paid a lump sum severance payment equal to one (1) times their
annual base salary; and

• The CEO will be reimbursed for premiums under COBRA for a period of eighteen (18) months and the
other NEOs will be reimbursed for premiums under COBRA for a period of twelve (12) months.

If an NEO’s employment with Infinera is less than one year, the amount of severance payable to such
individual will be equal to the lesser of (x) the base salary paid to such individual during his or her period of
employment, or (y) the severance amount set forth above.

Acceleration of Equity Awards upon Death or Disability. In addition, all awards granted under our equity
incentive plans permit accelerated vesting in the event of an employee’s death or terminal illness (with exceptions
in certain circumstances). Because we do not have any other policy with respect to severance payments or
benefits in the event of an employee’s death or disability, the Compensation Committee believes that in the event
of an employee’s death or terminal illness, it would be appropriate to provide the accelerated vesting of his or her
RSU awards, PSU awards and stock options.

The estimated payments and benefits that would be received by each NEO in connection with a qualifying
termination of employment are presented in the section entitled “Estimated Payments and Benefits upon
Termination, Change of Control or Death/Disability” below.

Equity Grant Policy

In 2007, the Compensation Committee approved a policy for the grant of equity awards. Under this policy, a
Subcommittee of the Compensation Committee has been delegated the authority to grant new hire, promotional
and annual retention equity awards to non-executive employees pursuant to certain pre-approved guidelines. This
Subcommittee is currently comprised of our CEO, General Counsel and Vice President of Human Resources.

The Subcommittee generally meets on the second Monday of each month to approve new hire and
promotional equity awards that are within pre-approved guidelines established by the Compensation Committee.
Annual performance equity awards for such non-executive employees are also scheduled to occur as part of the
monthly meetings of the Subcommittee.

The delegation to the Subcommittee does not include the authority to grant equity awards to new employees
who are or are reasonably expected to become Section 16 Officers or to current Section 16 Officers. All equity
award grants to Section 16 Officers and directors, as well as grants that are outside of the pre-approved
guidelines, must be made by the Compensation Committee.

Executive Clawback Policy

We maintain an Executive Clawback Policy that applies to our Section 16 Officers. Pursuant to this policy, the
Compensation Committee has the authority to seek:

• repayment of any cash incentive payment;

• cancellation of unvested, unexercised or unreleased equity incentive awards; and
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• repayment of any compensation earned on previously exercised or released equity incentive awards,

where such payments, equity incentive awards and/or compensation earned on previously exercised or
released equity incentive payments was predicated on financial results that were augmented by fraud,
embezzlement, gross negligence or deliberate disregard of applicable rules resulting in significant monetary loss,
damage or injury to Infinera (the “Excess Compensation”), whether or not such activity resulted in a financial
restatement. The Compensation Committee shall have sole discretion under this policy, consistent with any
applicable statutory requirements, to seek reimbursement for any Excess Compensation paid or received by the
Section 16 Officer or director for up to a 12-month period prior to the date of the Compensation Committee action
to require reimbursement of the Excess Compensation. Further, following a restatement of our financial
statements, we will recover any compensation received by the CEO and CFO that is required to be recovered by
Section 304 of the Sarbanes-Oxley Act of 2002.

For purposes of this policy, Excess Compensation will be measured as the positive difference, if any, between
the compensation earned by a Section 16 Officer or director and the compensation that would have been earned
by a Section 16 Officer or director had the fraud, embezzlement, gross negligence or deliberate disregard of
applicable rules resulting in significant monetary loss, damage or injury to Infinera not occurred.

Stock Ownership Policy

The Board believes that it is important to link the interests of our NEOs to those of our stockholders. Our
Stock Ownership Policy requires our Section 16 Officers (which includes each of our NEOs) to accumulate and
hold a minimum number of shares of Infinera common stock within three years of the later of (i) the effective date
of the policy or (ii) the date of appointment or promotion of the Section 16 Officer. As of the Record Date, each of
our Section 16 Officers and directors has either satisfied these ownership guidelines or had time remaining to do
so. The specific Infinera stock ownership requirements for our Section 16 Officers and directors as a multiple of
annual base salary (or cash retainer, in the case of directors) are as follows:

• CEO: 4x annual base salary
• President: 2x annual base salary
• CFO: 2x annual base salary
• Other NEOs: 1x annual base salary
• Non-employee Directors: 4x annual cash retainer

Shares that count towards satisfaction of this policy include: (i) shares owned outright by the Section 16
Officer or director or his or her immediate family members residing in the same household, (ii) shares held in trust
for the benefit of the Section 16 Officer or director or his or her family and (iii) vested, unexercised, in-the-money
option shares (the “spread” or “intrinsic value” of options). The value of a share is measured on the last day of the
fiscal year as the greater of (i) the closing price on the date of calculation or (ii) the purchase price actually paid by
the person for such share of Infinera common stock (for the avoidance of doubt the purchase price for RSU
awards, PSU awards and other similar full value awards is zero).

Anti-hedging Policy

Under our insider trading policy, we prohibit our employees, including our NEOs, from hedging the risk
associated with ownership of shares of Infinera common stock and other securities.

Anti-pledging Policy

Our insider trading policy prohibits our NEOs from pledging Infinera common stock as collateral for a loan.

Tax and Accounting Treatment of Compensation

Section 162(m) of the Internal Revenue Code limits the amount that we may deduct for compensation paid to
our CEO and to certain other of our most highly compensated executive officers (other than our CFO) to $1 million
per individual in any tax year, unless such compensation is exempt from the deduction limit. An exemption from
this deduction limit is available for various forms of “performance-based” compensation.
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While it cannot predict how the deduction limit may impact our executive compensation program in future
years, the Compensation Committee intends to maintain an approach to executive compensation that strongly
links pay to performance. While it has not adopted a formal policy regarding tax deductibility of compensation paid
to our CEO and certain other of our most highly compensated executive officers, the Compensation Committee
intends to consider tax deductibility under Section 162(m) as a factor in its compensation decisions. However, from
time to time, we may provide compensation or grant equity awards to our executive officers that may not be
deductible when, for example, we believe that such compensation is appropriate and in the best interests of our
stockholders.

We account for the equity compensation awarded to our executive officers and other employees under
ASC 718, which requires us to estimate and record an expense for each award of equity compensation over the
service period of the award. Accounting rules also require us to record cash compensation as an expense at the
time the obligation is incurred.

Compensation Committee Report

The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis with
management. Based on its review and discussions with management, the Compensation Committee has
recommended to the Board that the Compensation Discussion and Analysis be included in this Proxy Statement.

Compensation Committee

Mark A. Wegleitner, Chairman
Paul J. Milbury
Carl Redfield
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EXECUTIVE COMPENSATION TABLES

The following tabular information and accompanying narratives and footnotes provide all of the compensation
awarded to, earned by, or paid to the individuals who served as our principal executive officer, principal financial officer
and our three other highest paid executive officers during fiscal 2014. As previously noted, we refer to these executive
officers as our NEOs.

Fiscal 2014 Summary Compensation Table

Name and Principal Position Year
Salary

($)
Bonus

($)

Stock
Awards

($)(1)

Option
Awards

($)(1)

Non-Equity
Incentive Plan
Compensation

($)

All Other
Compensation

($)
Total

($)

Thomas J. Fallon . . . . . . . . . . . . . . 2014 468,029 — 2,036,202 — 808,594(2) 16,423(3) 3,329,248
CEO 2013 375,000 — 1,898,390 — 635,250(4) — 2,908,640

2012 300,000 — 2,626,800 — 18,750(4) — 2,945,550
Brad Feller(5) . . . . . . . . . . . . . . . . . . 2014 346,154 30,000(6) 1,499,999 96,323 285,796(2) 1,034(3) 2,259,306

CFO
David F. Welch, Ph.D. . . . . . . . . . . 2014 374,885 — 822,290 — 414,000(2) 31,774(3) 1,642,949

President 2013 355,308 — 1,433,280 — 390,298(4) — 2,178,886
2012 350,000 — 1,857,880 — 28,000(4) — 2,235,880

Robert J. Jandro . . . . . . . . . . . . . . . 2014 350,000 — 532,106 — 483,000(2) 11,068(3) 1,376,174
Senior Vice President,

Worldwide Sales
2013 207,338 — 1,303,200 — 280,162(4) — 1,790,700

James L. Laufman(7) . . . . . . . . . . . 2014 62,500 — 999,996 — — (8) 59(3) 1,062,555
Senior Vice President and

General Counsel
Ita M. Brennan(9) . . . . . . . . . . . . . . . 2014 56,250 — — — — 14,808(10) 71,058

former CFO 2013 325,000 — 946,920 — 286,286(4) — 1,558,206
2012 300,000 — 672,240 — 9,750(4) — 981,990

(1) The amounts reported in this column represent the aggregate grant date fair value of the listed equity awards, computed in
accordance with ASC 718. See Notes 2 and 13 of the notes to our consolidated financial statements contained in our 2014 Annual
Report on Form 10-K filed on February 18, 2015 for a discussion of all assumptions made by us in determining the ASC 718 values
of equity awards.

(2) The amounts reported in this column represent annual incentive cash awards earned under our 2014 Bonus Plan. For additional
information regarding our 2014 Bonus Plan, please see the section entitled “Fiscal 2014 Compensation—Performance-Based
Incentive Cash Compensation (2014 Bonus Plan)” in the Compensation Discussion and Analysis above.

(3) This amount represents the payment of accrued vacation time and life insurance premiums.
(4) These amounts represent payouts under our annual cash incentive plan.
(5) Mr. Feller began his employment as Senior Vice President of Finance on January 13, 2014 and was appointed CFO effective as of

March 1, 2014.
(6) Mr. Feller received a sign-on bonus in connection with his hiring on January 13, 2014.
(7) Mr. Laufman began his employment as Senior Vice President and General Counsel on October 20, 2014 and his base salary was

set at $325,000.
(8) Mr. Laufman was hired in the fourth quarter of fiscal 2014 and, as a result, he was not eligible to participate in the 2014 Bonus

Plan.
(9) Ms. Brennan resigned as CFO effective as of February 28, 2014. Ms. Brennan entered into a consulting agreement with Infinera

from March 1, 2014 until August 1, 2014 that allowed her outstanding equity to continue to vest until the consulting agreement
terminated on August 1, 2014.

(10) This amount represents the payment of accrued vacation time.
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(1) The closing price of our common stock as of the last trading day prior to our fiscal year-end, December 26, 2014, was
$14.91 per share, which was used as the value of our common stock in the calculations.

(2) This stock option grant is fully vested.
(3) The remaining unvested portion of this RSU grant vested in its entirety on February 5, 2015.
(4) This PSU grant entitled the NEO to receive shares of common stock based on the attainment of long-term strategic

objectives related to our Infinera DTN-X product and operating income levels. The PSUs vested as to 50% of the original
grant upon the achievement of $100 million in recognized revenue from our Infinera DTN-X product in fiscal 2013. The
performance criteria for the remaining 50% of the total grant (as indicated in the table above) were not met and the
remaining shares were cancelled.

(5) The remaining unvested portion of this RSU grant vests in its entirety on February 5, 2016, subject to continued employment
with Infinera.

(6) The PSU awards can be earned based on our TSR performance relative to that of the Telecomm Index as measured over a
period of three performance periods. For purposes of calculating TSR performance for Infinera and the Telecomm Index
under the PSU awards, the baseline value for our relative TSR calculations is the 60-day average closing price of our
common stock and the Telecomm Index leading up to January 30, 2013, which was the grant date of the awards. TSR for
Infinera and the Telecomm Index is then calculated by comparing the average closing price of our common stock and the
Telecomm Index to this baseline value for the final 60 days of our fiscal 2013, 2014 and 2015. This performance award pays
out at 150% if our TSR outperforms the S&P Networking Index by 25 points or more and 0% if our TSR underperforms the
S&P Networking Index by 25 points or more. The PSUs vested on February 5, 2015 as to 150% of the target shares upon
the achievement of the second performance period.

(7) The remaining unvested portion of this RSU grant vests in its entirety on May 5, 2017, subject to his continued employment
with Infinera.

(8) For a description of this PSU award, please see the section entitled “Fiscal 2014 Compensation—Long-Term Equity-Based
Incentive Compensation” in the Compensation Discussion and Analysis above.

(9) This option vests and becomes exercisable as to 1/4th of the underlying shares on January 13, 2015 and then 1/48th per
month thereafter, subject to his continued service to Infinera on each applicable vesting date.

(10) The remaining unvested portion of this RSU grant vests in its entirety on February 5, 2018, subject to his continued
employment with Infinera.

(11) The remaining unvested portion of this RSU grant vests in its entirety on December 31, 2014, subject to his continued
service to Infinera on each applicable vesting date.

(12) The remaining unvested portion of this RSU grant vests in its entirety on August 5, 2017, subject to his continued service to
Infinera on each applicable vesting date.

(13) The remaining unvested portion of this RSU grant vests in its entirety on November 5, 2018, subject to his continued service
to Infinera on each applicable vesting date.

(14) Ms. Brennan resigned as CFO effective as of February 28, 2014. Ms. Brennan entered into a consulting agreement with
Infinera from March 1, 2014 until August 1, 2014 that allowed her outstanding equity to continue to vest until the consulting
agreement terminated on August 1, 2014. No equity awards were outstanding as of the last day of fiscal 2014.
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Fiscal 2014 Option Exercises and Stock Vested Table

The following table sets forth the number of shares acquired and the value realized upon the exercise of stock
options and the vesting of RSU awards and PSU awards during fiscal 2014 by each of our NEOs.

Name

Number of Shares
Acquired on

Exercise
(#)

Value Realized
on Exercise

($)(1)

Number of Shares
Acquired on

Vesting
(#)

Value Realized
on Vesting

($)(2)

Thomas J. Fallon . . . . . . . . . . . . . . . . . . 300,000 1,538,645 221,667 1,824,319
Brad Feller . . . . . . . . . . . . . . . . . . . . . . . — — — —
David F. Welch, Ph.D. . . . . . . . . . . . . . . — — 166,499 1,466,677
Robert J. Jandro . . . . . . . . . . . . . . . . . . — — 30,000 267,000
James L. Laufman . . . . . . . . . . . . . . . . . — — — —
Ita M. Brennan(3) . . . . . . . . . . . . . . . . . . 321,594 385,949 87,458 719,779

(1) The value realized on the exercise date is based on the difference in the fair market value of our common stock on the
exercise date and the exercise price, and does not necessarily reflect the proceeds actually received by the NEO.

(2) The value realized on vesting is based on the fair market value of our common stock on the vesting date and does not
necessarily reflect the proceeds actually received by the NEO.

(3) Ms. Brennan resigned as CFO effective as of February 28, 2014. Ms. Brennan entered into a consulting agreement with
Infinera from March 1, 2014 until August 1, 2014 that allowed her outstanding equity to continue to vest until the consulting
agreement terminated on August 1, 2014.

Estimated Payments and Benefits upon Termination, Change of Control or Death/Disability

Change of Control Benefits

As discussed above in the “Compensation Discussion and Analysis—“Double-trigger” Change of Control and
Severance Policy” section, the terms below apply with respect to our NEOs if we undergo a Change of Control
transaction and the employment of the NEO is terminated without Cause or as a result of a Constructive
Termination within 12 months following the transaction, subject to the NEO entering into and not revoking a
release of claims in our favor within 60 days of the termination date:

• 100% of all outstanding equity awards will vest;

• The CEO will be paid a lump sum severance payment equal to two (2) times annual base salary and the
other NEOs will be paid a lump sum severance payment equal to one and one-half (1.5) times annual
base salary; and

• The CEO will be reimbursed for premiums under COBRA for a period of twenty-four (24) months and the
other NEOs will be reimbursed for premiums under COBRA for a period of eighteen (18) months.

Severance Policy

As discussed above in the “Compensation Discussion and Analysis—“Double-trigger” Change of Control and
Severance Policy” section, the Compensation Committee determined that Infinera shall pay severance to our
NEOs in the event the employment of the NEO is terminated by Infinera, except in the event of termination
following a Change of Control or for Cause. The Compensation Committee established the following terms for
severance payments, subject to such individual entering into and not revoking a release of claims in our favor:

• The CEO will be paid a lump sum severance payment equal to one and one-half (1.5) times annual base
salary and the other NEOs will be paid a lump sum severance payment equal to one (1) times annual
base salary; and

• The CEO will be reimbursed for premiums under COBRA for a period of eighteen (18) months and the
other named executive officers will be reimbursed for premiums under COBRA for a period of twelve
(12) months.

If a named executive officer’s employment with Infinera is less than one year, the amount of severance
payable to such individual shall be equal to the lesser of (x) the base salary paid to such individual during their
period of employment, or (y) the severance amount set forth above.
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Death and Disability Benefits

Pursuant to our 2000 Stock Option Plan and the 2007 Plan, accelerated vesting is provided in the event of the
death (with exceptions in certain circumstances) or permanent disability of an employee, including our NEOs.
Accrued vacation will also be paid out in the event of the death or permanent disability of such individual. We do
not currently provide any other benefits in the event of an employee’s death or permanent disability.

For purposes of these benefits, the following terms have the following meanings:

Change of Control . . . . . . . . . . (i) Any “person” (as such term is used in Sections 13(d) and 14(d) of the
Exchange Act) becomes the “beneficial owner” (as defined in Rule 13d-3 under
said Act), directly or indirectly, of securities of Infinera representing fifty percent
(50%) or more of the total voting power represented by Infinera’s then
outstanding voting securities; (ii) the consummation of the sale or disposition by
Infinera of all or substantially all of Infinera’s assets; (iii) the consummation of a
merger or consolidation of Infinera with any other corporation, other than a
merger or consolidation which would result in the voting securities of Infinera
outstanding immediately prior thereto continuing to represent (either by
remaining outstanding or by being converted into voting securities of the
surviving entity or its parent) at least fifty percent (50%) of the total voting power
represented by the voting securities of Infinera or such surviving entity or its
parent outstanding immediately after such merger or consolidation; or (iv) a
change in the composition of the Board occurring within a two (2) year period,
as a result of which less than a majority of the directors are Incumbent
Directors. “Incumbent Directors” means directors who either (A) are directors of
Infinera as of the date hereof, or (B) are elected, or nominated for election, to
the Board with the affirmative votes of at least a majority of the directors of
Infinera at the time of such election or nomination (but will not include an
individual whose election or nomination is in connection with an actual or
threatened proxy contest relating to the election of directors to Infinera).

Constructive Termination . . . . The executive officer’s resignation as a result of, and within three (3) months
following the expiration of any Company cure period (discussed below)
following the occurrence of one or more of the following: (i) a material reduction
in the executive officer’s job, duties or responsibilities in a manner that is
substantially inconsistent with the position, duties or responsibilities held by the
executive officer immediately before such reduction, (ii) a material reduction in
the executive officer’s base salary (in other words, a reduction of more than five
percent of executive’s base salary within the twelve-month period following a
Change of Control), or (iii) a material change in the work location at which the
executive officer is required to perform services for Infinera (in other words, a
requirement that the executive officer relocate to a work location that is more
than 50 miles from the executive’s work location in effect as of the date
immediately prior to a Change in Control). The executive officer will not resign
as the result of a Constructive Termination without first providing Infinera with
written notice of the acts or omissions constituting the grounds for “Constructive
Termination” within ninety (90) days of the initial existence of the grounds for
“Constructive Termination” and a cure period of thirty (30) days following the
date of such notice.

Cause . . . . . . . . . . . . . . . . . . . . . (i) The executive officer’s willful failure to substantially perform his or her duties
and responsibilities to Infinera or deliberate violation of a company policy; (ii)
the executive officer’s commission of any act of fraud, embezzlement,
dishonesty or any other willful misconduct that has caused or is reasonably
expected to result in material injury to Infinera; (iii) unauthorized use or
disclosure by the executive officer of any proprietary information or trade
secrets of Infinera or any other party to whom the executive officer owes an
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obligation of nondisclosure as a result of his or her relationship with Infinera; or
(iv) the executive officer’s willful breach of any of his or her obligations under
any written agreement or covenant with Infinera. The determination as to
whether the executive officer is being terminated for Cause will be made in
good faith by Infinera and will be final and binding on the executive officer.

Fiscal 2014 Estimated Payments and Benefits Table

The amount of compensation and benefits payable to each of our NEOs in the event of a termination of
employment by Infinera, a termination of employment following a Change of Control transaction, or a termination
of employment due to death or permanent disability has been estimated in the table below. The value of the
outstanding equity award vesting acceleration was calculated based on the assumption that the termination event
occurred on December 27, 2014, the day of fiscal 2014. The closing price of our common stock as of the last
trading day of fiscal 2014, was $14.91 per share, which was used as the value of our common stock in the
calculations below. The value of the vesting acceleration was calculated by (i) multiplying the number of
accelerated shares of common stock underlying unvested, in-the-money equity awards by $14.91 and
(ii) subtracting the exercise price for the unvested stock options.

Potential Payments in Connection With:

Name Type of Benefit

Termination
Under

Severance
Policy

($)

Termination
After a
Change

of Control
($)

Termination
Upon

Death or
Disability

($)

Thomas J. Fallon . . . . . . . . Cash Severance 702,044 936,058 —
Vesting Acceleration(1) — 8,872,196 8,872,196
Continued Coverage of Employee Benefits 36,660 48,881 —

Total Benefits 738,704 9,857,135 8,872,196

Brad Feller . . . . . . . . . . . . . Cash Severance 346,154 519,231 —
Vesting Acceleration(2) — 2,626,738 2,626,738
Continued Coverage of Employee Benefits 18,588 27,882 —

Total Benefits 364,742 3,173,851 2,626,738

David F. Welch, Ph.D. . . . . Cash Severance 374,885 562,328 —
Vesting Acceleration(3) — 5,139,477 5,139,477
Continued Coverage of Employee Benefits 24,440 36,660 —

Total Benefits 399,325 5,738,465 5,139,477

Robert J. Jandro . . . . . . . . Cash Severance 350,000 525,000 —
Vesting Acceleration(4) — 2,351,277 2,351,277
Continued Coverage of Employee Benefits 13,248 19,872 —

Total Benefits 363,248 2,896,149 2,351,277

James L. Laufman . . . . . . . Cash Severance 62,500 93,750 —
Vesting Acceleration(5) — 1,410,590 1,410,590
Continued Coverage of Employee Benefits 18,588 27,882 —

Total Benefits 81,088 1,532,222 1,410,590

(1) The vesting of 595,050 shares of common stock would accelerate if Mr. Fallon was terminated without Cause, as a result of
a Constructive Termination within 12 months following a Change of Control or upon death or permanent disability as of
December 27, 2014.

(2) The vesting of 191,297 shares of common stock would accelerate if Mr. Feller was terminated without Cause, as a result of
a Constructive Termination within 12 months following a Change of Control or upon death or permanent disability as of
December 27, 2014.
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(3) The vesting of 344,700 shares of common stock would accelerate if Dr. Welch was terminated without Cause, as a result of
a Constructive Termination within 12 months following a Change of Control or upon death or permanent disability as of
December 27, 2014.

(4) The vesting of 157,698 shares of common stock would accelerate if Mr. Jandro was terminated without Cause, as a result of
a Constructive Termination within 12 months following a Change of Control or upon death or permanent disability as of
December 27, 2014.

(5) The vesting of 94,607 shares of common stock would accelerate if Mr. Laufman was terminated without Cause, as a result
of a Constructive Termination within 12 months following a Change of Control or upon death or permanent disability as of
December 27, 2014.
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RISK ASSESSMENT OF COMPENSATION PRACTICES

During fiscal 2014, at the request of the Compensation Committee, a review of the risks associated with our
organization-wide compensation policies and practices was conducted. This review was conducted by Compensia
with input from our legal, finance and human resources departments. This assessment included:

• A review of the policies and practices relating to the components of our compensation programs and
arrangements;

• A review of incentive-based cash and equity compensation plans and arrangements;

• The identification of compensation design features that could potentially encourage excessive or
imprudent risk taking, and identification of business risks that these features could potentially encourage;
and

• Consideration of the presence or absence of controls, policies, plan features or other factors that mitigate
potential risks.

Although all compensation programs were considered, particular attention was paid to incentive-based plans
and arrangements involving variable payouts, where an employee might be able to influence payout factors and
compensation plans and arrangements involving our executive team. In substantially all cases, these
compensation plans and arrangements are centrally designed and administered and, excluding sales incentive
compensation, are substantially identical across function and geography. Incentive compensation was found to be
based on a blend of financial and operational objectives, which allows us to avoid an over-emphasis on shorter-
term financial goals. In addition, the financial and operational objectives used to determine the performance
measures for our incentive-based compensation plans and arrangements were found to be substantially derived
from our annual operating plan, which is approved by the Board.

In addition, the assessment considered the controls and other mitigating factors that serve to offset elements
of our compensation policies and practices that may introduce or encourage risk-taking, including:

• Oversight of major incentive compensation plans and arrangements and decision-making by the
Compensation Committee, which, in most cases, retains the ability to adjust elements of incentive
compensation in its discretion;

• Internal controls over financial reporting and compensation practices regularly reviewed and/or tested by
internal auditors and subject to testing as part of the annual independent integrated audit by our external
auditors;

• Audit Committee oversight and review of financial results and non-GAAP adjustments used in certain
components of incentive compensation;

• The existence of, and training relating to, corporate standards of business conduct and ethics;

• Substantial alignment of compensation of and benefits for executive and non-executive, salaried
employees;

• A clawback policy pursuant to which the Compensation Committee has a one-year look-back provision
and provides the authority to recoup up to 100% of any incentive compensation that resulted from a
material misstatement of financial results; and

• Stock ownership guidelines applicable to our Section 16 Officers to align their interests with those of our
stockholders.

Compensia’s review concluded that the risks associated with our compensation policies and practices were
being effectively managed by Infinera. Based on this review, as well as our assessment of the factors described
above, we have determined that the risks associated with our compensation policies and practices are not
reasonably likely to result in a material adverse effect on Infinera. This risk assessment was presented to and
reviewed by the Compensation Committee.
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PROPOSAL 3—ADVISORY APPROVAL OF NAMED EXECUTIVE OFFICER COMPENSATION

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, or the Dodd-Frank Act, enables
our stockholders to vote to approve, on an advisory (nonbinding) basis, the compensation of our NEOs as
disclosed in the Compensation Discussion and Analysis and the tabular disclosures of this Proxy Statement. This
proposal, commonly known as a “say-on-pay” proposal, provides our stockholders with the opportunity to express
their views on the compensation of our NEOs.

As described in the section entitled “Compensation Discussion and Analysis,” we believe that the skill, talent,
judgment and dedication of our executive officers are critical factors affecting the long-term value of Infinera. The
goals of our executive compensation programs are to fairly compensate our executives, attract and retain highly-
qualified executives able to contribute to our long-term success, encourage performance consistent with clearly
defined corporate goals and align our executives’ long-term interests with those of our stockholders. The specific
goals that our current executive compensation programs reward are focused on financial and operational
objectives, including specific revenue and operating income targets as well as important operation goals important
to the short-term and long-term growth of Infinera. Please read the “Compensation Discussion and Analysis”
section of this Proxy Statement beginning on page 25 for additional details about our executive compensation
programs, including information about the fiscal 2014 compensation of our NEOs.

We are asking our stockholders to indicate their support for the compensation of our NEOs as described in
this Proxy Statement. This vote is not intended to address any specific item of compensation, but rather the overall
compensation of our NEOs and the philosophy, policies, practices and objectives described in this Proxy
Statement. Accordingly, we will ask our stockholders to vote “FOR” the following resolution at the Annual Meeting:

“RESOLVED: That the Company’s stockholders approve, on an advisory basis, the compensation of the
named executive officers, as disclosed in the Proxy Statement for the 2015 Annual Meeting of
Stockholders pursuant to the compensation disclosure rules of the Securities and Exchange Commission,
including the Compensation Discussion and Analysis, the compensation tables and the accompanying
footnotes and narratives within the Compensation of Executive Officers section of the Proxy Statement.”

As an advisory vote, this say-on-pay proposal is not binding upon Infinera, the Board or the Compensation
Committee. However, Infinera, the Board and the Compensation Committee, which are responsible for overseeing,
reviewing and administering our executive compensation programs, value the opinions expressed by our
stockholders and will continue to consider our stockholders’ concerns in evaluating future compensation options
for our NEOs.

Vote Required

Approval of Proposal 3 requires the affirmative vote of a majority of the votes cast on this proposal.
“ABSTENTIONS” will have the same effect as an “AGAINST” vote. Broker non-votes will not be counted as having
been voted on the proposal.

Proposal 3—Recommendation of the Board

The Board unanimously recommends a vote “FOR” the approval of the compensation of our named executive
officers, as disclosed in this Proxy Statement pursuant to the compensation disclosure rules of the SEC.
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CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

We have adopted a formal policy that our executive officers, directors, and principal stockholders, including
their immediate family members and affiliates, are not permitted to enter into a related party transaction with us
without the prior consent of our Audit Committee, or other independent members of the Board in the case it is
inappropriate for our Audit Committee to review such transaction due to a conflict of interest. Any request for us to
enter into a transaction with an executive officer, director, principal stockholder, or any of such persons’ immediate
family members or affiliates, in which the amount involved exceeds $120,000 must first be presented to our Audit
Committee for review, consideration and approval. All of our directors, executive officers and employees are
required to report to our Audit Committee any such related party transaction. In approving or rejecting the
proposed agreement, our Audit Committee shall consider the relevant facts and circumstances available and
deemed relevant to the Audit Committee, including, but not limited to the risks, costs and benefits to us, the terms
of the transaction, the availability of other sources for comparable services or products, and, if applicable, the
impact on a director’s independence. Our Audit Committee shall approve only those agreements that, in light of
known circumstances, are, or are not inconsistent with, our best interests, as our Audit Committee determines in
the good faith exercise of its discretion.

In fiscal 2014, Infinera did not engage in any related party transactions.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

The members of the Board, our executive officers and persons who hold more than 10% of our outstanding
common stock are subject to the reporting requirements of Section 16(a) of the Exchange Act, which requires
them to file reports with respect to their ownership of our common stock and certain transactions in our common
stock. Based solely upon (i) the copies of Section 16(a) reports that we received from such persons for their fiscal
2014 transactions in our common stock and their common stock holdings and (ii) the written representations
received from one or more of such persons, we believe that all reporting requirements under Section 16(a) were
met in a timely manner during fiscal 2014.
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EQUITY COMPENSATION PLAN INFORMATION

The following table provides information as of December 27, 2014 with respect to the shares of our common
stock that may be issued under our existing equity compensation plans.

Plan Category

(a)
Number of

Securities to be
Issued Upon
Exercise of
Outstanding

Options,
Warrants and

Rights

(b)
Weighted Average
Exercise Price of

Outstanding
Options, Warrants

and Rights

(c)
Number of
Securities
Remaining

Available for
Future Issuance

Under Equity
Compensation

Plans (Excluding
Securities

Reflected in
First Column)

Equity compensation plans approved by security
holders(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,216,641(2) $7.29 24,517,443(3)

Equity compensation plans not approved by security
holders . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — —

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,216,641 24,517,443

(1) Our 2007 Plan provides that on the first day of our fiscal year, the number of shares of common stock authorized under the
2007 Plan shall be increased by the lesser of (i) 9,000,000 shares of common stock, (ii) 5% of the outstanding shares of
common stock on the last day of the immediately preceding fiscal year or (iii) such other amount as determined by the Board
or a committee of the Board. For 2015, the Board approved no increase to the number of shares of common stock
authorized for issuance under the 2007 Plan, as recommended by the Compensation Committee. Our 2007 ESPP
previously provided that on the first day of our fiscal year, the number of shares of common stock authorized under the 2007
ESPP shall be increased by the lesser of (i) 1,875,000 shares of common stock, (ii) 1% of the outstanding shares of
common stock on such date or (iii) such other amount as is determined by the Board or a committee of the Board. At the
2014 Annual Meeting of Stockholders, our stockholders approved an amendment and restatement of the 2007 ESPP,
whereby the annual evergreen provision was removed and the number of shares issuable under the 2007 ESPP was
increased by 7,500,000 Shares.

(2) This amount includes the following:
• 4,298,386 shares issuable upon the exercise of outstanding stock options granted under the 2000 Stock Plan and 2007

Plan.
• 6,041,890 shares subject to RSUs granted under the 2007 Plan. Since these awards have no exercise price, they are

not included in the weighted average exercise price calculation in column (b).
• 876,365 shares issuable pursuant to outstanding stock awards that have been granted under the 2007 Plan, but not yet

earned as of December 27, 2014. The number of shares, if any, to be issued pursuant to such outstanding awards will
be determined based on certain performance metrics, as discussed above in the “Compensation Discussion and
Analysis” section. Since these awards have no exercise price, they are not included in the weighted average exercise
price calculation in column (b).

(3) This amount includes 7,261,664 shares of common stock available for future issuances under our 2007 ESPP.

STOCKHOLDER PROPOSALS FOR 2016 ANNUAL MEETING

To be considered for inclusion in our Proxy Statement for the 2016 Annual Meeting of Stockholders (the “2016
Annual Meeting”), stockholder proposals must comply with our Bylaws and the requirements of Rule 14a-8 under
the Exchange Act and be received by our Corporate Secretary at our principal executive offices no later than
November 27, 2015, or no later than 120 calendar days before the one-year anniversary of the date on which we
first mailed our Proxy Statement or Notice to stockholders in connection with this year’s Annual Meeting.

To be raised at the 2016 Annual Meeting, stockholder proposals must comply with our Bylaws. Under our
Bylaws, a stockholder must give timely notice thereof in proper written form to our Corporate Secretary of any
business, including nominations of directors for the Board that the stockholder wishes to raise at our 2016 Annual
Meeting. To be timely, the stockholder notice must be received by our Corporate Secretary no later than
February 10, 2016 nor earlier than January 11, 2016, or no later than the 45th day nor earlier than the 75th day
before the one-year anniversary of the date on which we first mailed our Proxy Statement or Notice to
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stockholders in connection with this year’s Annual Meeting. To be in proper written form, the stockholder notice
must contain a brief description of such business and the reasons for conducting such business at the meeting, as
well as certain other information as set forth in greater detail in our Bylaws. In connection with a stockholder
nomination of a candidate for the Board, the stockholder notice must also include certain information as set forth in
our Bylaws about both the nominee and the stockholder making the nomination. If you wish to bring a stockholder
proposal or nominate a candidate for director, you are advised to review our Bylaws, which contain additional
requirements about advance notice of stockholder proposals and director nominations. Our current Bylaws may be
found on our website at www.infinera.com in the Corporate Governance section on our Investor Relations’ page.

Under Rule 14a-8 of the Exchange Act, if the date of the 2016 Annual Meeting changes by more than 30 days
from the anniversary of this year’s Annual Meeting, to be included in our Proxy Statement, stockholder proposals
must be received by us within a reasonable time before our solicitation is made.

Under our Bylaws, if the date of the 2016 Annual Meeting is advanced by more than 30 days prior to or
delayed by more than 60 days after the one-year anniversary of the date of this year’s Annual Meeting, then, for
notice by the stockholder to be timely, it must be received by our Corporate Secretary no earlier than the close of
business on the 120th day prior to the 2016 Annual Meeting and no later than the close of business on the later of
(i) the 90th day prior to the 2016 Annual Meeting, or (ii) the tenth day following the day on which disclosure in a
press release reported by Marketwired, Inc., Associated Press or a comparable national news service or in a
document publicly filed by Infinera with the SEC pursuant to Section 13, 14 or 15(d) of the Exchange Act of the
date of the 2016 Annual Meeting is first made.

If we receive notice of a matter to come before the 2016 Annual Meeting that is not in accordance with the
deadlines described above and as more fully set forth in our Bylaws and Rule 14a-8 of the Exchange Act, we will
use our discretion in determining whether or not to bring such matter before the 2016 Annual Meeting. If such
matter is brought before the 2016 Annual Meeting, then our proxy card for such meeting will confer upon our proxy
holders’ discretionary authority to vote on such matter.

DELIVERY OF DOCUMENTS TO STOCKHOLDERS

SHARING THE SAME LAST NAME AND ADDRESS

To reduce the expense of delivering duplicate proxy materials to stockholders who may have more than one
account holding our common stock, but sharing the same address, we have adopted a procedure, approved by the
SEC, called “householding.” Under this procedure, stockholders who have the same last name and address, and
who do not participate in electronic delivery of proxy materials, will receive only one copy of our Notice, and as
applicable, any additional proxy materials that are delivered. This procedure reduces duplicate mailings and saves
printing costs and postage fees, as well as natural resources. Stockholders who participate in “householding” will
continue to have access to and utilize separate proxy voting instructions.

Once you have received notice from your broker that they will be “householding” communications to your
address, “householding” will continue until you are notified otherwise or until you revoke your consent. If, at any
time, you no longer wish to participate in “householding” and would prefer to receive a separate proxy materials or
if you would like an additional copy of any of the proxy materials, please notify your broker or direct your written
request to Infinera Corporation, 140 Caspian Court, Sunnyvale, California 94089, Attention: Corporate Secretary,
or call (408) 572-5200. Stockholders who currently receive multiple copies of the Proxy Statement at their address
and would like to request “householding” of their communications should contact their broker.
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OTHER MATTERS

The Board knows of no other matters that will be presented for consideration at the Annual Meeting. If any
other matters are properly brought before the Annual Meeting, it is the intention of the persons named in the
accompanying proxy to vote on such matters in accordance with their best judgment.

By Order of the Board,

/S/ JAMES L. LAUFMAN

James L. Laufman

Senior Vice President, General Counsel and

Corporate Secretary

Sunnyvale, California
March 26, 2015
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Appendix A

Infinera Corporation

Unaudited Reconciliations from GAAP to Non-GAAP

(In thousands)

Years Ended

December 27,
2014

December 28,
2013

December 28,
2012

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $668,079 $544,122 $438,437
Reconciliation of Gross Profit:

U.S. GAAP as reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $288,304 $218,639 $157,569
Stock-based compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,607 7,496 8,534

Non-GAAP as adjusted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $293,911 $226,135 $166,103

Reconciliation of Gross Margin:

U.S. GAAP as reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43.2% 40.2% 35.9%
Stock-based compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.8% 1.4% 2.0%

Non-GAAP as adjusted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 44.0% $ 41.6% 37.9%

Reconciliation of Operating Income (Loss):

U.S. GAAP as reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 27,342 $ (24,186) $ (83,001)
Stock-based compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,394 31,976 41,819

Non-GAAP as adjusted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 55,736 $ 7,790 $ (41,182)

The non-GAAP measures of gross profit, gross margin and operating income (loss) exclude non-cash stock-
based compensation expenses. We believe these adjustments are appropriate to enhance an overall
understanding of our underlying financial performance and also our prospects for the future and are considered by
management for the purpose of making operational decisions. In addition, these results are the primary indicators
management uses as a basis for our planning and forecasting of future periods. The presentation of this additional
information is not meant to be considered in isolation or as a substitute for gross profit, gross margin and operating
income (loss) prepared in accordance with GAAP. Non-GAAP financial measures are not based on a
comprehensive set of accounting rules or principles and are subject to limitations.
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Part I
 
ITEM 1.  BUSINESS

Overview

Infinera Corporation (“we” or “Infinera”) provides optical transport networking equipment, software and 
services to Tier 1 and Tier 2 telecommunications service providers, Internet content providers (“ICPs”), cable 
operators, wholesale and enterprise carriers, research and education institutions, and government entities 
(collectively, “Service Providers”) across the globe. Optical transport networks are deployed by Service Providers 
facing significant demands for transmission capacity prompted by increased use of high-speed Internet access, 
mobile broadband, high-definition video streaming services, business Ethernet services and cloud-based 
services.

 Our technologies and platforms enable Service Providers to deliver vast amounts of bandwidth with 
greater ease. We leverage our unique large scale photonic integrated circuits (“PICs”) to deliver innovative 
optical networking solutions for the most demanding network environments. The Infinera Intelligent Transport 
Network is an architecture that enables Service Providers to automate, converge and scale their long-haul, 
subsea, data center and metro optical networks. This architectural approach helps Service Providers to rapidly 
deploy reliable, differentiated services while reducing their operating costs through scale, multi-layer 
convergence and automation. 

We manufacture large-scale Indium Phosphide PICs, which are used as a key differentiating component 
inside our Intelligent Transport Network platforms. Our first and second generation PICs transmit and receive 100 
Gigabits per second (“Gbps”) of wavelength division multiplexing (“WDM”) transmission capacity and incorporate 
the functionality of over 60 discrete optical functions into a pair of PICs approximately the size of a fingernail. Our 
third generation PICs, commercially available since 2012, transmit and receive 500 Gbps, incorporating over 600 
discrete optical functions into a pair of PICs. Our PICs are combined with the FlexCoherent Processors to deliver 
coherent optical transmission and with high-performance Optical Transport Network (“OTN”) switching 
capabilities to offer Service Providers a unique combination of highly-scalable transmission capacity and easy to 
use bandwidth management tools to simplify transport network operations.

Similar to how silicon integrated circuits changed the dynamics of the computing industry by increasing 
computing performance and reliability while reducing physical size, power consumption and heat dissipation, we 
believe our PICs change the dynamics of the optical transport network industry by increasing optical 
performance and reliability while reducing physical size, power consumption and heat dissipation. We fabricate 
PICs and develop the software and strategic hardware elements that together comprise the optical transport 
network platforms at the foundation of our Intelligent Transport Network architecture. We sell these optical 
transport network platforms to Service Providers along with a comprehensive suite of installation, management 
and support services. We believe that Service Providers facing increasing demand for greater optical transport 
network transmission capacity and the need for more favorable network economics will adopt our optical network 
solutions.

 The Infinera DTN-X platform supports 100 Gbps WDM transmission capacity with 500 Gbps super-
channels and also integrates 5 Terabits per second (“Tbps”) of OTN switching in a single bay. The Infinera DTN-
X platform leverages the unique capabilities of our 500 Gbps PICs to deliver our high-capacity Intelligent 
Transport Networks that reduce power, cooling and space requirements while simplifying transport network 
operations. The Infinera DTN platform currently supports 10 Gbps WDM transmission capacity combined with 
integrated switching capabilities. 

In addition to Service Providers that are looking for network architectures to respond to continued 
demand for bandwidth across their long-haul and subsea networks, Service Providers are now starting to build 
networks to support data center interconnections across metro cloud and campus environments. Our recently 
introduced Cloud Xpress platform is optimized to help Service Providers scale cloud networks with hyper-scale 
density, simplified operations and low power. 

“Infinera,” “Infinera DTN,” “Infinera DTN-X,” “ATN,” “Infinera Intelligent Transport Network,” 
“FlexCoherent,” “Infinera Instant Bandwidth” are trademarks or service marks of Infinera Corporation in the 
United States, certain other countries and /or the European Union. Any other trademarks or trade names 
mentioned are the property of their respective owners.
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Infinera was founded in December 2000, originally operated under the name “Zepton Networks,” and is 
headquartered in Sunnyvale, California. We are incorporated in the State of Delaware. Our principal executive 
offices are located at 140 Caspian Court, Sunnyvale, CA 94089. Our telephone number is (408) 572-5200.

Industry Background

Optical transport networking equipment carries digital information using light waves over fiber optic 
networks. The advent of WDM systems has enabled the transmission of larger amounts of data by using multiple 
wavelengths over a single optical fiber. Service Providers often use WDM systems to carry communications 
traffic between cities, referred to as long-haul networks, and within large metropolitan areas, referred to as metro 
networks. Fiber optic networks are generally capable of carrying most types of communications traffic, including 
conventional long-distance telephone calls, e-mails, web sessions and high-definition video streams. As service 
traffic grows, Service Providers add transmission capacity to existing optical networks or purchase and deploy 
additional systems to keep pace with bandwidth demands and service expansion.

We believe that a number of trends in the communications industry are increasing demand for network 
capacity and ultimately will increase demand for optical transport networking systems. These trends include 
growth in bandwidth-intensive services like streaming high-definition video services, the proliferation of 4G and 
WiFi mobile broadband due to the availability of smartphones and tablets, and the growth of cloud services. 

Consumers and businesses increasingly rely on the cloud for their application needs. As cloud adoption 
increases, large network operators are reporting a magnification effect on incoming traffic, such that a single 
request from an end user can generate many times the amount of traffic between data centers than was 
contained in the request. This server-to-server traffic is also called east-west traffic and this magnification effect 
is accelerating the deployment of high-capacity transport solutions into the metro cloud. 

We believe that Service Providers seek the following solutions that will allow them to increase their 
revenue and/or expand their service offerings:

• high-capacity solutions that scale transmission capacity to meet increasing bandwidth demand;

• efficient solutions that optimize performance and increase reliability while reducing physical space, 
power consumption and heat dissipation;

• easy to use solutions that reduce the time to deploy new transmission capacity while lowering 
operational expenses; and

• improved integration between Internet Protocol equipment such as routers and optical transport 
networking equipment.

We believe that the Infinera Intelligent Transport Network architecture is uniquely enabled to deliver 
improvements in these areas compared to competitive WDM systems that still rely on discrete optical 
components rather than PICs. We also believe that our Intelligent Transport Network architecture enables 
Service Providers to deploy reliable, high-capacity, efficient optical transport network solutions that are easy to 
use and improve the integration between the layers of Service Provider networks resulting in the lowest total cost 
of ownership.

The Infinera Strategy

Our goal is to be the preeminent provider of optical transport networking systems to Service Providers 
around the world. Key aspects of our strategy to achieve this goal are as follows:

• Increasing our customer base and expanding our geographical footprint. We continue to diversify 
our customer base across multiple markets. In 2015 and beyond, we intend to increase our 
penetration with new and existing customers while leveraging our Infinera DTN-X and Cloud 
Xpress platforms. In 2014, we further increased our presence outside of the United States, with the 
addition of new customers  across multiple regions. 

• Penetrating adjacent markets. We are developing and building new products for specific markets, 
including the metro aggregation and metro cloud markets. In 2014, we increased our addressable 
markets by introducing the Cloud Xpress platform for the metro cloud market. In addition, we plan 
to introduce a product to address the metro aggregation market towards the end of 2015, allowing 
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us to further expand our total addressable market. We intend to continually add functionality to our 
existing products and to develop the service and support infrastructure needed to address the long-
haul, metro aggregation and metro cloud markets.

• Continuing commitment to provide world-class support services to our customers. We believe that 
our lead in customer experience capabilities is a major differentiator. Infinera's global customer 
service and technical support team is committed to making our customers successful by providing 
the highest quality support services to deploy, operate and maintain their networks.

• Maintaining and extending our technology lead. We plan to incorporate the functionality of 
additional discrete functions into our PICs in order to continue to increase our technology lead. In 
addition, we intend to pursue the expansion of our digital switching and bandwidth management 
capabilities in order to enhance the performance, scalability and economic advantages of our 
products.

• Continuing investment in PIC manufacturing activities. We believe that our vertical integration and 
manufacturing capabilities serve as competitive advantages. We intend to continue to invest in the 
manufacturing capabilities needed to produce new generations of PICs.

• Investing in Software Defined Networking. We are seeing a trend in which Service Providers are 
looking for more programmable networks and we plan to add application programming interfaces to 
our Intelligent Transport Network architecture so they can be used by Service Providers to build 
more agile networks that can deliver competitive services. Although this trend has not really taken 
hold yet in the wide area networking space, we believe that our products are uniquely architected to 
handle the needs of software defined networks (“SDN”) with large pools of intelligent bandwidth.  

Customers

As of December 27, 2014, we have sold our Intelligent Transport Network platform to 140 customers 
worldwide, including:

• Tier-1 carriers for domestic and international networks;

• Tier-2 carriers;

• internet content provider/data center operators;

• wholesale and enterprise carriers;

• multiple system operators/cable companies; and

• research and education/government entities.

At the end of 2014, we had 59 customers who have purchased the Infinera DTN-X platform. We do not 
have long-term sales commitments from our customers. One customer accounted for over 10% of our revenue in 
2014. Revenue from this customer was 19% of total revenue in 2014. No individual customer accounted for over 
10% of our revenue in 2013 or 2012.

Technology

Intelligent Transport Network Architecture

Infinera was founded with a vision of increasing the functionality and improving the economics of optical 
transport systems. To that end, our core engineering team consists of optical component and systems experts 
who have collaborated to create an innovative optical networking architecture that combines the delivery of large 
amounts of low-cost bandwidth with distributed switching and the embedded software intelligence of bandwidth 
management to manage larger networks and deliver high-capacity services quickly and cost-effectively. We have 
focused our efforts, time and capital on developing multiple platforms based on our Intelligent Transport Network 
architecture.
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Our Intelligent Transport Network architecture enables Service Providers to create rich end-user 
experiences based on efficient, high-capacity transport by combining the following elements:

• Scalability. The proliferation of data centers, rise of big data and increasing consumption of video 
are fundamentally changing traffic characteristics in operator networks. The Infinera Intelligent 
Transport Network delivers 500 Gbps FlexCoherent super-channels today and is designed to scale 
without compromise to enable terabit super-channels and terabit Ethernet in the future.

• Convergence. Networks are growing in complexity with the proliferation of chassis, network layers 
and fiber interconnects. Complexity increases the time it takes to plan and deploy network services 
and increases the cost of maintenance, operation, power, space and cooling. By converging packet 
and OTN switching functions with WDM, the Infinera Intelligent Transport Network is designed to 
reduce complexity while lowering overall network spending without compromising performance.

• Automation. Network operators face intensifying competition to meet customer demand for 
immediate bandwidth needs and better visibility into the network. The Infinera Intelligent Transport 
Network features intelligent software control and open SDN application programming interfaces 
(“APIs”) to help simplify multi-layer provisioning. Automation allows the end-user to control their 
own network services. Furthermore, our Infinera Instant Bandwidth offering enables our customers 
to align service revenue to transport network growth by instantly provisioning additional capacity 
when it is needed.

Infinera PICs

We believe that our proprietary PICs are a key source of our value proposition and competitive 
advantage. We manufacture and package our PICs at our own facilities for use exclusively with our Infinera DTN, 
Infinera DTN-X and Cloud Xpress platforms. We began the design and manufacture of our PICs shortly after we 
were founded in December 2000. We employ a multi-disciplinary approach towards the development and 
manufacture of our PICs, with significant interaction between our manufacturing, system engineering and 
advanced technology groups. As a leader in the development of photonic integration, we have protected the 
intellectual property associated with our PIC manufacturing through a combination of trade secrets, patents and 
contractual protections. We believe that as a result of the combination of the multiple disciplines that were 
required to develop our PIC, together with the intellectual property protections that we have established, it will be 
difficult for others to duplicate the technology we have developed.

The Infinera DTN platform transmits optical capacity in increments of 100 Gbps, utilizing a pair of PICs. 
The Infinera DTN-X and Cloud Xpress transmit 500 Gbps super-channels, utilizing a pair of PICs. Our first and 
second generation 100 Gbps PICs integrate the functionality of 60 optical functions onto a pair of chips, and our 
third generation 500 Gbps PICs have increased this integration to over 600 discrete functions per pair of chips. 
We believe that large-scale photonic integration enables significantly improved manufacturing economics for 
optical networking, allowing future optical transport cost reductions to be viably sustained on a cost curve defined 
by volume manufacturing efficiencies, greater functional integration, increased device density and manufacturing 
yield enhancements.

Infinera FlexCoherent Processor

The term “coherent transmission” generally implies the combination of a number of technologies used to 
transmit data over optical transport networks. These optical transmission methodologies are based on varying 
optical technologies, namely: phase modulation, polarization multiplexing, coherent detection and advanced 
digital signal processing. These “coherent technologies” are used by Service Providers to enable higher data 
capacities to be transmitted over their existing optical fiber infrastructure, typically using the same or better 
design rules than those used for 10 Gbps transmission. Typically, a coherent transmitter uses a more complex 
optical circuit and requires a significantly greater number of optical components than more traditional non-
coherent transmission methodologies. We have integrated proprietary coherent technologies onto our 
FlexCoherent Processor, which works in conjunction with our 500 Gbps PICs to construct a single module. This 
module incorporates our long-haul FlexCoherent 500 Gbps WDM super-channels with software selectable 
modulation formats and exceptional optical transport performance.
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Super-Channels

The Infinera DTN-X and Cloud Xpress platforms support five channels of 100 Gbps capacity in a single 
line card. This 500 Gbps pool of bandwidth is managed as a super-channel that can be deployed in a single 
operational motion. Competitive solutions would require the installation of five discrete line modules, each turned 
up with its own operational motion, in order to achieve the same system capacity. This results in competitive 
advantages in the areas of space and power consumption, leading to lower operational costs and long-term 
system reliability, as well as significant reductions in time to install and repair.

Integrated OTN Switching

OTN offers a highly-structured approach to service multiplexing and switching which enables customers 
to reduce operational costs and more efficiently utilize higher-capacity bandwidth in their networks. Historically, 
the OTN switching and WDM transport functions have been deployed by Service Providers in separate systems. 
Our unique PIC technology allows the Infinera DTN and Infinera DTN-X platforms to fully integrate WDM 
transport and OTN switching capabilities in a single platform, without compromising overall system functionality 
or capacity. This is achieved by reducing the number of elements and fiber connections in the network, as well as 
lowering space and power requirements. This results in an improved total cost of ownership for the customer.

Infinera Instant Bandwidth

Infinera Instant Bandwidth enables Service Providers to license the 500 Gbps super-channel pool of 
bandwidth in 100 Gbps increments. With the Infinera Instant Bandwidth program, Service Providers can instantly 
provision an additional 100G of transmission capacity on demand without the deployment of any incremental 
equipment. The Instant Bandwidth program is uniquely enabled by our super-channel capability and PICs.

Infinera IQ Network Operating System 

The Infinera IQ Network Operating System is our embedded software operating system, which enables 
our Service Providers to simplify and speed up the tasks they perform to deliver, differentiate, and manage 
services and to optimize the utilization of their networks. The IQ Network Operating System supports GMPLS for 
end-to-end provisioning, protection and restoration services, and a host of performance monitoring and software-
definable testing capabilities. 

Infinera Line System

Our Intelligent Transport Network platforms are built upon and connected to one another using an 
optical “line system.” The Infinera Line System (“ILS”) provides optical amplification and enables the 
management communication channel between network nodes. ILS currently supports up to 1.6 Tbps of optical 
capacity on a single fiber using the Infinera DTN platform. The latest version of ILS, called FlexILS, supports up 
to 9.5 Tbps of capacity using the Infinera DTN-X platform. ILS is fully integrated into our management and 
control software and can be managed across platforms. Our bandwidth management capabilities allow our 
customers to manage and utilize the available capacity as a single pool of bandwidth to satisfy customer 
requirements, including services at speeds from 1 Gbps up to 100 Gbps.

Products and Services

Our product portfolio consists of the Infinera DTN-X and the Infinera DTN platforms targeted primarily 
for long-haul and subsea networks and the Cloud Xpress and ATN platforms targeted primarily for metro 
networks. We also provide software solutions to increase the efficiency and optimization of the network.

Long-haul and Subsea Network Products

The Infinera DTN and Infinera DTN-X platforms are carrier-class, which means that they comply with 
applicable Telcordia and equivalent major international standards for central office-based network elements.

The Infinera DTN and Infinera DTN-X platforms are modular in design that enable Service Providers to 
add capacity in a cost-efficient manner. While the initial deployment of these products at a customer site involves 
the installation of a line system (including common equipment, such as a chassis, amplifiers, management 
controllers and related equipment), Service Providers can increase the capacity of the Infinera DTN and Infinera 
DTN-X platforms by purchasing our Digital Line Modules, Tributary Adapter Modules and Tributary Optical 
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Modules. We believe that the density and the modular architecture of the Infinera DTN and Infinera DTN-X 
platforms enable significant flexibility and scalability for Service Providers. 

Infinera DTN Platform 

The Infinera DTN platform is based on our first and second generation PIC technology to enable digital 
processing and management of data with the capability to generate WDM wavelengths and to add, drop, switch, 
manage, protect and restore network traffic digitally using integrated OTN switching. The Infinera DTN platform 
can automate the connection of circuits and provisioning of new services without costly and cumbersome manual 
intervention.

Our current Infinera DTN platform delivers 10 Gbps wavelengths enabling fiber capacity of 1.6 Tbps and 
per-chassis I/O capacity of 400 Gbps. The Infinera DTN platform supports a broad range of optical service 
interfaces including Gigabit Ethernet (“GbE”) (1 GbE, 10 GbE, 40 GbE and 100GbE) and separate synchronous 
optical network/synchronous digital hierarchy.

Infinera DTN-X Platform

The Infinera DTN-X platform is based on our third generation 500 Gbps PICs that integrate more than 
600 discrete optical functions delivering the world’s first 500 Gbps FlexCoherent super-channels, based on 100 
Gbps per channel. The Infinera DTN-X platform delivers a step function improvement in network economics to 
help Service Providers more efficiently manage the explosive growth of traffic brought on by video, mobile and 
cloud-based services. The Infinera DTN-X platform is a next-generation multi-terabit packet optical transport 
platform that is fundamentally multiple products in one:

• a WDM transmission system based on the world’s first 500 Gbps super-channels, which enable 
cost-effective WDM transmission capacity;

• an integrated OTN switching system that will scale from 5 Tbps in its first release and up to 100 
Tbps in the future and will enable operators to efficiently manage larger data transmission with 
grooming of traffic down to 1 Gbps granularity; and

• a system that is designed to be upgradeable to Multi-Protocol Label Switching (“MPLS”) switching 
in the future which will help further enable convergence of the network for improved efficiency, 
reducing the number interconnections between network layers.

We are also developing additional features for the Infinera DTN-X platform including the following:

• a packet switching module (“PXM”) that provides highly-efficient packet-optical transport network 
architectures, which enables Service Providers to reduce the number of expensive router ports 
required to offer a portfolio of services based on Carrier Ethernet and MPLS; and 

• a highly software controllable system designed to support programmatic control of the network by 
SDN and other software enablers developed by Infinera or third parties. 

We believe that the convergence of network layers can only be achieved when the best in class 
performance of each individual layer is realized in a single platform. In most competitive solutions, a Service 
Provider must make a choice between maximizing either the system’s transmission capacity or its OTN switching 
capability. The Infinera DTN-X platform, unlike other competitive offerings, was designed from the beginning to 
converge switching with WDM transport without compromising the performance of either function. This purpose-
built design centers around three unique technology building blocks - PICs paired with a FlexCoherent 
Processor, custom switching application-specific integrated circuits (“ASICs”) and a software-defined control 
plane. We believe that ours is the only platform available in the market that will allow all components, including 
the optical functions based on our PIC technology, to scale in a manner consistent with Moore’s Law-like 
semiconductor manufacturing economics and, therefore, deliver simultaneously best-of-breed switching, 
integrated with best-of-breed WDM.
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Infinera DTN-X Platform for Submarine Network Applications

For submarine transport applications, we deliver Soft-Decision Forward Error Correction (“SD-FEC”) 
enabled super-channel line cards. With these modules, the Infinera DTN-X platform can be used as a Submarine 
Line Terminating Equipment (“SLTE”) node, increasing the total optical capacity of traditional submarine systems 
to a maximum of up to 9.5 Tbps and distances of up to 10,000 km. The Infinera DTN-X platform leverages its 
digital operations and software automation to allow Infinera's SLTE solution to significantly reduce engineering 
complexity for submarine cable upgrades and to enable lower cost, faster deployment of additional capacity on 
existing systems.

Metro Network Products

Infinera Cloud Xpress Platform

The Cloud Xpress platform is a family of metro optical products, designed for network operators 
delivering cloud-based services to consumers and businesses worldwide. The Cloud Xpress platform is 
optimized for the metro cloud, the transport network that interconnects multiple data centers within a metro area. 
In addition, the Cloud Xpress platform is designed to simplify the deployment of high-bandwidth connections 
while lowering the power and space required to scale metro cloud networks.

The Cloud Xpress platform is designed to provide the following benefits for our metro cloud customers:

• Hyper-scale Density - The Cloud Xpress platform delivers 1 Tbps of combined input and output 
capacity in just two rack units (“RUs”) with up to 500 Gbps of line-side capacity and a 40 GbE 
client-side interface. We are currently developing offerings of 10Gbe and 100 GbE client-side 
interfaces. For network operators that need to scale the metro cloud in the least amount of space, 
the Cloud Xpress leads the industry with 21 Tbps of combined input and output capacity per 42 
RUs.

• Simplified Operations - Cloud data centers use a different operational model than traditional service 
provider central offices. The Cloud Xpress platform is designed with a rack-and-stack form factor 
and a new software approach that will enable it to plug into existing cloud provisioning systems 
using open SDN APIs. By offering an experience similar to the server and storage infrastructure 
currently deployed in the cloud, the Cloud Xpress platform enables smooth integration into existing 
operational processes enabling cloud providers to scale quickly, reduce human errors and lower 
operational costs. 

• Low Power - The Cloud Xpress platform consumes half as much power as compared to other 
similar metro cloud solutions currently in the market.

Infinera ATN Platform

The ATN platform is a metro-optimized coarse WDM and dense WDM ("DWDM") aggregation and 
transport solution with 400 Gbps of combined input and output capacity. The ATN platform is a cost-effective, 
efficient multiservice aggregation and transport platform with features to enhance simplicity of use and operation. 
The ATN platform supports direct wavelength connectivity to Infinera DTN and Infinera DTN-X nodes, reducing 
equipment costs and providing unique network management capabilities across our Intelligent Transport 
Network. The ATN platform can be used to extend the benefits of the Infinera DTN and Infinera DTN-X platforms, 
or can also be used as a standalone WDM access system.

Software and Services

Infinera Management Suite

The Infinera Management Suite is a network element management system used by Service Providers 
to manage their Infinera DTN, Infinera DTN-X, ATN and Cloud Xpress platforms. Our management suite of 
software includes the Digital Network Administrator, a scalable, robust, feature-rich element management 
system, and our Graphical Node Manager, an easy-to-use web-based management interface. Our hardware 
products, the Infinera DTN, Infinera DTN-X, ATN and Cloud Xpress platforms, are managed in an integrated 
fashion by the Infinera Management Suite.
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Customer Support Services 

In connection with our product offerings, we provide a comprehensive range of support services for all 
hardware and software products. These support services cover all phases of network ownership, from the initial 
installation through day-to-day maintenance activities and professional services. Our support services are 
designed to efficiently manage and maintain customer network operations in the face of today's ever-increasing 
demands for lower operational costs and minimized downtime.

 Our support organization continues to scale and provide world-class services that successfully support 
customers in over 70 countries around the world. In addition, we continue to expand our services portfolio in 
order to meet the needs of our customers.

Sales and Marketing 

We market and sell our products and related support services primarily through our direct sales force, 
supported by marketing and product management personnel. We also use distribution or support partners to 
enter new markets or when requested by a potential customer. Our sales team has significant previous 
experience with the buying process and sales cycles typical of high-value telecommunications products. We 
expect to continue to add sales and support employees as we grow our business.

The sales process for our products entails discussions with prospective customers, analyzing their 
networks and identifying how they can utilize our systems capabilities within their networks. This process 
requires developing strong customer relationships, and we expect to leverage our sales force and customer 
support capabilities to establish relationships with both domestic and international Service Providers.

Over the course of the sales cycle, Service Providers often test our products before buying. Prior to 
commercial deployment, the Service Provider will generally perform a field trial of our products. Upon successful 
completion, the Service Provider generally accepts the products installed in its network and may continue with 
commercial deployment of additional products. We anticipate that our sales cycle, from initial contact with a 
Service Provider through the signing of a purchase agreement, may, in some cases, take several quarters.

Direct Sales Force. Our sales team sells directly to Service Providers worldwide. We maintain a sales 
presence throughout the United States, as well as in a number of international locations, including Argentina, 
Belgium, China, France, Germany, Hong Kong, Italy, Japan, Netherlands, Singapore, South Africa, Spain, 
Sweden, Russia and the United Kingdom. We continued to expand our sales force in 2014 as we addressed new 
geographical markets and to support the sales of our expanded portfolio of products. Going forward, the addition 
of incremental sales headcount is expected to be success-based and in support of new customer accounts.

Indirect Sales Force. We have and will continue to employ business consultants, resale partners and 
sales agents to assist in our sales efforts and to accelerate and strengthen our customer relationships. We 
expect to work with business partners to assist our customers in the sale, deployment and maintenance of our 
systems and have entered into distribution and resale agreements to facilitate the sale of our products.

Marketing and Product Management. Our product management team is responsible for defining the 
product features and development plan required to maximize our success in the marketplace. Product 
management supports our sales efforts with product and application expertise. Our marketing team works to 
create demand for our products by communicating our value proposition and differentiation through direct 
customer interaction, public relations, attendance at tradeshows and other events, as well as programs via the 
Internet and other marketing channels.

Research and Development

Continued investment in research and development is critical to our business. To this end, we have 
assembled a team of engineers with expertise in various fields, including systems, sub-systems, software and 
components. Our research and development efforts are currently focused in Sunnyvale, California; Allentown, 
Pennsylvania; Beijing, China; Bangalore, India; and Kanata, Canada. We have invested significant time and 
financial resources into the development and enhancement of new and existing products. We will continue to 
expand our product offerings and the capabilities of existing products in the future and plan to dedicate 
significant resources to these continued research and development efforts. We are continually increasing the 
scalability and software features of our current platforms. We are also working to develop new generations of 
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PICs, and we intend to enable further integration in our Intelligent Transport Network architecture through 
continued research and development. We believe that these efforts will continue to allow us to be competitive in 
the markets we currently serve but will allow us to address adjacent markets to fuel our future growth.

Our research and development expenses were $133.5 million, $124.8 million and $117.2 million in 
2014, 2013 and 2012, respectively.

Employees

As of December 27, 2014, we had 1,495 employees. A total of 567 of those employees were located 
outside of the United States. None of our U.S. employees are subject to a collective bargaining agreement. 
Employees in certain foreign jurisdictions may be represented by local workers’ councils and/or collective 
bargaining agreements, as may be customary or required in those jurisdictions. We have not experienced any 
work stoppages, and we consider our employee relationships to be good.

Manufacturing

 We have invested significant time and capital to develop and improve the manufacturing process that 
we use to produce and package our products. This includes significant investments in personnel, equipment and 
the facilities needed to manufacture and package our products in Sunnyvale, California and Allentown, 
Pennsylvania. We also have invested in automating our manufacturing process and in training and maintaining 
the quality of our manufacturing workforce. As a leader in the development of photonic integration, our 
manufacturing processes have been developed over several years and are protected through a combination of 
trade secrets, patents and contractual protections. We believe that the investments we have made towards the 
manufacturing and packaging of our products provide us with a significant competitive advantage. We also 
believe that our current manufacturing facilities can accommodate an increase in production capacity as our 
business continues to grow.

            We also use contract manufacturers to assemble portions of our products. Each contract manufacturer 
procures components necessary to assemble the products in our forecast according to our specifications and 
bills of material. Despite outsourcing certain manufacturing operations for cost-effective scale and flexibility, we 
perform rigorous in-house quality control testing to ensure the reliability of our products. Our supply chain risk 
mitigation strategies are continuous and are institutionalized in our supply chain design for external 
manufacturing and for procurement of components. We currently have three contract manufacturers in four 
different countries, China, Malaysia, Mexico and Thailand, as well as the capability to redirect manufacturing to 
U.S. qualified factories of two electronic manufacturing services partners.

Backlog 

 As of December 27, 2014 and December 28, 2013, our total order backlog was approximately $124.4 
million and $59.0 million, respectively. Our backlog is subject to future events that could cause the amount or 
timing of the related revenue to change, and, in certain cases, may be canceled without penalty. Orders in 
backlog may be fulfilled several quarters following receipt or may relate to multi-year support service obligations. 
As a result, we believe that backlog should not be viewed as an accurate indicator of future operating results for 
any particular period. A backlogged order may not result in revenue in a particular period, and the actual revenue 
may not be equal to our backlog amounts. Our presentation of backlog may not be comparable with that of other 
companies in our industry.

Competition 

 Our current technologies and platforms support two transport equipment markets - long-haul/subsea 
and metro cloud.

The transport network equipment market for long-haul/subsea networks is highly competitive but has 
consolidated significantly over the last decade. The metro cloud transport equipment market is a relatively new 
market that we expect to be highly competitive. Competition in the markets we serve is based on any one or a 
combination of the following factors:

• price and other commercial terms;

• functionality;
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• form factor or density;

• power consumption;

• customer qualification testing;

• existing business and customer relationships;

• the ability of products and services to meet customers’ immediate and future network requirements;

• installation simplicity;

• service and support;

• scalability and investment protection; and

• length of product lead times.

 Competition in the optical transport networking for both markets is dominated by a combination of very 
large, multi-national companies and smaller companies. Many of our competitors have substantially greater 
name recognition and technical, financial and marketing resources, along with greater manufacturing capacity, as 
well as better established relationships with the incumbent carriers, than we do. Many of our competitors have 
more resources to develop or acquire, and more experience in developing or acquiring new products and 
technologies and in creating market awareness for these products and technologies. In addition, many of our 
competitors have the financial resources to offer competitive products at below market pricing levels that could 
prevent us from competing effectively. Further, many of our competitors have built long-standing relationships 
with some of our prospective customers and a number of competitors have the ability to provide financing to 
customers and could, therefore, have an inherent advantage in selling products to those customers.

In the long-haul/subsea market, our main competitors include current WDM suppliers, such as Alcatel-
Lucent, Ciena Corporation, Coriant, Huawei and ZTE. These companies have historically set the competitive 
benchmarks for price and functionality. In the emerging metro cloud market, we expect significant competition 
from public and private companies that have announced plans to develop or have developed products that would 
compete with us in this market. In addition, we may compete with other companies as we expand into new 
markets or as other companies develop products that are competitive with us.

Intellectual Property

 Our success as a company depends upon our ability to protect our core technology and intellectual 
property. To accomplish this, we rely on a combination of intellectual property rights, including patents, trade 
secrets, copyrights and trademarks, as well as customary contractual protections.

 We rely primarily on trade secret protection for our PIC and PIC manufacturing processes, including 
design, fabrication and testing of our PICs. However, there can be no assurances that trade secrets will be 
sufficient to provide us with a competitive advantage or that others have not or will not reverse engineer our 
designs or discover, develop or disclose the same or similar designs and manufacturing processes.

 As of December 27, 2014, we held 298 U.S. patents and 56 international patents expiring between 
2021 and 2034, and held 140 U.S. and 63 foreign pending patent applications.  We do not know whether any of 
our pending patent applications will result in the issuance of patents or whether the examination process will 
require us to narrow our claims.

 We may not receive competitive advantages from the rights granted under our patents and other 
intellectual property. Any patents granted to us may be contested, circumvented or invalidated over the course of 
our business, and we may not be able to prevent third parties from infringing these patents. Therefore, the exact 
effect of the protection of these patents cannot be predicted with certainty.

We believe that the frequency of assertions of patent infringement is increasing as patent holders, 
including entities that are not in our industry and who purchase patents as an investment or to monetize such 
rights by obtaining royalties, use such actions as a competitive tactic as well as a source of additional revenue. 
For example, we are involved in litigation with Cambrian Science Corporation (“Cambrian”) for alleged 
infringement of their patents. See the section set forth in Item 3. “Legal Proceedings” for additional information 
regarding this lawsuit. Any claim of infringement from a third party, even those without merit, could cause us to 
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incur substantial costs defending against such claims, and could distract our management from running our 
business. Furthermore, a party making such a claim, if successful, could secure a judgment that requires us to 
pay substantial damages. A judgment could also include an injunction or other court order that could prevent us 
from selling our products. In addition, we might be required to seek a license for the use of such intellectual 
property, which may not be available on commercially reasonable terms or at all. Alternatively, we may be 
required to develop non-infringing technology, which would require significant effort and expense and may 
ultimately not be successful.

In addition to trade secret and patent protections, we generally control access to and the use of our 
proprietary software and other confidential information. This protection is accomplished through a combination of 
internal and external controls, including contractual protections with employees, contractors, customers and 
partners, and through a combination of U.S. and international copyright laws. We incorporate a number of third 
party software programs into our products pursuant to license agreements.

We license some of our software pursuant to agreements that impose restrictions on our customers’ 
ability to use such software, such as prohibiting reverse engineering and limiting the use of copies. We also seek 
to avoid disclosure of our intellectual property by relying on non-disclosure and assignment of intellectual 
property agreements with our employees and consultants that acknowledge our exclusive ownership of all 
intellectual property developed by the individual during the course of his or her work with us. The agreements 
also require that each person maintain the confidentiality of all proprietary information disclosed to them. Other 
parties may not comply with the terms of their agreements with us, and we may not be able to enforce our rights 
adequately against these parties. We also rely on contractual rights to establish and protect our proprietary rights 
in our products.

We incorporate open source software into our products. Although we monitor our use of open source 
software closely, the terms of many open source licenses have not been interpreted by U.S. courts, and there is 
a risk that such licenses could be construed in a manner that could impose unanticipated conditions or 
restrictions on our ability to commercialize our products. In such event, we could be required to seek licenses 
from third parties in order to continue offering our products, to re-engineer our products or to discontinue the sale 
of our products in the event re-engineering cannot be accomplished on a timely basis, any of which could 
adversely affect our business, operating results and financial condition.

Environmental Matters

 Our business and operations are subject to environmental laws in various jurisdictions around the world 
including the Waste Electrical and Electronic Equipment and Restriction of the Use of Certain Hazardous 
Substances in Electrical and Electronic Equipment regulations adopted by the European Union. We seek to 
operate our business in compliance with such laws. Environmental regulation is increasing and we expect that 
our operations will be subject to additional environmental compliance requirements, which may expose us to 
additional costs. We are also subject to disclosure requirements related to the presence of "conflict minerals" in 
our products. To date, our compliance costs relating to environmental regulations have not resulted in a material 
adverse effect on our business, results of operations or financial condition.

Business Segment Data and Our Foreign Operations

 We operate in the single industry segment of optical transport networking systems. Information 
concerning revenue, results of operations and revenue by geographic area is set forth in Item 7. “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations” and in Note 15, “Segment 
Information,” of Notes to Consolidated Financial Statements, both of which are incorporated herein by reference. 
Information concerning identifiable assets is also set forth in Note 15, “Segment Information,” of Notes to 
Consolidated Financial Statements. Information on risks attendant to our foreign operations is set forth below in 
Item 1A. “Risk Factors.”
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Executive Officers

 Our executive officers and their ages and positions as of December 27, 2014, are set forth below:

Name Age Position
Thomas J. Fallon ............... 53 Chief Executive Officer and Director

David F. Welch, Ph.D......... 54 Co-founder, President and Director

Brad Feller ......................... 41 Chief Financial Officer

Robert J. Jandro ................ 59 Senior Vice President, Worldwide Sales

James L. Laufman ............. 49 Senior Vice President, General Counsel and Corporate Secretary

 Thomas J. Fallon has served as our Chief Executive Officer since January 2010. Mr. Fallon also 
served as our President from January 2010 to June 2013, and as our Chief Operating Officer from October 2006 
to December 2009. From April 2004 to September 2006, Mr. Fallon served as our Vice President of Engineering 
and Operations. From August 2003 to March 2004, Mr. Fallon was Vice President, Corporate Quality and 
Development Operations at Cisco Systems, Inc., a networking and telecommunications company. From March 
1991 to August 2003, Mr. Fallon served in a variety of functions at Cisco, including General Manager of the 
Optical Transport Business Unit and Vice President of Service Provider Manufacturing. Prior to joining Cisco, Mr. 
Fallon also served in various manufacturing roles at Sun Microsystems and Hewlett Packard. Mr. Fallon currently 
serves on the board of Picarro, Inc., a private company, Hercules Technology Growth Capital, Inc., a specialty 
finance company, and the Engineering Advisory Board of the Cockrell School at the University of Texas. Mr. 
Fallon holds B.S.M.E. and M.B.A. degrees from the University of Texas at Austin. 

 David F. Welch, Ph.D. co-founded our company and has served as our President since June 2013 and 
as a member of our board of directors since October 2010.  Dr. Welch has served as our Executive Vice 
President, Chief Strategy Officer from January 2004 to June 2013, as our Chief Development Officer/Chief 
Technology Officer from May 2001 to January 2005, as our Chief Marketing Officer from January 2005 to 
January 2009, and as a member of our board of directors from May 2001 to November 2006. Prior to joining 
Infinera, Dr. Welch served in various executive roles, including as Chief Technology Officer of the Transmission 
Products Group of JDS Uniphase Corporation, an optical component company, and Chief Technology Officer and 
Vice President of Corporate Development of SDL Inc., an optical component company. Dr. Welch holds over 130 
patents, and has been awarded the Optical Society of America's ("OSA") Adolph Lomb Medal, Joseph 
Fraunhofer Award, the John Tyndall Award and the IET JJ Thompson Medal for Achievement in Electronics, in 
recognition of his technical contributions to the optical industry. He is a Fellow of OSA and the Institute of 
Electrical and Electronics Engineers. Dr. Welch holds a B.S. in Electrical Engineering from the University of 
Delaware and a Ph.D. in Electrical Engineering from Cornell University.

 Brad Feller has served as our Chief Financial Officer since March 2014. Prior to joining us, Mr. Feller 
served as Interim Chief Financial Officer of Marvell Technology Group Ltd., a fabless semiconductor company, 
from October 2012 to December 2013, and as Marvell's Vice President, Corporate Controller, from September 
2008 to October 2012. Prior to Marvell, Mr. Feller served as Corporate Controller for Integrated Device 
Technology, Inc., a semiconductor company, from April 2005 to September 2008 and Financial Reporting 
Manager from October 2003 to April 2005. Prior to that, Mr. Feller served in various roles at Ernst & Young LLP in 
the technology practice. Mr. Feller is a certified public accountant (inactive) in the State of California and holds a 
B.S. degree in Business Administration from San Jose State University.

Robert J. Jandro has served as our Senior Vice President, Worldwide Sales, since May 2013.  Prior to 
joining us, Mr. Jandro served as Vice President of Business Development of Openwater Software, Inc., a big 
data and analytics cloud company, from January 2008 to August 2012. From February 2004 to November 2006, 
Mr. Jandro served as Chief Executive Officer and President of Nsite Software, Inc., an early cloud company 
acquired by Business Objects. From March 2000 to August 2002, Mr. Jandro served as Executive Vice President 
of Global Sales and Services for ONI Systems, an optical networking company. Prior to that, Mr. Jandro worked 
at Oracle where he last served as the Group Vice President of Oracle’s Communications and Utilities Industries. 
Mr. Jandro earned a Masters of Management degree from Northwestern University’s Kellogg Graduate School of 
Management and a B.S. in Business from the University of Missouri-St. Louis.
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 James L. Laufman has served as our Senior Vice President, General Counsel and Corporate 
Secretary since October 2014. Prior to joining us, Mr. Laufman served as Vice President and General Counsel of 
Marvell Semiconductor Inc. from October 2008 to October 2014. From September 1999 to October 2008. Mr. 
Laufman served as General Counsel and Secretary of Integrated Device Technology, Inc.  Prior to that, Mr. 
Laufman served as Senior Corporate Counsel for Quantum Corporation from January 1999 to September 1999.  
From November 1994 to December 1998, Mr. Laufman served as Vice President and General Counsel of Rohm 
Corporation. From December 1990 to November 1994, Mr. Laufman worked as an Associate Attorney at the 
Berliner Cohen and Popelka Allard law firms specializing in the litigation and resolution of commercial transaction 
matters. Mr. Laufman holds a B.S. in Business Administration, Finance (cum laude) from California State 
University, Chico and a J.D. from Santa Clara University School of Law.

Available Information

Our website address is http://www.infinera.com. Information contained on our website is not 
incorporated by reference into this Form 10-K unless expressly noted. We file reports with the Securities and 
Exchange Commission (“SEC”), which we make available on our website free of charge. These reports include 
Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, current reports on Form 8-K and amendments 
to such reports, each of which is provided on our website as soon as reasonably practicable after we 
electronically file such materials with or furnish them to the SEC. You can also read and copy any materials we 
file with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Washington, DC 20549. You can 
obtain additional information about the operation of the Public Reference Room by calling the SEC at 1-800-
SEC-0330. In addition, the SEC maintains a website (http://www.sec.gov) that contains reports, proxy and 
information statements, and other information regarding issuers that file electronically with the SEC, including us.
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ITEM 1A. RISK FACTORS

 Investing in our securities involves a high degree of risk. Set forth below and elsewhere in this Annual 
Report on Form 10-K, and in other documents we file with the SEC, are risks and uncertainties that could cause 
our actual results to differ materially from the results contemplated by the forward-looking statements contained 
in this Annual Report on Form 10-K. Because of the following factors, as well as other variables affecting our 
operating results, past financial performance should not be considered as a reliable indicator of future 
performance and investors should not use historical trends to anticipate results or trends in future periods.

Our quarterly results may fluctuate significantly, which could make our future results difficult to predict 
and could cause our operating results to fall below investor or analyst expectations.

Our quarterly results may fluctuate due to a variety of factors, many of which are outside of our control. 
Over the past eight fiscal quarters, our revenue has ranged from $124.6 million to $186.3 million and our 
operating income (loss) has ranged from income of $12.9 million to a loss of $14.9 million. In fiscal years prior to 
the fiscal year ended December 27, 2014, we had significant operating losses and there is no guarantee that we 
will be able to sustain profitability in the future. As of December 27, 2014, our accumulated deficit was $590.8 
million. As a result, comparing our operating results on a period-to-period basis may not be meaningful. Our 
budgeted expense levels are based, in large part, on our expectations of future revenue and the development 
efforts associated with these future revenue. Given the relatively fixed nature of our operating costs including 
those relating to our personnel and facilities, particularly for our engineering personnel, any substantial 
adjustment to our expenses to account for lower levels of revenue will be difficult and may take time. 
Consequently, if our revenue does not meet projected levels in the short-term, our inventory levels and operating 
expenses would be high relative to revenue, resulting in potential operating losses.

In addition to other risks discussed in this section, factors that may contribute to fluctuations in our 
quarterly results include:

• fluctuations in demand, sales cycles and prices for products and services, including discounts given 
in response to competitive pricing pressures;

• fluctuations in our customer or product mix, including the impact of new customer deployments, 
which typically carry lower gross margins;

• changes in customers’ budgets for optical transport network equipment purchases and changes in 
their purchasing cycles;

• order cancellations or reductions or delays in delivery schedules by our customers;

• the payment terms offered to our customers;

• our ability to control costs, including our operating expenses and the costs of components we 
purchase for our products;

• readiness of customer sites for installation of our products;

• the timing of product releases or upgrades by us or by our competitors. 

• any significant changes in the competitive dynamics of our market, including any new entrants, or 
customer or competitor consolidation;

• availability of third party suppliers to provide contract engineering and installation services for us;

• the timing of recognizing revenue in any given quarter, including the impact of revenue recognition 
standards and any future changes in United States generally accepted accounting principles ("U.S. 
GAAP") or new interpretations of existing accounting rules; 

• the impact of a significant natural disaster, such as an earthquake, severe weather, or tsunami or 
other flooding, as well as interruptions or shortages in the supply of utilities such as water and 
electricity, in a key location such as our Northern California facilities, which is located near major 
earthquake fault lines and in a designated flood zone; and

• general economic conditions in domestic and international markets.
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Many factors affecting our results of operations are beyond our control and make it difficult to predict our 
results for a particular quarter or to accurately predict future revenue beyond a one-quarter time horizon. If our 
revenue or operating results fall below the expectations of investors or securities analysts or below any guidance 
we provide to the market, the price of our common stock may decline substantially.

Our gross margin may fluctuate from quarter-to-quarter and may be adversely affected by a number of 
factors, some of which are beyond our control.

Our gross margin fluctuates from period-to-period and vary by customer and by product specification. 
Over the past eight fiscal quarters, our gross margin has ranged from 34% to 48%. Our gross margin is likely to 
continue to fluctuate and will be affected by a number of factors, including:

• the mix in any period of the types of customers purchasing our products as well as the product mix;

• significant new customer deployments, often with a higher portion of lower margin common 
equipment as we try to build footprint;

• price discounts negotiated by our customers;

• charges for excess or obsolete inventory;

• changes in the price or availability of components for our products;

• changes in our manufacturing costs, including fluctuations in yields and production volumes; and

• increased warranty or repair costs.

It is likely that the average unit prices of our products will decrease over time in response to competitive 
pricing pressures, increased negotiated sales discounts, new product introductions by us or our competitors or 
other factors. In addition, some of our customer contracts contain annual discounts that require us to decrease 
the sales price of our products to these customers. In response, we will need to reduce the cost of our products 
through manufacturing efficiencies, design improvements and cost reductions. If these efforts are not successful 
or if we are unable to reduce our costs to a greater extent than the reduction in the price of our products, our 
revenue and gross margin will decline, causing our operating results to decline. Fluctuations in gross margin may 
make it difficult to manage our business and achieve or maintain profitability.

Aggressive business tactics by our competitors may harm our business.

The markets in which we compete are extremely competitive and have resulted in aggressive business 
tactics by our competitors, including:

• aggressively pricing their optical transport products and other portfolio products, including offering 
significant one-time discounts and guaranteed future price decreases;

• offering optical products at a substantial discount or free when bundled together with the 
customers' router or wireless equipment spend;

• providing financing, marketing and advertising assistance to customers;

• influencing customer requirements to emphasize different product capabilities, which better suit 
their products;

• offering to repurchase our equipment from existing customers; and

• asserting intellectual property rights.

The level of competition and pricing pressure tend to increase when competing for larger high-profile 
opportunities or during periods of economic weakness when there are fewer network build-out projects. If we fail 
to compete successfully against our current and future competitors, or if our current or future competitors 
continue or expand aggressive business tactics, including those described above, demand for our products could 
decline, we could experience delays or cancellations of customer orders, or we could be required to reduce our 
prices to compete in the market.
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Our ability to increase our revenue will depend upon continued growth of demand by consumers and 
businesses for additional network capacity.

Our future success depends on factors that increase the amount of data transmitted over 
communications networks and the growth of optical transport networks to meet the increased demand for optical 
capacity. These factors include the growth of mobility, video, cloud-based services, increased broadband 
connectivity and the continuing adoption of high-capacity, revenue-generating services. If demand for such 
bandwidth does not continue, or slows down, the need for increased bandwidth across networks and the market 
for optical communications network products may not continue to grow and our product sales would be 
negatively impacted. In addition, if general economic conditions weaken, our customers and potential customers 
may slow or delay their purchase decisions, which would have an adverse effect on our business and financial 
condition.

Any delays in the development and introduction of our products or in releasing enhancements to our 
existing products may harm our business.

Because our products are based on complex technology, including, in some cases, the development of 
next-generation PICs and specialized ASICs, we may experience unanticipated delays in developing, improving, 
manufacturing or deploying these products. The development process for our PICs is lengthy, and any 
modifications to our PICs, including the development of our next-generation PICs, entail significant development 
cost and risks.

At any given time, various new product introductions and enhancements to our existing products, such 
as future products based on our next-generation PICs, are in the development phase and are not yet ready for 
commercial manufacturing or deployment. We rely on third parties, some of which are relatively early stage 
companies, to develop and manufacture components for our next-generation products, which can require custom 
development. The maturing process from laboratory prototype to customer trials, and subsequently to general 
availability, involves a significant number of simultaneous development efforts. These efforts often must be 
completed in a timely manner so that they may be introduced into the product development cycle for our 
systems, and include:

• completion of product development, including the completion of any associated PIC development, 
such as our next-generation PICs, and the completion of associated module development, 
including modules developed by third parties;

• the qualification and multiple sourcing of critical components;

• validation of manufacturing methods and processes;

• extensive quality assurance and reliability testing and staffing of testing infrastructure;

• validation of software; and

• establishment of systems integration and systems test validation requirements.

Each of these steps, in turn, presents risks of failure, rework or delay, any one of which could decrease 
the speed and scope of product introduction and marketplace acceptance of our products. New generations of 
our PICs, specialized ASICs and intensive software testing are important to the timely introduction of new 
products and enhancements to our existing products, and are subject to these development risks. In addition, 
unexpected intellectual property disputes, failure of critical design elements, and a host of other development 
execution risks may delay, or even prevent, the introduction of new products or enhancements to our existing 
products. If we do not develop and successfully introduce or enhance products in a timely manner, our 
competitive position will suffer. In addition, if we do not develop and successfully introduce or enhance products 
in sufficient time so as to satisfy our customer’s expectations, we may lose future business from such customers 
and harm our reputation and our customer relationships, either of which would harm our business and operating 
results.
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The markets in which we compete are highly competitive and we may not be able to compete effectively.

Competition in the optical transport equipment market is intense, and we expect such competition to 
increase. In the long-haul market, our main competitors include current WDM suppliers, such as Alcatel-Lucent, 
Ciena, Coriant, Huawei and ZTE. These companies have historically set the competitive benchmarks for price 
and functionality. In the metro cloud market, our potential competitors include well established companies as well 
as a number of smaller public and private companies that have announced plans to develop or have developed 
products that would compete with us in this market. Competition in these markets is based on price, commercial 
terms, functionality, manufacturing capability, existing business and customer relationships, scalability and quality 
of services to meet our customers’ immediate and future network requirements. In addition to the current 
competitors, other companies have, or may in the future develop, products that are or could be competitive with 
our products. In particular, if a competitor develops a photonic integrated circuit with similar functionality to our 
PICs, our business could be harmed. We also expect to encounter further consolidation in the markets in which 
we compete. Consolidation among our competitors could lead to a changing competitive landscape, capabilities 
and market share, which could harm our results of operations.

Some of our competitors have substantially greater name recognition and technical, financial and 
marketing resources along with better established relationships with incumbent carriers and other potential 
customers than we have. Many of our competitors have more resources to develop or acquire, and more 
experience in developing or acquiring, new products and technologies and in creating market awareness for 
those products and technologies. In addition, many of our competitors have the financial resources to offer 
competitive products at aggressive pricing levels that could prevent us from competing effectively. Further, many 
of our competitors have built long-standing relationships with some of our prospective customers and have the 
ability to provide financing to customers and could, therefore, have an inherent advantage in selling products to 
those customers.

We also compete with low-cost producers from China that can increase pricing pressure on us and a 
number of smaller companies that provide competition for a specific product, customer segment or geographic 
market. These competitors often base their products on the latest available technologies. Due to the narrower 
focus of their efforts, these competitors may achieve commercial availability of their products more quickly than 
we can and may provide attractive alternatives to our customers.

Our large customers have substantial negotiating leverage, which may require that we agree to terms 
and conditions that result in decreased revenue due to lower average selling prices and potentially 
higher cost of sales leading to lower gross margin, all of which would harm our operating results.

Substantial changes in the optical transport networking industry have occurred over the last few years. 
Many potential customers have confronted static or declining revenue. Many of our customers have substantial 
debt burdens, many have experienced financial distress, and some have gone out of business, been acquired by 
other service providers, or announced their withdrawal from segments of the business. Consolidation in the 
markets in which we compete has resulted in changes in the structure of the communications networking 
industry, with greater concentration of purchasing power in a small number of large service providers, cable 
operators and ICPs. The increased concentration among our customer base may also lead to increased 
competition for new network deployments and increased negotiating power for our customers. This may require 
us to decrease our average selling prices, which would have an adverse impact on our operating results.

Further, many of our customers are large service providers that have substantial purchasing power and 
leverage in negotiating contractual arrangements with us. Our customers have and may continue to seek 
advantageous pricing, payment and other commercial terms. We have and may continue to be required to agree 
to unfavorable commercial terms with these customers, including reducing the average selling price of our 
products or agreeing to extended payment terms in response to these commercial requirements or competitive 
pricing pressures. To maintain acceptable operating results, we will need to comply with these commercial terms, 
develop and introduce new products and product enhancements on a timely basis and continue to reduce our 
costs.
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We must respond to rapid technological change and comply with evolving industry standards and 
requirements for our products to be successful.

The optical transport networking equipment market is characterized by rapid technological change, 
changes in customer requirements and evolving industry standards. We continually invest in research and 
development to sustain or enhance our existing products, but the introduction of new communications 
technologies and the emergence of new industry standards or requirements could render our products obsolete. 
Further, in developing our products, we have made, and will continue to make, assumptions with respect to 
which standards or requirements will be adopted by our customers and competitors. If the standards or 
requirements adopted by our prospective customers are different from those on which we have focused our 
efforts, market acceptance of our products would be reduced or delayed and our business would be harmed.

We are continuing to invest a significant portion of our research and development efforts in the 
development of our next-generation products. We expect our competitors to continue to improve the 
performance of their existing products and to introduce new products and technologies and to influence 
customers’ buying criteria so as to emphasize product capabilities that we do not, or may not, possess. To be 
competitive, we must properly anticipate future customer requirements and we must continue to invest significant 
resources in research and development, sales and marketing, and customer support. If we do not anticipate 
these future customer requirements and invest in the technologies necessary to enable us to have and to sell the 
appropriate solutions, it may limit our competitive position and future sales, which would have an adverse effect 
on our business and financial condition. We may not have sufficient resources to make these investments and 
we may not be able to make the technological advances necessary to be competitive.

We are dependent on sole source and limited source suppliers for several key components, and if we fail 
to obtain these components on a timely basis, we will not meet our customers’ product delivery 
requirements. 

We currently purchase several key components for our products from single or limited sources. In 
particular, we rely on our own production of certain components of our products, such as PICs, and on third 
parties as sole source suppliers for certain of the components of our products, including ASICs, field-
programmable gate arrays, processors, and other semiconductor and optical components. We purchase these 
items on a purchase order basis and have no long-term contracts with many of these sole source suppliers. We 
have increased our reliance on third parties to develop and manufacture components for certain products, some 
of which require custom development. If any of our sole or limited source suppliers suffer from capacity 
constraints, lower than expected yields, deployment delays, work stoppages or any other reduction or disruption 
in output, they may be unable to meet our delivery schedule which could result in lost revenue, additional product 
costs and deployment delays that could harm our business and customer relationships. Further, our suppliers 
could enter into exclusive arrangements with our competitors, refuse to sell their products or components to us at 
commercially reasonable prices or at all, go out of business or discontinue their relationships with us. We may be 
unable to develop alternative sources for these components.

The loss of a source of supply, or lack of sufficient availability of key components, could require us to 
redesign products that use such components, which could result in lost revenue, additional product costs and 
deployment delays that could harm our business and customer relationships. If we do not receive critical 
components for our products in a timely manner, we will be unable to deliver those components to our contract 
manufacturer in a timely manner and would, therefore, be unable to meet our prospective customers’ product 
delivery requirements. In addition, the sourcing from new suppliers may require us to re-design our products, 
which could cause delays in the manufacturing and delivery of our products. In the past, we have experienced 
delivery delays because of lack of availability of components or reliability issues with components that we were 
purchasing. In addition, some of our suppliers have gone out of business, merged with another supplier, or 
limited their supply of components to us, which may cause us to experience longer than normal lead times and 
supply delays. We may in the future experience a shortage of certain components as a result of our own 
manufacturing issues, manufacturing issues at our suppliers or contract manufacturers, capacity problem 
experiences by our suppliers or contract manufacturers, or strong demand in the industry for such components. A 
return to growth in the economy is likely to continue to create pressure on us and our suppliers to accurately 
project overall component demand and manufacturing capacity. These supplier disruptions may continue to 
occur in the future, which could limit our ability to produce our products and cause us to fail to meet a customer’s 
delivery requirements. Such events could harm our reputation and our customer relationships, either of which 
would harm our business and operating results.
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If we fail to accurately forecast demand for our products, we may have excess or insufficient inventory, 
which may increase our operating costs, decrease our revenue and harm our business.

We are required to generate forecasts of future demand for our products several months prior to the 
scheduled delivery to our prospective customers. This requires us to make significant investments before we 
know if corresponding revenue will be recognized. Lead times for materials and components, including ASICs, 
that we need to order for the manufacture of our products vary significantly and depend on factors such as the 
specific supplier, contract terms and demand for each component at a given time. In the past, we have 
experienced lengthening in lead times for certain components. If the lead times for components are lengthened, 
we may be required to purchase increased levels of such components to satisfy our delivery commitments to our 
customers.

If we overestimate market demand for our products and, as a result, increase our inventory in 
anticipation of customer orders that do not materialize, we will have excess inventory, which could result in 
increased risk of obsolescence and significant inventory write-downs. Furthermore, this will result in reduced 
production volumes and our fixed costs will be spread across fewer units, increasing our per unit costs. If we 
underestimate demand for our products, we will have inadequate inventory, which could slow down or interrupt 
the manufacturing of our products and result in delays in shipments and our ability to recognize revenue. In 
addition, we may be unable to meet our supply commitments to customers, which could result in a loss of certain 
customer opportunities or a breach of our customer agreements resulting in payment of damages.

If our contract manufacturers do not perform as we expect, our business may be harmed.

We rely on third party contract manufacturers to perform a significant portion of the manufacturing of our 
products, and our future success will depend on our ability to have sufficient volumes of our products 
manufactured in a cost-effective and quality-controlled manner. We have engaged third parties to manufacture 
certain elements of our products at multiple contract manufacturing sites located around the world but do not 
have long-term agreements in place with some of our manufacturers and suppliers. There are a number of risks 
associated with our dependence on contract manufacturers, including:

• reduced control over delivery schedules, particularly for international contract manufacturing sites;

• reliance on the quality assurance procedures of third parties;

• potential uncertainty regarding manufacturing yields and costs;

• potential lack of adequate capacity during periods of high demand;

• potential uncertainty related to the use of international contract manufacturing sites;

• limited warranties on components supplied to us;

• potential misappropriation of our intellectual property; and

• potential manufacturing disruptions (including disruptions caused by geopolitical events, military 
actions or natural disasters).

Any of these risks could impair our ability to fulfill orders. Our contract manufacturers may not be able to 
meet the delivery requirements of our customers, which could decrease customer satisfaction and harm our 
product sales. We do not have long-term contracts or arrangements with our contract manufacturers that will 
guarantee product availability, or the continuation of particular pricing or payment terms. If our contract 
manufacturers are unable or unwilling to continue manufacturing our products or components of our products in 
required volumes or our relationship with any of our contract manufacturers is discontinued for any reason, we 
would be required to identify and qualify alternative manufacturers, which could cause us to be unable to meet 
our supply requirements to our customers and result in the breach of our customer agreements. Qualifying a new 
contract manufacturer and commencing volume production is expensive and time-consuming and if we are 
required to change or qualify a new contract manufacturer, we could lose revenue and damage our customer 
relationships.
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We are dependent on a small number of key customers for a significant portion of our revenue and the 
loss of, or a significant reduction in, orders from one or more of our key customers would reduce our 
revenue and harm our operating results.

A relatively small number of customers account for a large percentage of our revenue. As a result, our 
business will be harmed if any of our key customers do not generate as much revenue as we forecast, stop 
purchasing from us, or substantially reduce their orders to us. In addition, our business will be harmed if we fail to 
maintain our competitive advantage with our key customers.

Our ability to continue to generate revenue from our key customers will depend on our ability to 
maintain strong relationships with these customers and introduce new products that are desirable to these 
customers at competitive prices, and we may not be successful at doing so. In most cases, our sales are made 
to these customers pursuant to standard purchase agreements rather than long-term purchase commitments, 
and orders may be canceled or reduced readily. In the event of a cancellation or reduction of an order, we may 
not have enough time to reduce operating expenses to minimize the effect of the lost revenue on our business. 
Our operating results will continue to depend on our ability to sell our products to our key customers.

If we fail to expand sales of our products into the metro market, our ability to increase revenue will be 
harmed.

We believe that, in order to grow our revenue and business, we must successfully sell our products into 
the metro market. This will depend on our ability, to timely and in a cost-effective manner, develop new products 
with unique requirements focused on space, power consumption and cost. In order for us to address a portion of 
this market, we recently announced the introduction of the Cloud Xpress family of metro optical platforms, which 
we believe addresses a new opportunity in the metro cloud market. In order to succeed in our sales efforts, we 
believe that we must hire additional sales personnel to meet the increasing needs of these customers and 
develop the necessary relationships. We may also have to incur substantial unanticipated costs to market and 
identify the appropriate partners to increase any sales of new products. The success of new product 
introductions depends on a number of factors including, but not limited to, timely and successful product 
development, market acceptance, our ability to manage the risks associated with new product production ramp-
up issues, the effective management of purchase commitments and inventory levels in line with anticipated 
product demand, the availability of products in appropriate quantities and at expected costs to meet anticipated 
demand, and the risk that new products may have quality or other defects or deficiencies in the early stages of 
introduction. Accordingly, if we do not succeed in our efforts to address the metro market, the size of our total 
addressable market will be limited. This, in turn, would harm our ability to grow our customer base and increase 
revenue.

Our manufacturing process is very complex and the partial or complete loss of our manufacturing 
facility, or a reduction in yields or an inability to scale capacity to meet customer demands could harm 
our business.

The manufacturing process for certain components of our products, including our PICs, is technically 
challenging. In the event that any of the manufacturing facilities utilized to build these components were fully or 
partially destroyed, as a result of fire, water damage, or otherwise, it would limit our ability to produce our 
products. Because of the complex nature of our manufacturing facilities, such loss would take a considerable 
amount of time to repair or rebuild. The partial or complete loss of any of our manufacturing facilities, or an event 
causing the interruption in our use of such facility for any extended period of time would cause our business, 
financial condition and operating results to be harmed.

Minor deviations in the PIC manufacturing process can cause substantial decreases in yields and, in 
some cases, cause production to be suspended. In the past, we have had significant variances in our PIC yields, 
including production interruptions and suspensions and may have continued yield variances, including additional 
interruptions or suspensions in the future. We expect our manufacturing yield for our next-generation PICs to be 
lower initially and increase as we achieve full production. Poor yields from our PIC manufacturing process or 
defects, integration issues or other performance problems in our products could limit our ability to satisfy 
customer demand requirements, and could cause us customer relations and business reputation problems, 
harming our business and operating results.
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Our inability to obtain sufficient manufacturing capacity to meet demand, either in our own facilities or 
through foundry or similar arrangements with third parties, could harm our relationships with our customers, our 
business and our operating results.

If we fail to protect our intellectual property rights, our competitive position could be harmed or we could 
incur significant expense to enforce our rights.

We depend on our ability to protect our proprietary technology. We rely on a combination of methods to 
protect our intellectual property, including limiting access to certain information, and utilizing trade secret, patent, 
copyright and trademark laws and confidentiality agreements with employees and third parties, all of which offer 
only limited protection. The steps we have taken to protect our proprietary rights may be inadequate to preclude 
misappropriation or unauthorized disclosure of our proprietary information or infringement of our intellectual 
property rights, and our ability to police such misappropriation, unauthorized disclosure or infringement is 
uncertain, particularly in countries outside of the United States. This is likely to become an increasingly important 
issue as we expand our operations and product development into countries that provide a lower level of 
intellectual property protection. We do not know whether any of our pending patent applications will result in the 
issuance of patents or whether the examination process will require us to narrow our claims, and even if patents 
are issued, they may be contested, circumvented or invalidated. Moreover, the rights granted under any issued 
patents may not provide us with a competitive advantage, and, as with any technology, competitors may be able 
to develop similar or superior technologies to our own now or in the future.

Protecting against the unauthorized use of our products, trademarks and other proprietary rights is 
expensive, difficult, time consuming and, in some cases, impossible. Litigation may be necessary in the future to 
enforce or defend our intellectual property rights, to protect our trade secrets or to determine the validity or scope 
of the proprietary rights of others. Such litigation could result in substantial cost and diversion of management 
resources, either of which could harm our business, financial condition and operating results. Furthermore, many 
of our current and potential competitors have the ability to dedicate substantially greater resources to enforce 
their intellectual property rights than we do. Accordingly, despite our efforts, we may not be able to prevent third 
parties from infringing upon or misappropriating our intellectual property.

Claims by others that we infringe their intellectual property could harm our business.

Our industry is characterized by the existence of a large number of patents and frequent claims and 
related litigation regarding patent and other intellectual property rights. In particular, many leading companies in 
the optical transport networking industry, including our competitors, have extensive patent portfolios with respect 
to optical transport networking technology. We expect that infringement claims may increase as the number of 
products and competitors in our market increases and overlaps occur. From time to time, third parties may assert 
exclusive patent, copyright, trademark and other intellectual property rights to technologies and related standards 
that are important to our business or seek to invalidate the proprietary rights that we hold. Competitors or other 
third parties have, and may continue to assert claims or initiate litigation or other proceedings against us or our 
manufacturers, suppliers or customers alleging infringement of their proprietary rights, or seeking to invalidate 
our proprietary rights, with respect to our products and technology. In addition, we have had certain patent 
licenses with third parties that have not been renewed, and if we cannot successfully renew these licenses, we 
could face claims of infringement. In the event that we are unsuccessful in defending against any such claims, or 
any resulting lawsuit or proceedings, we could incur liability for damages and/or have valuable proprietary rights 
invalidated.

Any claim of infringement from a third party, even one without merit, could cause us to incur substantial 
costs defending against the claim, and could distract our management from running our business. Furthermore, 
a party making such a claim, if successful, could secure a judgment that requires us to pay substantial damages. 
A judgment could also include an injunction or other court order that could prevent us from offering our products. 
In addition, we might be required to seek a license for the use of such intellectual property, which may not be 
available on commercially reasonable terms or at all. Alternatively, we may be required to develop non-infringing 
technology, which would require significant effort and expense and may ultimately not be successful. Any of 
these events could harm our business, financial condition and operating results. Competitors and other third 
parties have and may continue to assert infringement claims against our customers and sales partners. Any of 
these claims would require us to initiate or defend potentially protracted and costly litigation on their behalf, 
regardless of the merits of these claims, because we generally indemnify our customers and sales partners from 
claims of infringement of proprietary rights of third parties. If any of these claims succeed, we may be forced to 
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pay damages on behalf of our customers or sales partners, which could have an adverse effect on our business, 
financial condition and operating results.

We incorporate open source software into our products. Although we monitor our use of open source 
software closely, the terms of many open source licenses have not been interpreted by U.S. courts, and there is 
a risk that such licenses could be construed in a manner that could impose unanticipated conditions or 
restrictions on our ability to commercialize our products. In such event, we could be required to seek licenses 
from third parties in order to continue offering our products, to re-engineer our products or to discontinue the sale 
of our products in the event re-engineering cannot be accomplished on a timely basis, any of which could 
adversely affect our business, operating results and financial condition.

We are involved in litigation with Cambrian whereby Cambrian alleged that we and seven of our 
customers infringe one of Cambrian's patents. Information regarding this matter is set forth in Part I, Item 3. 
“Legal Proceedings,” and is incorporated herein by reference.

Unfavorable macroeconomic and market conditions may adversely affect our industry, business and 
gross margin.

Our business depends on the overall demand for additional bandwidth capacity and on the economic 
health and willingness of our customers and potential customers to make capital commitments to purchase our 
products and services. As a result of macroeconomic or market uncertainty, we may face new risks that we have 
not yet identified. In addition, a number of the risks associated with our business, which are disclosed in these 
risk factors, may increase in likelihood, magnitude or duration.

In the past, unfavorable macroeconomic and market conditions have resulted in sustained periods of 
decreased demand for optical communications products. These conditions may also result in the tightening of 
credit markets, which may limit or delay our customers’ ability to obtain necessary financing for their purchases of 
our products. A lack of liquidity in the capital markets or the continued uncertainty in the global economic 
environment may cause our customers to delay or cancel their purchases, increase the time they take to pay or 
default on their payment obligations, each of which would negatively affect our business and operating results. 
Continued weakness and uncertainty in the global economy could cause some of our customers to become 
illiquid, delay payments or adversely affect our collection of their accounts, which could result in a higher level of 
bad debt expense. In addition, currency fluctuations could negatively affect our international customers’ ability or 
desire to purchase our products.

Challenging economic conditions have from time to time contributed to slowdowns in the 
telecommunications industry in which we operate. Such slowdowns may result in:

• reduced demand for our products as a result of constraints on capital spending by our customers, 
particularly service providers;

• increased price competition for our products, not only from our competitors, but also as a result of 
our customer’s or potential customer’s utilization of inventoried or underutilized products, which 
could put additional downward pressure on our near term gross profits;

• risk of excess or obsolete inventories;

• excess manufacturing capacity and higher associated overhead costs as a percentage of revenue; 
and

• more limited ability to accurately forecast our business and future financial performance.

A lack of liquidity and economic uncertainty may adversely affect our suppliers or the terms on which we 
purchase products from these suppliers. It may also cause some of our suppliers to become illiquid. Any of these 
impacts could limit our ability to obtain components for our products from these suppliers and could adversely 
impact our supply chain or the delivery schedule to our customers. This also could require us to purchase more 
expensive components, or re-design our products, which could cause increases in the cost of our products and 
delays in the manufacturing and delivery of our products. Such events could harm our gross margin and harm 
our reputation and our customer relationships, either of which could harm our business and operating results.
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Product performance problems, including undetected errors in our hardware or software, or deployment 
delays could harm our business and reputation.

The development and production of products with high technology content is complicated and often 
involves problems with software, components and manufacturing methods. Complex hardware and software 
systems, such as our products, can often contain undetected errors when first introduced or as new versions are 
released. In addition, errors associated with components we purchase from third parties, including customized 
components, may be difficult to resolve. We have experienced issues in the past in connection with the Infinera 
DTN and Infinera DTN-X platforms, including failures due to the receipt of faulty components from our suppliers. 
We suspect that errors, including potentially serious errors, may be found from time to time in our products. Our 
products may suffer degradation of performance and reliability over time.

If reliability, quality or network monitoring problems develop, a number of negative effects on our 
business could result, including:

• delays in our ability to recognize revenue;

• costs associated with fixing software or hardware defects or replacing products;

• high service and warranty expenses;

• delays in shipments;

• high inventory excess and obsolescence expense;

• high levels of product returns;

• diversion of our engineering personnel from our product development efforts;

• delays in collecting accounts receivable;

• payment of liquidated damages, performance guarantees or similar penalties;

• reduced orders from existing customers; and

• declining interest from potential customers.

Because we outsource the manufacturing of certain components of our products, we may also be 
subject to product performance problems as a result of the acts or omissions of third parties.

From time to time, we encounter interruptions or delays in the activation of our products at a customer’s 
site. These interruptions or delays may result from product performance problems or from issues with installation 
and activation, some of which are outside our control. If we experience significant interruptions or delays that we 
cannot promptly resolve, the associated revenue for these installations may be delayed or confidence in our 
products could be undermined, which could cause us to lose customers and fail to add new customers.

If we lose key personnel or fail to attract and retain additional qualified personnel when needed, our 
business may be harmed. 

Our success depends to a significant degree upon the continued contributions of our key management, 
engineering, sales and marketing, and finance personnel, many of whom would be difficult to replace. For 
example, senior members of our engineering team have unique technical experience that would be difficult to 
replace. We do not have long-term employment contracts or key person life insurance covering any of our key 
personnel. Because our products are complex, we must hire and retain a large number of highly trained 
customer service and support personnel to ensure that the deployment of our products do not result in network 
disruption for our customers. We believe our future success will depend in large part upon our ability to identify, 
attract and retain highly skilled managerial, engineering, sales, marketing, finance and customer service and 
support personnel. Competition for these individuals is intense in our industry, especially in the San Francisco 
Bay Area where we are headquartered. We may not succeed in identifying, attracting and retaining appropriate 
personnel. The loss of the services of any of our key personnel, the inability to identify, attract or retain qualified 
personnel in the future or delays in hiring qualified personnel, particularly engineers and sales personnel, could 
make it difficult for us to manage our business and meet key objectives, such as timely product introductions.
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Our debt obligations may adversely affect our ability to raise additional capital and will be a burden on 
our future cash flows and cash resources, particularly if these obligations are settled in cash upon 
maturity or sooner upon an event of default.

In May 2013, we issued $150.0 million of 1.75% convertible senior notes due June 1, 2018 (the 
"Notes"). The degree to which we are leveraged could have important consequences, including, but not limited 
to, the following:

• our ability to obtain additional financing in the future for working capital, capital expenditures, 
acquisitions, litigation, general corporate or other purposes may be limited;

• a substantial portion of our future cash balance may be dedicated to the payment of the principal of 
our indebtedness as we have the intention to pay the principal amount of the Notes in cash upon 
conversion if specified conditions are met or when due, such that we would not have those funds 
available for use in our business; and

• if upon any conversion of the Notes we are required to satisfy our conversion obligation with shares 
of our common stock or if a make-whole fundamental change occurs, our existing stockholders’ 
interest in us would be diluted.

Our ability to meet our payment obligations under our debt instruments depends on our future cash flow 
performance. This, to some extent, is subject to general economic, financial, competitive, legislative and 
regulatory factors, as well as other factors that may be beyond our control. There can be no assurance that our 
business will generate positive cash flow from operations, or that additional capital will be available to us, in an 
amount sufficient to enable us to meet our debt payment obligations and to fund other liquidity needs. If we are 
unable to generate sufficient cash flow to service our debt obligations, we may need to refinance or restructure 
our debt, sell assets, reduce or delay capital investments, or seek to raise additional capital. If we were unable to 
implement one or more of these alternatives, we may be unable to meet our debt payment obligations. As a 
result, we may be more vulnerable to economic downturns, less able to withstand competitive pressures and less 
flexible in responding to changing business and economic conditions.

We may issue additional shares of our common stock in connection with the conversion of the Notes, 
and thereby dilute our existing stockholders and potentially adversely affect the market price of our 
common stock.

In the event that some or all of the Notes are converted into common stock, the ownership interests of 
existing stockholders will be diluted, and any sales in the public market of any shares of our common stock 
issuable upon such conversion of the Notes could adversely affect the prevailing market price of our common 
stock. In addition, the anticipated conversion of the Notes could depress the market price of our common stock.

The make-whole fundamental change provisions of the Notes may delay or prevent an otherwise 
beneficial takeover attempt of us.

If a make-whole fundamental change such as an acquisition of our company occurs prior to the maturity 
of the Notes, under certain circumstances, the conversion rate for the Notes will increase such that additional 
shares of our common stock will be issued upon conversion of the Notes in connection with such make-whole 
fundamental change. The increase in the conversion rate will be determined based on the date on which the 
make-whole fundamental change occurs or becomes effective and the price paid (or deemed paid) per share of 
our common stock in such transaction. This increase will be dilutive to our existing stockholders. Our obligation 
to increase the conversion rate upon the occurrence of a make-whole fundamental change may, in certain 
circumstances, delay or prevent a takeover of us that might otherwise be beneficial to our stockholders.

If we need additional capital in the future, it may not be available to us on favorable terms, or at all.

Our business requires significant capital. We have historically relied on outside debt or equity financing 
as well as cash flow from operations to fund our operations, capital expenditures and expansion. We may require 
additional capital from equity or debt financings in the future to fund our operations or respond to competitive 
pressures or strategic opportunities. We have a history of significant operating losses, including a net loss of 
$32.1 million for 2013. In the event that we require additional capital, we may not be able to secure timely 
additional financing on favorable terms, or at all. The terms of any additional financing may place limits on our 
financial and operating flexibility. If we raise additional funds through further issuances of equity, convertible debt 
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securities or other securities convertible into equity, our existing stockholders could suffer dilution in their 
percentage ownership of our company, and any new securities we issue could have rights, preferences and 
privileges senior to those of holders of our common stock. If we are unable to obtain adequate financing or 
financing on terms satisfactory to us, if and when we require it, our ability to grow or support our business and to 
respond to business challenges could be limited and our business will be harmed.

Our sales cycle can be long and unpredictable, which could result in an unexpected revenue shortfall in 
any given quarter. 

Our products can have a lengthy sales cycle, which can extend from six to twelve months and may take 
even longer for larger prospective customers. Our prospective customers conduct significant evaluation, testing, 
implementation and acceptance procedures before they purchase our products. We incur substantial sales and 
marketing expenses and expend significant management effort during this time, regardless of whether we make 
a sale.

Because the purchase of our equipment involves substantial cost, most of our customers wait to 
purchase our equipment until they are ready to deploy it in their network. As a result, it is difficult for us to 
accurately predict the timing of future purchases by our customers. In addition, product purchases are often 
subject to budget constraints, multiple approvals and unplanned administrative processing and other delays. If 
sales expected from customers for a particular quarter are not realized in that quarter or at all, our revenue will 
be negatively impacted.

Our international sales and operations subject us to additional risks that may harm our operating 
results. 

We market, sell and service our products globally. During fiscal years 2014, 2013 and 2012, we derived 
approximately 29%, 36% and 32%, respectively, of our revenue from customers outside of the United States. We 
expect that significant management attention and financial resources will be required for our international 
activities over the foreseeable future as we continue to expand our international presence. We have a limited 
history and experience selling our products into developing international markets, such as Asia Pacific, Middle 
East and Africa, and Latin America. Furthermore, in some countries, our success in selling our products and 
growing revenue will depend in part on our ability to form relationships with local partners. Our inability to identify 
appropriate partners or reach mutually satisfactory arrangements for international sales of our products could 
impact our ability to maintain or increase international market demand for our products. In addition, many of the 
companies we compete against internationally have greater name recognition and a more substantial sales and 
marketing presence.

We have sales and support personnel in numerous countries worldwide. In addition, we have 
established development centers in India, China and Canada and expect to continue to increase hiring of 
personnel for these facilities. There is no assurance that our reliance upon development resources in India, 
China or Canada will enable us to achieve meaningful cost reductions or greater resource efficiency.

Our international operations are subject to inherent risks, and our future results could be adversely 
affected by a variety of factors, many of which are outside of our control, including:

• greater difficulty in collecting accounts receivable and longer collection periods;

• difficulties of managing and staffing international offices, and the increased travel, infrastructure 
and legal compliance costs associated with multiple international locations;

• political, social and economic instability, including wars, terrorism, political unrest, boycotts, 
curtailment of trade and other business restrictions;

• tariff and trade barriers and other regulatory requirements or contractual limitations on our ability to 
sell or develop our products in certain foreign markets;

• less effective protection of intellectual property than is afforded to us in the United States or other 
developed countries;

• local laws and practices that favor local companies, including business practices that we are 
prohibited from engaging in by the Foreign Corrupt Practices Act and other anti-corruption laws and 
regulations;
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• certification requirements;

• potentially adverse tax consequences; and

• effects of changes in currency exchange rates, particularly relative increases in the exchange rate 
of the U.S. dollar versus other currencies that could negatively affect our financial results and cash 
flows.

International customers may also require that we comply with certain testing or customization of our 
products to conform to local standards. The product development costs to test or customize our products could 
be extensive and a material expense for us.

Our international operations are subject to increasingly complex foreign and U.S. laws and regulations, 
including but not limited to anti-corruption laws, such as the Foreign Corrupt Practices Act and the UK Bribery Act 
and equivalent laws in other jurisdictions, antitrust or competition laws, and data privacy laws, among others. 
Violations of these laws and regulations could result in fines and penalties, criminal sanctions against us, our 
officers, or our employees, prohibitions on the conduct of our business and on our ability to offer our products 
and services in one or more countries, and could also materially affect our reputation, our international expansion 
efforts, our ability to attract and retain employees, our business, and our operating results. Although we have 
implemented policies, procedures and training designed to ensure compliance with these laws and regulations, 
there can be no complete assurance that any individual employee, contractor, or agent will not violate our 
policies. Additionally, the costs of complying with these laws (including the costs of investigations, auditing and 
monitoring) could also adversely affect our current or future business.

As we continue to expand our business globally, our success will depend, in large part, on our ability to 
anticipate and effectively manage these and other risks associated with our international operations. Our failure 
to manage any of these risks could harm our international operations and reduce our international sales.

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

A portion of our sales are to countries outside of the United States, and are in currencies other than 
U.S. dollars, and therefore subject to foreign currency fluctuation. Accordingly, fluctuations in foreign currency 
rates could have a material impact on our revenue in future periods. We also have exposure to currency 
exchange rates as a result of the growth in our non-U.S. dollar denominated operating expense in Europe, Asia 
and Canada. We currently enter into foreign currency exchange forward contracts to reduce the impact of foreign 
currency fluctuations on accounts receivable denominated in euro and the British pound. These hedging 
programs reduce the impact of currency exchange rate movements on certain transactions, but do not cover all 
foreign-denominated transactions and therefore do not entirely eliminate the impact of fluctuations in exchange 
rates that could negatively affect our results of operations and financial condition.

If we fail to maintain effective internal control over financial reporting in the future, the accuracy and 
timing of our financial reporting may be adversely affected.

We are required to comply with Section 404 of the Sarbanes-Oxley Act of 2002. The provisions of the 
act require, among other things, that we maintain effective internal control over financial reporting and disclosure 
controls and procedures. Preparing our financial statements involves a number of complex processes, many of 
which are done manually and are dependent upon individual data input or review. These processes include, but 
are not limited to, calculating revenue, deferred revenue and inventory costs. While we continue to automate our 
processes and enhance our review and put in place controls to reduce the likelihood for errors, we expect that for 
the foreseeable future, many of our processes will remain manually intensive and thus subject to human error.

Any acquisitions we make could disrupt our business and harm our financial condition and operations.

We have made strategic acquisitions of businesses, technologies and other assets in the past. The 
expansion of our business through acquisitions allows us to complement our technological capabilities. In the 
event of any future acquisitions, we may not ultimately strengthen our competitive position or achieve our goals, 
or they may be viewed negatively by customers, financial markets or investors and we could:

• issue stock that would dilute our current stockholders’ percentage ownership;

• incur debt and assume other liabilities;
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• use a substantial portion of our cash resources; or

• incur amortization expenses related to other intangible assets and/or incur large and immediate 
write-offs.

Acquisitions also involve numerous risks that could disrupt our ongoing business and distract our 
management team, including:

• problems integrating the acquired operations, technologies or products with our own;

• diversion of management’s attention from our core business;

• assumption of unknown liabilities;

• adverse effects on existing business relationships with suppliers and customers;

• increased accounting compliance risk;

• risks associated with entering new markets; and

• potential loss of key employees.

Our failure to adequately manage the risks associated with an acquisition could have an adverse effect 
on our business, financial condition and operating results.

Unforeseen health, safety and environmental costs could harm our business.

Our manufacturing operations use substances that are regulated by various federal, state and 
international laws governing health, safety and the environment, including the Waste Electrical and Electronic 
Equipment and Restriction of the Use of Certain Hazardous Substances in Electrical and Electronic Equipment 
regulations adopted by the European Union. If we experience a problem with these substances, it could cause 
an interruption or delay in our manufacturing operations or could cause us to incur liabilities for any costs related 
to health, safety or environmental remediation. We could also be subject to liability if we do not handle these 
substances in compliance with safety standards for storage and transportation and applicable laws. If we 
experience a problem or fail to comply with such safety standards, our business, financial condition and 
operating results may be harmed.

We are subject to governmental regulations that could adversely affect our business.

We are subject to export control laws that limit which products we sell and where and to whom we sell 
our products. U.S. export control laws also limit our ability to conduct product development activities in certain 
countries. In addition, various countries regulate the import of certain technologies and have enacted laws that 
could limit our ability to distribute our products or could limit our customers’ ability to implement our products in 
those countries. Changes in our products or changes in import and export regulations may create delays in the 
introduction of our products in international markets, prevent our customers with international operations from 
deploying our products throughout their global systems or, in some cases, prevent the import and export of our 
products to certain countries altogether. Any change in import and export regulations or related legislation, shift in 
approach to the enforcement or scope of existing regulations, or change in the countries, persons or 
technologies targeted by such regulations, could result in decreased use of our products by, or in our decreased 
ability to export or sell our products to, existing or potential customers with international operations. Failure to 
comply with these and similar laws on a timely basis, or at all, decreased use of our products or any limitation on 
our ability to export or sell our products would adversely affect our business, financial condition and operating 
results.

Our product or manufacturing standards could also be impacted by new or revised environmental rules 
and regulations or other social initiatives. For instance, the SEC adopted new disclosure requirements in 2012 
relating to the sourcing of certain minerals from the Democratic Republic of Congo and certain other adjoining 
countries. Those rules, which required reporting for the first time in calendar 2014, could adversely affect our 
costs, the availability of minerals used in our products and our relationships with customers and suppliers.

The Federal Communications Commission (“FCC”) has jurisdiction over the entire U.S. communications 
industry and, as a result, our products and our U.S. customers are subject to FCC rules and regulations. Current 
and future FCC regulations, including any future regulation on net neutrality, affecting communications services, 
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our products or our customers’ businesses could negatively affect our business. In addition, international 
regulatory standards could impair our ability to develop products for international customers in the future. 
Moreover, many jurisdictions are evaluating or implementing regulations relating to cyber security, privacy and 
data protection, which can affect the market and requirements for networking and communications equipment. 
Delays caused by our compliance with regulatory requirements could result in postponements or cancellations of 
product orders. Further, we may not be successful in obtaining or maintaining any regulatory approvals that may, 
in the future, be required to operate our business. Any failure to obtain such approvals could harm our business 
and operating results.

Natural disasters, terrorist attacks or other catastrophic events could harm our operations.

Our headquarters and the majority of our infrastructure, including our PIC fabrication manufacturing 
facility, are located in Northern California, an area that is susceptible to earthquakes, floods and other natural 
disasters. Further, a terrorist attack aimed at Northern California or at our nation’s energy or telecommunications 
infrastructure could hinder or delay the development and sale of our products. In the event that an earthquake, 
terrorist attack or other man-made or natural catastrophe were to destroy any part of our facilities, or certain of 
our contract manufacturers’ facilities, destroy or disrupt vital infrastructure systems or interrupt our operations for 
any extended period of time, our business, financial condition and operating results would be harmed.

Security incidents, such as data breaches and cyber-attacks, could compromise our intellectual property 
and proprietary or confidential information and cause significant damage to our business and 
reputation.

In the ordinary course of our business, we maintain sensitive data on our networks, including data 
related to our intellectual property and data related to our business and that of our customers and business 
partners that is considered proprietary or confidential information. We believe that companies in the technology 
industry have been increasingly subject to a wide variety of security incidents, cyber-attacks and other attempts 
to gain unauthorized access. While the secure maintenance of this information is critical to our business and 
reputation, our network and storage applications may be subject to unauthorized access by hackers or breached 
due to operator error, malfeasance or other system disruptions. It may be difficult to anticipate or immediately 
detect such security incidents or data breaches and the damage caused as a result. Accordingly, a data breach, 
cyber-attack, or unauthorized access or disclosure of our information, could compromise our intellectual property 
and reveal proprietary or confidential business information. In addition, these security incidents could also cause 
us to incur significant remediation costs and expenses, disrupt key business operations, subject us to liability and 
divert attention of management and key information technology resources, any of which could cause significant 
harm to our business and reputation.

The trading price of our common stock has been volatile and is likely to be volatile in the future.

The trading prices of our common stock and the securities of other technology companies have been 
and may continue to be highly volatile. Factors affecting the trading price of our common stock include:

• variations in our operating results;

• announcements of technological innovations, new services or service enhancements, strategic 
alliances or agreements by us or by our competitors;

• the gain or loss of customers;

• recruitment or departure of key personnel;

• changes in the estimates of our future operating results or external guidance on those results or 
changes in recommendations by any securities analysts that elect to follow our common stock;

• market conditions in our industry, the industries of our customers and the economy as a whole; and

• adoption or modification of regulations, policies, procedures or programs applicable to our 
business.

In addition, if the market for technology stocks or the stock market in general experiences loss of 
investor confidence, the trading price of our common stock could decline for reasons unrelated to our business, 
financial condition or operating results. The trading price of our common stock might also decline in reaction to 
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events that affect other companies in our industry even if these events do not directly affect us. Each of these 
factors, among others, could harm the value of your investment in our common stock. Some companies that 
have had volatile market prices for their securities have had securities class action lawsuits filed against them. If 
a suit were filed against us, regardless of its merits or outcome, it could result in substantial costs and divert 
management’s attention and resources.

Anti-takeover provisions in our charter documents and Delaware law could discourage, delay or prevent 
a change in control of our company and may affect the trading price of our common stock.

We are a Delaware corporation and the anti-takeover provisions of the Delaware General Corporation 
Law, which apply to us, may discourage, delay or prevent a change in control by prohibiting us from engaging in 
a business combination with an interested stockholder for a period of three years after the person becomes an 
interested stockholder, even if a change of control would be beneficial to our existing stockholders. In addition, 
our amended and restated certificate of incorporation and amended and restated bylaws may discourage, delay 
or prevent a change in our management or control over us that stockholders may consider favorable. Our 
amended and restated certificate of incorporation and amended and restated bylaws:

• authorize the issuance of “blank check” convertible preferred stock that could be issued by our 
board of directors to thwart a takeover attempt;

• establish a classified board of directors, as a result of which the successors to the directors whose 
terms have expired will be elected to serve from the time of election and qualification until the third 
annual meeting following their election;

• require that directors only be removed from office for cause and only upon a supermajority 
stockholder vote;

• provide that vacancies on the board of directors, including newly-created directorships, may be 
filled only by a majority vote of directors then in office rather than by stockholders;

• prevent stockholders from calling special meetings; and

• prohibit stockholder action by written consent, requiring all actions to be taken at a meeting of the 
stockholders.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

 Not applicable. 

ITEM 2.  PROPERTIES

 Our headquarters are located in Sunnyvale, California. We lease facilities in North America, Europe and 
Asia. The following is a summary of the locations, functions and approximate square footage of those facilities as 
of December 27, 2014: 

Location Function
Square
Footage

Sunnyvale, CA Corporate headquarters and manufacturing 211,000
Allentown, PA Manufacturing and research and development 44,000
Annapolis Junction, MD Research and development, service and support 12,000
Bangalore, India Software development 70,000
Beijing, China Research and development 22,000
Kanata, Canada Research and development 6,000
London, United Kingdom Sales, service and support 6,000
Hong Kong, China Sales, service and support 2,000
Tokyo, Japan Sales and support 2,000

 The above leases expire between 2015 and 2023. We intend to add new facilities or to expand existing 
facilities as we add employees, and we believe that suitable additional or substitute space will be available as 
needed to accommodate any such expansion of our operations. We believe that our existing facilities are 
adequate to meet our business needs through the next 12 months.

ITEM 3.  LEGAL PROCEEDINGS

Cambrian Science Patent Infringement Litigation

On July 12, 2011, we were notified by Level 3 that Cambrian filed suit against Level 3 and six other 
defendants, including Cox Communications, Inc., XO Communications, LLC, Global Crossing Limited, 
360Networks (USA), Inc., Integra Telecom, Inc. and IXC, Inc. dba Telekenex (collectively, the “Defendants”) in 
the U.S. District Court for the Central District of California alleging infringement of patent no. 6,775,312 (the “'312 
Patent”) and requesting damages for such alleged infringement (the “Cambrian Claim”). The nature of the 
Cambrian Claim involves allegations of infringement of the '312 Patent resulting from the Defendants’ use of 
certain products and systems in the Defendants’ networks, including the Infinera DTN platform. On August 24, 
2011, Cambrian amended the complaint to name us as a defendant. The Company assumed the defense of the 
Cambrian Claim and filed an answer to Cambrian’s complaint on September 21, 2011, in which we denied 
infringement of the '312 Patent and raised other defenses. Cambrian filed a second amended complaint on 
October 6, 2011, which included many of the same allegations as in the original complaint. We filed our answer 
to the second amended complaint on October 21, 2011, in which we maintained the same denials and defenses 
as in  our initial answer. On December 23, 2011, we filed a motion requesting that the court stay the case with 
respect to each of the above-noted customer Defendants. Cambrian filed its opposition to our motion on 
December 30, 2011. Our request was denied in the court’s decision on March 7, 2012. We presented evidence 
on the appropriate meanings of relevant key words used in the patent claims during a claim construction hearing 
on November 20, 2012. 

On June 17, 2013, the court issued an order regarding claim construction, in which the court agreed 
with almost all of our proposed claim constructions. On October 17, 2013, the parties met for a court-mandated 
mediation. On April 24, 2014, we filed two motions for summary judgment relating to non-infringement and 
Cambrian’s claim to an earlier date of invention. The court held a hearing on the summary judgment motions on 
June 9, 2014. On July 2, 2014, the court granted our motion for summary judgment on non-infringement and 
entered a final judgment of non-infringement of the '312 Patent. On August 1, 2014, Cambrian filed a notice of 
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appeal regarding the ruling of non-infringement to the Court of Appeals for the Federal Circuit and Cambrian's 
appeal brief was filed on November 6, 2014. We filed our response brief on January 5, 2015, and on February 2, 
2015, Cambrian filed their reply brief. We are seeking to recover certain costs and attorney's fees from 
Cambrian.

As of December 27, 2014, we concluded that the likelihood of a loss with respect to this suit was remote 
and the amount of any loss would be insignificant. We do not believe the outcome of this matter will have a 
material adverse effect on our business, consolidated financial position, results of operations, or cash flows. 
Factors that we considered in the determination of the likelihood of a loss and the estimate of that loss in respect 
to this matter included the merits of the case, the district court granting our motion for summary judgment for 
non-infringement, the entry of final judgment of non-infringement and the current stage of the litigation. However, 
the outcome of such legal matters is inherently unpredictable and subject to uncertainty.

 
ITEM 4.  MINE SAFETY DISCLOSURES

Not Applicable.
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS 
AND ISSUER PURCHASES OF EQUITY SECURITIES

 Our common stock is listed on the NASDAQ Global Select Market under the symbol “INFN.” The 
following table sets forth, for the time periods indicated, the high and low sales prices of our common stock as 
reported on the NASDAQ Global Select Market. 

High Low
Fourth Quarter 2014 ......................................................................................... $ 15.74 $ 9.15
Third Quarter 2014 ........................................................................................... $ 11.84 $ 8.32
Second Quarter 2014 ....................................................................................... $ 9.65 $ 7.89
First Quarter 2014 ............................................................................................ $ 10.14 $ 6.96
Fourth Quarter 2013 ......................................................................................... $ 11.91 $ 8.59
Third Quarter 2013 ........................................................................................... $ 12.16 $ 9.24
Second Quarter 2013 ....................................................................................... $ 11.65 $ 6.06
First Quarter 2013 ............................................................................................ $ 7.75 $ 5.66

 As of February 9, 2015, there were 105 registered holders of record of Infinera’s common stock. A 
substantially greater number of holders of Infinera common stock are “street name” or beneficial holders, whose 
shares are held by banks, brokers and other financial institutions.

 We have not paid any cash dividends on our common stock and do not intend to pay any cash 
dividends on common stock in the near future.
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STOCK PERFORMANCE GRAPH

 The following graph compares the cumulative five-year total return provided stockholders on our 
common stock relative to the cumulative total returns of the NASDAQ Composite Index and the NASDAQ 
Telecommunications Index. An investment of $100 (with reinvestment of all dividends, if any) is assumed to have 
been made in our common stock and in each of the indexes on December 26, 2009 and its relative performance 
is tracked through December 27, 2014. The NASDAQ Telecommunications Index contains securities of 
NASDAQ-listed companies classified according to the Industry Classification Benchmark as Telecommunications 
and Telecommunications Equipment. They include providers of fixed-line and mobile telephone services, and 
makers and distributors of high-technology communication products. This graph is not deemed to be “filed” with 
the SEC or subject to the liabilities of Section 18 of the Securities Exchange Act of 1934, as amended (the 
"Exchange Act"), and the graph shall not be deemed to be incorporated by reference into any prior or 
subsequent filing by Infinera under the Securities Act of 1933 or the Exchange Act.

COMPARISON OF FIVE YEAR CUMULATIVE TOTAL RETURN*
Among Infinera Corporation, the NASDAQ Composite Index,

and the NASDAQ Telecommunications Index

*$100 invested on 12/26/09 in stock or 12/31/09 in index, including reinvestment of dividends, if any.
Indexes calculated on month-end basis.
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ITEM 6.  SELECTED FINANCIAL DATA

 You should read the following selected consolidated historical financial data below in conjunction with 
the section titled “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and 
the consolidated financial statements, related notes and other financial information included elsewhere in this 
Annual Report on Form 10-K.

 We derived the statements of operations data for the years ended December 27, 2014, December 28, 
2013 and December 29, 2012 and the balance sheet data as of December 27, 2014 and December 28, 2013 
from our audited consolidated financial statements and related notes, which are included elsewhere in this 
Annual Report on Form 10-K. We derived the statements of operations data for the years ended December 31, 
2011 and December 25, 2010 and the balance sheet data as of December 29, 2012, December 31, 2011 and 
December 25, 2010 from our audited consolidated financial statements and related notes which are not included 
in this Annual Report on Form 10-K. We have not declared or distributed any cash dividends. 

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
December 31,

2011
December 25,

2010
 (In thousands, except per share data)
Revenue .................................... $ 668,079 $ 544,122 $ 438,437 $ 404,877 $ 454,352
Gross profit ............................... $ 288,304 $ 218,639 $ 157,569 $ 165,491 $ 206,189
Net income (loss) ...................... $ 13,659 $ (32,119) $ (85,330) $ (81,744) $ (27,932)
Net income (loss) per common
share .........................................

Basic .................................. $ 0.11 $ (0.27) $ (0.77) $ (0.78) $ (0.28)
Diluted ................................ $ 0.11 $ (0.27) $ (0.77) $ (0.78) $ (0.28)

Weighted average number of
shares used in computing basic
and diluted net income (loss)
per common share ....................

Basic .................................. 123,672 117,425 110,739 105,432 99,380
Diluted ................................ 128,565 117,425 110,739 105,432 99,380

Total cash and cash
equivalents, investments and
restricted cash ........................... $ 390,816 $ 365,313 $ 187,554 $ 253,116 $ 295,706
Cost-method investment ........... $ 14,500 $ 9,000 $ 9,000 $ 9,000 $ 4,500
Total assets ............................... $ 818,016 $ 700,926 $ 528,170 $ 531,704 $ 551,525
Long term debt, net ................... $ 116,894 $ 109,164 $ — $ — $ —
Common stock and additional
paid-in capital ............................ $ 1,077,351 $ 1,025,781 $ 930,730 $ 877,034 $ 817,302
Stockholders’ equity .................. $ 481,907 $ 417,810 $ 356,136 $ 387,803 $ 410,749
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS

 This Annual Report on Form 10-K contains “forward-looking statements” that involve risks and 
uncertainties, as well as assumptions that, if they never materialize or prove incorrect, could cause our results to 
differ materially from those expressed or implied by such forward-looking statements. Such forward-looking 
statements include our expectations regarding earnings, revenue, gross margin, expenses, cash flows and other 
financial items; any statements of the plans, strategies and objectives of management for future operations and 
personnel; factors that may affect our operating results; anticipated customer activity; statements concerning 
new products or services, including new product costs, delivery dates and revenue; statements related to capital 
expenditures; statements related to future economic conditions, performance, market growth or our sales cycle; 
statements related to our convertible senior notes; statements related to the effects of litigation on our financial 
position, results of operations or cash flows; statements related to the timing and impact of transfer pricing 
reserves; statements as to industry trends and other matters that do not relate strictly to historical facts or 
statements of assumptions underlying any of the foregoing. These statements are often identified by the use of 
words such as "anticipate," "believe," "continue," "could," "estimate," "expect," "intend," "may," or "will," and 
similar expressions or variations. These statements are based on the beliefs and assumptions of our 
management based on information currently available to management. Such forward-looking statements are 
subject to risks, uncertainties and other factors that could cause actual results and the timing of certain events to 
differ materially from future results expressed or implied by such forward-looking statements. Factors that could 
cause or contribute to such differences include, but are not limited to, those identified below, and those 
discussed in the section titled “Risk Factors” included in Item 1A of this Annual Report on Form 10-K. You should 
review these risk factors for a more complete understanding of the risks associated with an investment in our 
securities. Such forward-looking statements speak only as of the date of this report. We disclaim any obligation 
to update any forward-looking statements to reflect events or circumstances after the date of such statements. 
The following discussion and analysis should be read in conjunction with our “Selected Consolidated Financial 
Data” and consolidated financial statements and notes thereto included elsewhere in this Annual Report on Form 
10-K.

Background

 We provide optical transport networking equipment, software and services to Service Providers across 
the globe. Optical transport networks are deployed by Service Providers facing significant demands for 
transmission capacity prompted by increased use of high-speed Internet access, mobile broadband, high-
definition video streaming services, business Ethernet services and cloud-based services.

Our technologies and platforms enable Service Providers to deliver vast amounts of bandwidth with 
greater ease. We leverage our unique PICs to deliver innovative optical networking solutions for the most 
demanding network environments. The Infinera Intelligent Transport Network is an architecture that enables 
Service Providers to automate, converge and scale their data center, metro, long-haul and subsea optical 
networks. This architectural approach helps Service Providers to rapidly deploy reliable, differentiated services 
while reducing their operating costs through scale, multi-layer convergence and automation.

We manufacture large-scale Indium Phosphide PICs, which are used as a key differentiating component 
inside our Intelligent Transport Network platforms. Our first and second generation PICs transmit and receive 100 
Gbps of WDM transmission capacity and incorporate the functionality of over 60 discrete optical functions into a 
pair of PICs approximately the size of a fingernail. Our third generation PICs, commercially available since 2012, 
transmit and receive 500 Gbps, incorporating over 600 discrete optical functions into a pair of PICs. Our PICs are 
combined with the FlexCoherent Processors to deliver coherent optical transmission and with high-performance 
OTN switching capabilities to offer Service Providers a unique combination of highly-scalable transmission 
capacity and easy to use bandwidth management tools to simplify transport network operations.

 The Infinera DTN-X platform supports 100 Gbps WDM transmission capacity with 500 Gbps super-
channels and also integrates 5 Tbps of OTN switching in a single bay. The Infinera DTN-X platform leverages the 
unique capabilities of our 500 Gbps PICs to deliver our high-capacity Intelligent Transport Networks that reduce 
power, cooling and space requirements while simplifying transport network operations. The Infinera DTN platform 
currently supports 10 Gbps WDM transmission capacity combined with integrated switching capabilities. 
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In addition to Service Providers that are looking for network architectures to respond to continued 
demand for bandwidth across their long-haul and subsea networks, Service Providers are now starting to build 
networks to support data center interconnections across metro cloud and campus environments. Our recently 
introduced Cloud Xpress platform is optimized to help Service Providers scale cloud networks with hyper-scale 
density, simplified operations and low power. 

We are headquartered in Sunnyvale, California, with employees located throughout the Americas, 
Europe, and the Asia Pacific region. We expect to continue to add some personnel in the United States and 
internationally to develop our products and provide additional geographic sales and technical support coverage. 
We primarily sell our products through our direct sales force, with a small portion sold indirectly through resellers. 
We derived 95%, 92% and 98% of our revenue from direct sales to customers for 2014, 2013 and 2012, 
respectively. We expect to continue generating a substantial majority of our revenue from direct sales in the 
future.

2014 Financial and Business Performance

 Our financial results for 2014 reflect a year of winning footprint, taking care of our customers and 
increasing profitability. We continued the momentum of gaining strong market acceptance of our Intelligent 
Transport Network and the Infinera DTN-X platform. We grew revenue by 23% compared to 2013, marking the 
second consecutive year where we have grown significantly faster than the overall DWDM market. We also 
continued to experience improved gross margin in 2014, demonstrating the leverage we have achieved from our 
vertical integration and the value proposition of our Intelligent Transport Network.

Throughout the year, we had a steady flow of customers adopting the Infinera DTN-X platform to address 
their 100 Gbps needs. Since its introduction in mid-2012, we have received purchase commitments for the 
Infinera DTN-X platform from 59 customers, representing a broad array of Service Providers including Tier 1 
carriers, cable operators, ICPs and wholesale and enterprise carriers. We continued to sell the ATN and Infinera 
DTN platforms as customers leverage the full Infinera product portfolio to best meet their needs. We also started 
to ship our Cloud Xpress platform in December 2014.

In 2014, we continued to be a technology innovator, as we successfully leveraged our solutions to 
influence Service Providers to accelerate architectural shifts in the way they build networks. These innovations 
continue to enable customers to use time as a weapon while simultaneously deploying new services and 
lowering operational costs.  

As of December 27, 2014, we have sold our products for deployment in the optical networks of 140 
customers worldwide. We do not have long-term sales commitments from our customers. One individual 
customer accounted for over 10% of our revenue in 2014. Revenue from this customer was 19% of total revenue 
in 2014. No individual customer accounted for over 10% of our revenue in 2013 or 2012.

Future Business and Industry Trends

In 2015, we intend to continue to leverage the Infinera DTN-X platform to increase revenue and expand 
our market share as customers extend deployments of 100 Gbps transport solutions in their networks. This focus 
on revenue growth will be complemented with overall prudent financial management and continued efforts to 
drive cost improvements across all of our products and services. We believe that with sustained revenue growth, 
we can leverage our vertically-integrated manufacturing model, which combined with selling bandwidth capacity 
into deployed networks, can result in improved future profitability and cash flow. We will continue to make 
significant investments in the business, and management currently believes that over time, research and 
development expenses, excluding stock-based compensation expenses, will be approximately 20% of our total 
revenue, while other operating expenses will grow more slowly than our total revenue, driving additional financial 
leverage.

Our goal is to be the preeminent provider of optical transport networking systems to Service Providers 
around the world. In 2015 and beyond, we intend to increase our penetration with new and existing customers 
while leveraging our Infinera DTN-X and Cloud Xpress platforms. Our revenue growth will depend on the 
continued acceptance of our products, growth of communications traffic and the proliferation of next-generation 
bandwidth-intensive services, which are expected to drive the need for increased levels of bandwidth. 
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 Our near-term quarter-over-quarter revenue will likely be volatile and may be impacted by several 
factors including general economic and market conditions, time-to-market development and market acceptance 
of new products, acquisitions of new customers and the timing of large product deployments.

Results of Operations

 Revenue

 The following table sets forth, for periods presented, certain consolidated statements of operations 
information (in thousands, except percentages): 

 Years Ended

 
December 27,

2014
% of total
revenue

December 28,
2013

% of total
revenue Change % Change

Revenue:

Product ...................... $ 572,276 86% $ 465,424 86% $ 106,852 23%
Services .................... 95,803 14% 78,698 14% 17,105 22%

Total revenue...... $ 668,079 100% $ 544,122 100% $ 123,957 23%
Cost of revenue:

Product ...................... $ 340,856 51% $ 295,715 54% $ 45,141 15%
Services .................... 38,919 6% 29,768 6% 9,151 31%

Total cost of
revenue .............. $ 379,775 57% $ 325,483 60% $ 54,292 17%

Gross profit ......... $ 288,304 43% $ 218,639 40% $ 69,665 32%

 Years Ended

 
December 28,

2013
% of total
revenue

December 29,
2012

% of total
revenue Change % Change

Revenue:

Product ...................... $ 465,424 86% $ 380,035 87% $ 85,389 22%
Services .................... 78,698 14% 58,402 13% 20,296 35%

Total revenue...... $ 544,122 100% $ 438,437 100% $ 105,685 24%
Cost of revenue:

Product ...................... $ 295,715 54% $ 259,437 59% $ 36,278 14%
Services .................... 29,768 6% 21,431 5% 8,337 39%

Total cost of
revenue .............. $ 325,483 60% $ 280,868 64% $ 44,615 16%

Gross profit ......... $ 218,639 40% $ 157,569 36% $ 61,070 39%

 2014 Compared to 2013. Total revenue increased by $124.0 million, or 23%, in 2014 from 2013. Total 
product revenue increased by $106.9 million, or 23%, in 2014 from 2013. This increase was primarily driven by 
the continued strong market adoption of the Infinera DTN-X platform as our customers continued to deploy our 
products to meet the growing bandwidth needs of their networks. The increase in Infinera DTN-X platform 
revenue was partially offset by a reduction in sales of the Infinera DTN platform.

Total services revenue increased by $17.1 million, or 22%, in 2014 from 2013 due to higher levels of 
deployment services as customers built new networks utilizing our teams’ expertise as well as higher on-going 
support services as we continued to grow our installed base. 

2013 Compared to 2012. Total revenue increased by $105.7 million, or 24%, in 2013 from 2012. 
Revenue was positively impacted by increased revenue from sales of the Infinera DTN-X platform in 2013. 
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Revenue included sales to existing customers transitioning their higher-capacity network deployments to the 
Infinera DTN-X platform and new customers purchasing our Intelligent Transport Network solutions for the first 
time. This increase in Infinera DTN-X platform revenue was partially offset by a reduction in sales of our DTN 
platform. 

 Total product revenue increased by $85.4 million, or 22%, in 2013 from 2012 reflecting increased sales 
of our Infinera DTN-X platform. Total services revenue increased by $20.3 million, or 35%, in 2013 from 2012 
primarily due to increased deployment services due to the introduction and deployment of new networks based 
on the Infinera DTN-X platform. 

The following table summarizes our revenue by geography and sales channel for the periods presented 
(in thousands, except percentages): 

 Years Ended

 
December 27,

2014
% of total
revenue

December 28,
2013

% of total
revenue Change % Change

Total revenue by geography
Domestic ........................... $ 476,172 71% $ 345,734 64% $ 130,438 38 %
International ...................... 191,907 29% 198,388 36% (6,481) (3)%

$ 668,079 100% $ 544,122 100% $ 123,957 23 %
Total revenue by sales channel

Direct ................................. $ 633,619 95% $ 501,375 92% $ 132,244 26 %
Indirect .............................. 34,460 5% 42,747 8% (8,287) (19)%

$ 668,079 100% $ 544,122 100% $ 123,957 23 %

 Years Ended

 
December 28,

2013
% of total
revenue

December 29,
2012

% of total
revenue Change % Change

Total revenue by geography

Domestic ........................... $ 345,734 64% $ 296,849 68% $ 48,885 16%

International ...................... 198,388 36% 141,588 32% 56,800 40%

$ 544,122 100% $ 438,437 100% $ 105,685 24%
Total revenue by sales channel

Direct ................................. $ 501,375 92% $ 428,734 98% $ 72,641 17%

Indirect .............................. 42,747 8% 9,703 2% 33,044 341%

$ 544,122 100% $ 438,437 100% $ 105,685 24%

 
2014 Compared to 2013. Domestic revenue increased by $130.4 million to 71% of total revenue for 

2014 from 64% of total revenue in 2013. Our revenue in North America continued to grow as many of our largest 
customers, including a Tier-1 carrier and the ICPs, are based in this region. International revenue decreased by 
$6.5 million to 29% of total revenue for 2014 from 36% of total revenue in 2013. International revenue decreased 
in absolute dollars and as a percentage of revenue during 2014 primarily due to lower demand and reduced 
spending by Service Providers in Europe in light of the challenging economic conditions in that region. In 2014, 
our revenue increased in the Latin America region through the use of indirect sales partners.

 We believe that the Infinera DTN-X platform is well positioned across our diverse customer base, as 
existing customers continue to build out their networks and as we gain opportunities to deploy our products with 
new customers. We continue to see strong demand across multiple regions and customer verticals. We also 
expect growing momentum with our Cloud Xpress platform as we ramp up shipments in 2015. We currently 
expect overall revenue in the first quarter of 2015 to be roughly flat from the fourth quarter of 2014.
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2013 Compared to 2012. Domestic revenue decreased by $48.9 million to 64% of total revenue in 2013 
from 68% of total revenue in 2012. International revenue increased by $56.8 million to 36% of total revenue in 
2013 from 32% of total revenue in 2012. This increase was primarily due to a number of network deployments in 
the Asia Pacific region, which increased to 7% of total revenue in 2013 compared to 3% of total revenue in 2012. 

 Cost of Revenue and Gross Margin

2014 Compared to 2013. Gross margin increased to 43% in 2014 from 40% in 2013. This increase was 
due to a combination of the following: financial leverage gained from our vertically integrated operating model as 
volumes continue to grow and we are able to spread a primarily fixed cost over a much broader base of units; 
yield improvements in our manufacturing operation; and the composition of our revenue included an improved 
ratio of capacity additions to existing networks versus new network builds. 

2013 Compared to 2012. Gross margin increased to 40% in 2013 from 36% in 2012. This increase 
reflected  improvements in manufacturing yields and product costs as Infinera DTN-X platform volumes 
increased and we ramped production in our manufacturing facilities. These improvements were somewhat offset 
by a greater mix of lower margin network footprint sales in 2013 as we added new customers and expanded 
market share with existing customers.     

 We currently expect that gross margin in the first quarter of 2015 will be slightly lower than the prior 
quarter.

 Operating Expenses 

 The following table summarizes our operating expenses for the periods presented (in thousands, except 
percentages):  

 Years Ended

 
December 27,

2014
% of total
revenue

December 28,
2013

% of total
revenue Change

%
Change

Research and development ....... $ 133,484 20% $ 124,794 23% $ 8,690 7%

Sales and marketing .................. 79,026 12% 72,778 14% 6,248 9%
General and administrative ........ 48,452 7% 45,253 8% 3,199 7%

Total operating expenses.... $ 260,962 39% $ 242,825 45% $ 18,137 7%
 

 Years Ended

 
December 28,

2013
% of total
revenue

December 29,
2012

% of total
revenue Change

%
Change

Research and development ....... $ 124,794 23% $ 117,233 27% $ 7,561 6 %

Sales and marketing .................. 72,778 14% 75,862 17% (3,084) (4)%
General and administrative ........ 45,253 8% 47,475 11% (2,222) (5)%

Total operating expenses.... $ 242,825 45% $ 240,570 55% $ 2,255 1 %

 
The following table summarizes the stock-based compensation expense included in our operating 

expenses for the periods presented (in thousands): 

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012

Research and development ................................................... $ 8,927 $ 10,900 $ 13,306

Sales and marketing .............................................................. 7,477 7,624 10,450

General and administration .................................................... 6,383 5,956 9,529

Total ............................................................................... $ 22,787 $ 24,480 $ 33,285
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 Research and Development Expenses

2014 Compared to 2013. Research and development expenses increased $8.7 million, or 7%, in 2014 
from 2013 primarily due to increased compensation expenses of $6.9 million related to higher bonus expense in 
connection with the improved financial results and increased headcount to allow us to execute to our product 
roadmap. In addition, we had increased facilities and depreciation costs of $3.0 million, increased costs of 
professional outside services of $2.1 million to support Cloud Xpress development activities, and increased other 
discretionary spending of $0.7 million in order to support our growing business. These increases were partially 
offset by a decrease in prototype and non-recurring engineering expense of $2.0 million due to timing of certain 
projects  and decreased stock-based compensation expense of $2.0 million due to lower equity activity as 
compared to 2013. 

2013 Compared to 2012. Research and development expenses increased $7.6 million, or 6%, in 2013 
from 2012. This increase was primarily due to increases in compensation expenses of $8.7 million and 
professional outside services and other costs of $1.3 million as we continued to add software engineering 
resources to support the development of our future products. These increases were offset by decreased stock-
based compensation expenses of $2.4 million.

 Sales and Marketing Expenses

2014 Compared to 2013. Sales and marketing expenses increased $6.2 million, or 9%, in 2014 from 
2013 primarily due to increased compensation expenses of $3.6 million from higher headcount to support the 
continued expansion of our business and higher sales commissions associated with revenue growth that was 
higher than our plan for the year. We also had increased travel, trade show and other marketing related 
expenses of $2.0 million and other discretionary spending of $0.9 million in order to support our growing 
business. These increases were partially offset by lower lab trial and related expenses of $0.3 million.

2013 Compared to 2012. Sales and marketing expenses decreased $3.1 million, or 4%, in 2013 from 
2012 primarily due to decreased Infinera DTN-X platform related customer lab trial expenses of $4.9 million, 
stock-based compensation of $2.8 million, and outside services and related expenses of $2.1 million. These 
reductions were offset by increased compensation and personnel-related expenses of $6.7 million related to 
higher sales commissions and incremental sales headcount.

 General and Administrative Expenses

2014 Compared to 2013. General and administrative expenses increased $3.2 million, or  7%, in 2014 
from 2013 primarily due to higher compensation expenses of $2.7 million due to an increase in headcount as we 
continue to expand our team to support our growing business. In addition, we had increased equipment and 
software expenses and other discretionary spending of $1.0 million. These increases were partially offset by 
decreased depreciation expense of $0.5 million.

2013 Compared to 2012. General and administrative expenses decreased $2.2 million, or 5%, in 2013 
from 2012 primarily due to decreased stock-based compensation expense of $3.6 million, and lower consulting 
services and other costs of $1.0 million, offset by increased compensation and personnel-related expenses of 
$2.4 million.

 
 Other Income (Expense), Net

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
 (In thousands)

Interest income ...................................................................... $ 1,456 $ 923 $ 911

Interest expense .................................................................... (11,021) (6,061) —

Other gain (loss), net ............................................................. (1,365) (1,141) (1,050)

Total other income (expense), net ................................... $ (10,930) $ (6,279) $ (139)

 2014 Compared to 2013. Interest income increased mainly due to a higher average investment balance 
due to having the proceeds from the Notes for the full year and cash generated from the business. Interest 
expense for 2014 and 2013 consisted of amortization of debt discount costs, debt issuance costs and contractual 
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interest expense related to the Notes issued in May 2013. See Note 9, “Convertible Senior Notes,” to the Notes 
to Consolidated Financial Statements for more information. Other gain (loss), net for 2014 was mainly comprised 
of $1.4 million of losses due to foreign currency exchange. Other gain (loss), net for 2013 included $1.4 million of 
losses due to foreign currency exchange, partially offset by a gain of $0.2 million from auction rate securities 
(“ARS”) sold.

2013 Compared to 2012. Interest income increased by an insignificant amount in 2013 compared to 
2012 mainly due to higher interest income earned on our foreign cash balance partially offset by a lower return 
on domestic investments, despite the higher average investment balance as a result of the proceeds from the 
Notes. Interest expense for 2013 consisted of contractual interest expense and amortization of debt discount and 
debt issuance costs related to the Notes issued in May 2013. See Note 9, “Convertible Senior Notes,” to the 
Notes to Consolidated Financial Statements for more information. Other gain (loss), net for 2013 included $1.4 
million of losses due to foreign currency exchange, partially offset by a gain of $0.2 million from ARS sold. Other 
gain (loss), net for 2012 includes $1.5 million of losses due to foreign currency exchange, partially offset by a 
gain of $0.5 million from ARS called at par value. 

 Income Tax Provision

 We recognized income tax expense of $2.8 million on income before income taxes of $16.4 million, $1.7 
million on loss before income taxes of $30.5 million and $2.2 million on loss before income taxes of $83.1 million 
in fiscal years 2014, 2013 and 2012, respectively. The 2014 effective tax rate differs from the expected statutory 
rate of 35% based upon the utilization of unbenefited U.S. loss carryforwards, offset by state income taxes and 
foreign taxes provided on foreign subsidiary earnings.  The 2013 and 2012 effective tax rates reflect unbenefited 
current U.S. losses and foreign taxes provided on our profitable foreign subsidiaries.  The increase in 2014 tax 
expense compared to 2013 tax expense relates primarily to higher state income taxes because of the profitable 
position of our U.S. operations, additional tax reserves and an increase in taxable foreign profits. The decrease 
in 2013 tax expense compared to 2012 tax expense relates primarily to the release of tax reserves due to the 
lapsing of the statute of limitations.
 

The valuation allowance for deferred tax assets as of December 27, 2014 and December 28, 2013 was 
$199.7 million and $202.7 million, respectively. The net change in the valuation allowance were decreases of 
$3.0 million and $10.7 million for the years ended December 27, 2014 and December 28, 2013, respectively.

 As of December 27, 2014, we had net operating loss carryforwards of approximately $309.1 million for 
federal tax purposes and $278.7 million for state tax purposes. The carryforward balance reflects expected 
utilization of both federal and state net operating losses for the year ended December 27, 2014. Additionally, we 
have federal and California research and development credits available to reduce future income taxes payable of 
approximately $28.0 million and $29.3 million, respectively. Infinera Canada Inc., an indirect wholly owned 
subsidiary, has Scientific Research and Experimental Development Expenditures (“SRED”) credits available of 
$2.1 million to offset future Canadian income tax payable. The federal research credits will begin to expire in the 
year 2021 if not utilized and the California research credits have no expiration date. Canadian SRED credits will 
begin to expire in the year 2030 if not fully utilized.
 

We maintain net operating losses generated from excess tax benefits associated with the accumulated 
stock award attributes in a memo account, not included in the deferred tax balances. The additional tax benefit 
associated with these stock award attributes, of which the net operating loss amounts are included in the 
carryforward amounts noted above is not recognized until the deduction reduces cash taxes payable. At 
December 27, 2014, we had unbenefited stock option deductions for federal and state tax purposes of $42.0 
million and $37.8 million, respectively. When utilized, the estimated tax benefits of approximately $17.8 million 
will result in a credit to stockholders’ equity.
 

Under the Tax Reform Act of 1986, the amount of benefit from net operating loss and tax credit 
carryforwards may be impaired or limited in certain circumstances. Events which cause limitations in the amount 
of net operating losses that we may utilize in any one year include, but are not limited to, a cumulative ownership 
change of more than 50 percent as defined over a three-year testing period. As of December 27, 2014, we had 
determined that while ownership changes had occurred in the past, the resulting limitations were not significant 
enough to impact the utilization of the tax attributes against our taxable profits earned to date. 
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 In determining future taxable income, we make assumptions to forecast federal, state and international 
operating income, the reversal of temporary differences, and the implementation of any feasible and prudent tax 
planning strategies. The assumptions require significant judgment regarding the forecasts of future taxable 
income, and are consistent with our income forecasts used to manage our business. We intend to maintain the 
remaining valuation allowance until sufficient further positive evidence exists to support a reversal of, or 
decrease, in the existing valuation allowance.

Liquidity and Capital Resources

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
 (In thousands)
Net cash flow provided by (used in):

Operating activities ......................................................... $ 35,963 $ 35,180 $ (49,466)
Investing activities .......................................................... $ (96,059) $ (180,800) $ 48,868
Financing activities ......................................................... $ 22,861 $ 166,110 $ 10,698

 

 Years Ended

 
December 27,

2014
December 28,

2013
 (In thousands)
Cash and cash equivalents ............................................................................... $ 86,495 $ 124,330
Short-term and long-term investments .............................................................. 298,861 237,079
Long-term restricted cash ................................................................................. 5,460 3,904

$ 390,816 $ 365,313

 Cash, cash equivalents and short-term investments consist of highly-liquid investments in certificates of 
deposits, money market funds, commercial paper, corporate bonds and U.S. treasuries. Long-term investments 
primarily consist of corporate bonds. The restricted cash balance amounts are primarily pledged as collateral for 
certain stand-by and commercial letters of credit related to customer proposal guarantees, value added tax 
licenses and property leases.

 Operating Activities

Net cash provided by operating activities for 2014 was $36.0 million as compared to net cash provided 
by operating activities of $35.2 million in 2013 and net cash used in operating activities of $49.5 million in 2012. 

Net income for 2014 was $13.7 million, which included non-cash charges of $66.5 million, compared to 
a net loss of $32.1 million in 2013, which included non-cash charges of $62.3 million. Net loss for 2012 was 
$85.3 million, which included non-cash charges of $67.2 million.

Net cash used to fund working capital was $44.2 million for 2014. Accounts receivables increased by 
$54.0 million primarily due to higher revenue levels and the timing of invoicing of network deployments and 
collections during the period. Inventory levels increased by $25.5 million to support the higher expected demand. 
Accounts payable increased by $18.8 million primarily reflecting increased inventory purchases and timing of 
payments during the period. Accrued liabilities increased by $11.9 million primarily reflecting higher levels of 
compensation related accruals.

Net cash provided by working capital was $5.0 million for 2013. Accounts receivables decreased by 
$6.3 million primarily due to improved linearity of invoicing. Inventory levels increased by $3.0 million due to 
increased levels of Infinera DTN-X inventory. Accounts payable decreased by $20.2 million primarily reflecting 
the timing of inventory purchases and improved linearity of supply. Accrued liabilities increased by $11.3 million 
primarily related to the timing of vendor invoicing of external services costs. 
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Net cash used to fund working capital was $31.3 million for 2012. This increase in working capital 
requirements was primarily related to the introduction of the Infinera DTN-X platform. Inventory levels increased 
by $40.6 million as we added inventory for the Infinera DTN-X platform while maintaining Infinera DTN platform 
levels. Accounts receivable increased by $26.5 million primarily due to the timing of acceptance and invoicing of 
Infinera DTN-X platform deployments during the second half of 2012. Accrued liabilities increased by $6.9 million 
primarily related to external services performed but not invoiced by vendors.

Investing Activities

Net cash used in investing activities in 2014 was $96.1 million. This included net cash used of $65.9 
million associated with purchases, maturities and sales of investments and $23.1 million of capital expenditures. 
We also invested an additional $5.5 million in an existing cost-method equity investment during 2014. 

Net cash used in investing activities in 2013 was $180.8 million. This included net cash used of $159.7 
million associated with purchases, maturities, calls and sales of investments and $21.1 million of capital 
expenditures. The increase in net cash used in investing activities as compared to 2012 primarily related to the 
investment of the proceeds received from the issuance of the Notes.

Net cash provided by investing activities in 2012 was $48.9 million primarily reflecting net proceeds of 
$75.0 million from maturities, calls and sales of investments, net of purchases in the period, offset by $25.4 
million of capital expenditures.

Financing Activities

Net proceeds from financing activities were $22.9 million, $166.1 million and $10.7 million in 2014, 2013 
and 2012, respectively.  Financing activities primarily included net proceeds from the exercise of stock options 
and issuance of shares under the employee stock purchase plan ("ESPP"). These proceeds were offset by the 
minimum tax withholdings paid on behalf of employees for net share settlements of restricted stock units. 
Financing activities for 2013 also included net proceeds from the issuance of the Notes of $144.5 million.

Liquidity

We believe that our current cash, cash equivalents and investments, together with cash generated from 
operations, exercise of employee stock options and purchases under our ESPP will be sufficient to meet our 
anticipated cash needs for working capital and capital expenditures for at least the next 12 months. If these 
sources of cash are insufficient to satisfy our liquidity requirements beyond 12 months, we may require additional 
capital from equity or debt financings to fund our operations, to respond to competitive pressures or strategic 
opportunities, or otherwise. We may not be able to secure timely additional financing on favorable terms, or at all. 
The terms of any additional financing may place limits on our financial and operating flexibility. If we raise 
additional funds through further issuances of equity, convertible debt securities or other securities convertible into 
equity, our existing stockholders could suffer dilution in their percentage ownership of us, and any new securities 
we issue could have rights, preferences and privileges senior to those of holders of our common stock.

In May 2013, we issued the Notes, which will mature on June 1, 2018, unless earlier purchased by us or 
converted. Interest is payable semi-annually in arrears on June 1 and December 1 of each year, commencing 
December 1, 2013. The net proceeds from the Notes issuance were approximately $144.5 million and were 
intended to be used for working capital and other general corporate purposes.

Upon conversion, it is our intention to pay cash equal to the lesser of the aggregate principal amount or 
the conversion value of the Notes. For any remaining conversion obligation, we intend to pay cash, shares of 
common stock or a combination of cash and shares of common stock, at our election. The carrying value of the 
Notes was $116.9 million as of December 27, 2014, which represents the liability component of the $150.0 
million principal balance, net of $33.1 million debt discount. The debt discount is currently being amortized over 
the remaining term until maturity of the Notes on June 1, 2018. Any future redemption or conversion of the Notes 
could impact the timing of the repayment of these Notes.

As of December 27, 2014, contractual obligations related to the Notes are payments of $2.6 million due 
each year from 2015 through 2017 and $151.3 million due in 2018. These amounts represent principal and 
interest cash payments over the term of the Notes. Any future redemption or conversion of the Notes could 
impact the amount or timing of our cash payments. For more information regarding the Notes, see Note 9, 
“Convertible Senior Notes,” to the Notes to Consolidated Financial Statements.
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As of December 27, 2014, we had $326.1 million of cash, cash equivalents, and short-term 
investments, including $15.9 million of cash and cash equivalents held by our foreign subsidiaries. Our cash in 
foreign locations is used for operational and investing activities in those locations, and we do not currently have 
the need or the intent to repatriate those funds to the United States. Our policy with respect to undistributed 
foreign subsidiaries’ earnings is to consider those earnings to be indefinitely reinvested. If we were to repatriate 
these funds, we would be required to accrue and pay U.S. taxes on such amounts, however, due to our 
significant net operating loss carryforward position for both federal and state tax purposes, as well as the full 
valuation allowance provided against our U.S. and state net deferred tax assets, we would currently be able to 
offset any such tax obligations in their entirety.  However, foreign withholding taxes may be applicable.

Contractual Obligations

 The following is a summary of our contractual obligations as of December 27, 2014: 

  Payments Due by Period

 Total
Less than

1 year
1 - 3

years
3 - 5

years
More than

5 years
 (In thousands)

Purchase obligations(1) .................................. $ 128,261 $ 126,211 $ 2,050 $ — $ —

Operating leases(2) ........................................ 38,053 7,063 11,994 10,450 8,546
Convertible senior notes, including interest ... 159,188 2,625 156,563 — —

Total contractual obligations(3) ............... $ 325,502 $ 135,899 $ 170,607 $ 10,450 $ 8,546

(1) We have service agreements with our major production suppliers under which we are committed to purchase certain 
parts.

(2) We lease facilities under non-cancelable operating lease agreements. These leases have varying terms, 
predominantly no longer than ten years each and contain leasehold improvement incentives, rent holidays and 
escalation clauses that range from one to 10 years. In addition, some of these leases have renewal options for up to 
five years. We also have contractual commitments to remove leasehold improvements and return certain properties 
to a specified condition when the leases terminate. At the inception of a lease with such conditions, we record an 
asset retirement obligation liability and a corresponding capital asset in an amount equal to the estimated fair value 
of the obligation. Leasehold improvements are amortized using the straight-line method over the shorter of the lease 
term or estimated useful life of the asset. An assumption of lease renewal where a renewal option exists is used only 
when the renewal has been determined to be reasonably assured. The estimated useful life of leasehold 
improvements is one to ten years.

(3) Tax liabilities of $2.2 million related to uncertain tax positions are not included in the table because we are unable to 
determine the timing of settlement if any, of these future payments with a reasonably reliable estimate.

 We had $5.0 million of standby letters of credit outstanding as of December 27, 2014. These consisted 
of $3.0 million related to a customer proposal guarantee, $1.3 million related to a value added tax license and 
$0.7 million related to property leases. We had $3.5 million of standby letters of credit outstanding as of 
December 28, 2013. These consisted of $1.4 million related to a value added tax license, $1.4 million related to a 
customer proposal guarantee and $0.7 million related to property leases.

Off-Balance Sheet Arrangements

 As of December 27, 2014, we did not have any relationships with unconsolidated entities or financial 
partnerships, such as entities often referred to as structured finance or special purpose entities, which would 
have been established for the purpose of facilitating off-balance sheet arrangements or other contractually 
narrow or limited purposes.



45

Critical Accounting Policies and Estimates

 Our consolidated financial statements are prepared in accordance with U.S. GAAP. These accounting 
principles require us to make certain estimates and judgments that can affect the reported amounts of assets 
and liabilities as of the date of the consolidated financial statements, as well as the reported amounts of revenue 
and expenses during the periods presented. Significant estimates, assumptions and judgments made by 
management include revenue recognition, stock-based compensation, accounting for income taxes, fair value 
measurement of investments, inventory valuation and accrued warranty. Management believes that the 
estimates and judgments upon which they rely are reasonable based upon information available to them at the 
time that these estimates and judgments are made. To the extent there are material differences between these 
estimates and actual results, our consolidated financial statements will be affected.

Revenue Recognition

 Substantially all of our product sales are sold in combination with installation, deployment and software 
support services. Periodically, our product sales are also sold with spares management, on-site hardware 
replacement services or training. Software support services, generally delivered over a one-year period, are 
comprised of software warranty or software subscription service. Software warranty provides customers with 
maintenance releases during the warranty support period. Software subscription service includes software 
warranty and additionally provides customers with rights to receive unspecified software product upgrades 
released during the support period. 

 Spares management and on-site hardware replacement services include the replacement of defective 
units at customer sites in accordance with specified service level agreements and are generally delivered over a 
one-year period. Training services include the right to a specified number of instructor-led or web based training 
classes, and installation and deployment services may include customer site assessments, equipment 
installation and testing. These services are generally delivered over a 90-120 day period. 

 We recognize product revenue when all of the following have occurred: (1) we have entered into a 
legally binding arrangement with the customer; (2) delivery has occurred, which is when product title and risk of 
loss have transferred to the customer; (3) customer payment is deemed fixed or determinable; and 
(4) collectability is reasonably assured.

 We allocate revenue to each element in our multiple-element arrangements based upon their relative 
selling prices. We determine the selling price for each deliverable based on a selling price hierarchy. The selling 
price for a deliverable is based on its vendor specific objective evidence ("VSOE") if available, third party 
evidence (“TPE”) if VSOE is not available, or estimated selling price (“ESP”) if neither VSOE nor TPE is 
available. Revenue allocated to each element is then recognized when the basic revenue recognition criteria for 
that element has been met.

 VSOE of selling price is used in the selling price allocation in all instances where it exists. VSOE of 
selling price for products and services is determined when a substantial majority of the selling prices fall within a 
reasonable range when sold separately. In certain instances, we are not able to establish VSOE for all 
deliverables in an arrangement with multiple elements. This mainly occurs where insufficient standalone sales 
transactions have occurred or where pricing for that element has not been consistent.

 TPE of selling price can be established by evaluating largely interchangeable competitor products or 
services in standalone sales to similarly situated customers. As our products contain a significant element of 
proprietary technology and the solution offered differs substantially from that of competitors, it is typically difficult 
to obtain the reliable standalone competitive pricing necessary to establish TPE.

 ESP represents the best estimate of the price at which we would transact a sale if the product or service 
was sold on a standalone basis. We determine ESP for a product or service by considering multiple factors 
including, but not limited to market conditions, competitive landscape, gross margin objectives and pricing 
practices. The determination of ESP is made through formal approval by our management, taking into 
consideration the overall go-to-market pricing strategy.

 As our go-to-market strategies evolve, we may modify our pricing practices in the future, which could 
result in changes in selling prices, including both VSOE and ESP. As a result, our future revenue recognition for 
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multiple element arrangements could differ from that recorded in the current period. We regularly review VSOE, 
TPE, and ESP and maintain internal controls over the establishment and update of these inputs.

 We limit the amount of revenue recognition for delivered elements to the amount that is not contingent 
on the future delivery of products or services, future performance obligations or subject to customer-specified 
return or refund privileges. We evaluate each deliverable in an arrangement to determine whether they represent 
separate units of accounting.

 We have a limited number of software offerings which are not required to deliver the tangible product’s 
essential functionality and can be sold separately. Revenue from sales of these software products and related 
post-contract support will continue to be accounted for under software revenue recognition rules. Our multiple-
element arrangements may therefore have a software deliverable that is subject to the existing software revenue 
recognition guidance. The revenue for these multiple-element arrangements is allocated to the software 
deliverable and the non-software deliverables based on the relative selling prices of all of the deliverables in the 
arrangement using the hierarchy in the new revenue recognition accounting guidance. Revenue related to these 
software offerings are not expected to be significant.

 Services revenue includes software subscription services, installation and deployment services, spares 
management, on-site hardware replacement services, extended software warranty and extended hardware 
warranty services, and training. Revenue from software subscription, spares management, on-site hardware 
replacement services and extended software and hardware warranty contracts is deferred and is recognized 
ratably over the contractual support period, which is generally one year. Revenue related to training and 
installation and deployment services is recognized as the services are completed.

 Contracts and customer purchase orders are generally used to determine the existence of an 
arrangement. In addition, shipping documents and customer acceptances, when applicable, are used to verify 
delivery and transfer of title. Revenue is recognized only when title and risk of loss pass to customers and when 
the revenue recognition criteria have been met. In instances where acceptance of the product occurs upon 
formal written acceptance, revenue is recognized only after such written acceptance has been received. We 
assess whether the fee is fixed or determinable based on the payment terms associated with the transaction. 
Payment terms to customers generally range from net 30 to 120 days from invoice, which are considered to be 
standard payment terms. However, payment terms greater than 120 days but less than or equal to one year from 
invoice may be considered standard if payment is supported by an irrevocable commercial letter of credit (“LOC”) 
issued by a creditworthy bank or if the LOC has been accepted and confirmed by a creditworthy bank. In the 
event payment terms are provided that differ from our standard business practices, the fees are deemed to not 
be fixed or determinable and, therefore, revenue is not recognized until the fees become fixed or determinable 
which we believe is when they are legally due and payable. We assess our ability to collect from our customers 
based primarily on the creditworthiness and past payment history of the customer.

 For sales to resellers, the same revenue recognition criteria apply. It is our practice to identify an end-
user prior to shipment to a reseller. We do not offer rights of return or price protection to our resellers.

 Shipping charges billed to customers are included in product revenue and related shipping costs are 
included in product cost. We report revenue net of any required taxes collected from customers and remitted to 
government authorities, with the collected taxes recorded as current liabilities until remitted to the relevant 
government authority.

Stock-Based Compensation

 Stock-based compensation cost is measured at the grant date based on the fair value of the award, and 
is recognized as expense over the requisite service period (generally the vesting period) under the straight-line 
amortization method.

 We estimate the fair value of the stock options granted using the Black-Scholes option pricing formula 
and a single option award approach. For new-hire grants, options typically vest with respect to 25% of the shares 
one year after the option’s vesting commencement date and the remainder ratably on a monthly basis over three 
years, commencing one year after the vesting commencement date. For annual refresh grants, options typically 
vest ratably on a monthly basis over three years. 
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We make a number of estimates and assumptions in determining stock-based compensation related to 
options including the following:

• The expected forfeiture rate is estimated based on our historical forfeiture data and compensation 
costs are recognized only for those equity awards expected to vest. The estimation of the forfeiture 
rate requires judgment, and to the extent actual forfeitures differ from expectations, changes in 
estimate will be recorded as an adjustment in the period when such estimates are revised. Actual 
results may differ substantially from the estimates. We record stock-based compensation expense 
to adjust estimated forfeiture rates to actual.

• The expected term represents the weighted-average period that the stock options are expected to 
be outstanding prior to being exercised. The expected term is estimated based on our historical 
data on employee exercise patterns and post vesting termination behavior to estimate expected 
exercises over the contractual term of grants.

• Expected volatility of our stock has been historically based on the weighted-average implied and 
historical volatility of Infinera and its peer group. The peer group is comprised of similar companies 
in the same industrial sector. As we gained more historical volatility data, the weighting of our own 
data in the expected volatility calculation associated with options gradually increased to 100% by 
2013.

 We estimate the fair value of the rights to acquire stock under our ESPP using the Black-Scholes option 
pricing formula. Our ESPP provides for consecutive six-month offering periods and we use our own historical 
volatility data in the valuation of ESPP shares.

 We account for the fair value of restricted stock units (“RSUs”) using the closing market price of our 
common stock on the date of grant. For new-hire grants, RSUs typically vest ratably on an annual basis over four 
years. For annual refresh grants, RSUs typically vest ratably on an annual basis over three years.

The Company granted performance stock units ("PSUs") to its executives in 2013 and 2014 as part of 
the Company's annual refresh grant process. These PSUs entitle the Company's executive officers to receive a 
number of shares of the Company's common stock based on its stock price performance compared to a 
specified target composite index”) for the same period. The PSUs vest over the span of one year, two years, and 
three years and the number of shares to be issued upon vesting ranges from 0 to 1.5 times the number of PSUs 
granted depending on the relative performance of the Company's common stock price compared to the target 
composite index. This performance metric is classified as a market condition.

 We use the Monte Carlo simulation model to determine the fair value of PSUs on the date of grant. The 
Monte Carlo simulation model is based on a discounted cash flow approach, with the simulation of a large 
number of possible stock price outcomes for our stock and the target composite index. The use of the Monte 
Carlo simulation model requires the input of a number of assumptions including expected volatility of our stock 
price, expected volatility of target composite index, correlation between changes in our stock price and changes 
in the target composite index, risk-free interest rate, and expected dividends as applicable. Expected volatility of 
our stock is based on the weighted-average historical volatility of our stock. Expected volatility of target 
composite index is based on the historical data. Correlation is based on the historical relationship between our 
stock price and the target composite index average. The risk-free interest rate is based upon the treasury zero-
coupon yield appropriate for the term of the PSU as of the grant date. The expected dividend yield is zero for us 
as we do not expect to pay dividends in the future. The expected dividend yield for the target composite index is 
the annual dividend yield expressed as a percentage of the composite average of the target composite index on 
the grant date.

 In 2012, we granted PSUs with performance conditions and estimated the fair value using the closing 
market price of our common stock on the date of grant. These PSUs entitle our executive officers to receive a 
number of shares of our common stock based on pre-established performance criteria over approximately two 
and a half years. The PSUs cliff vest at 50% upon achievement of specific revenue criteria and 50% will cliff vest 
upon achievement of specific operating profit criteria. This performance metric is classified as a performance 
condition.
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Accounting for Income Taxes

 As part of the process of preparing our consolidated financial statements, we are required to estimate 
our taxes in each of the jurisdictions in which we operate. We estimate actual current tax expense together with 
assessing temporary differences resulting from different treatment of items, such as accruals and allowances not 
currently deductible for tax purposes. These differences result in deferred tax assets and liabilities, which are 
included in our consolidated balance sheets. In general, deferred tax assets represent future tax benefits to be 
received when certain expenses previously recognized in our consolidated statements of operations become 
deductible expenses under applicable income tax laws or loss or credit carryforwards are utilized. Accordingly, 
realization of our deferred tax assets is dependent on future taxable income within the respective jurisdictions 
against which these deductions, losses and credits can be utilized within the applicable future periods.

 We must assess the likelihood that some portion or all of our deferred tax assets will be recovered from 
future taxable income within the respective jurisdictions, and to the extent we believe that recovery does not 
meet the “more-likely-than-not” standard, we must establish a valuation allowance. The ultimate realization of 
deferred tax assets is dependent upon the generation of future taxable income during the periods in which those 
temporary differences become deductible. Management judgment is required in determining our provision for 
income taxes, our deferred tax assets and liabilities and any valuation allowance recorded against our net 
deferred tax assets. At December 27, 2014 and December 28, 2013, our domestic net deferred tax assets were 
fully reserved with a valuation allowance because, based on the available evidence, we believed at that time it 
was more likely than not
that we would not be able to utilize those deferred tax assets in the future. We intend to maintain a valuation 
allowance until sufficient evidence exists to support the reversal of the valuation allowance. We make estimates 
and judgments about our future taxable income, by jurisdiction, based on assumptions that are consistent with 
our plans and estimates. Should the actual amounts differ from our estimates, the amount of our valuation 
allowance could be materially impacted.

Fair Value Measurement of Investments

 Pursuant to the accounting guidance for fair value measurements and its subsequent updates, fair 
value is defined as the price that would be received from selling an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date. When determining the fair value 
measurements for assets and liabilities required or permitted to be recorded at fair value, we consider the 
principal or most advantageous market in which it would transact and it considers assumptions that market 
participants would use when pricing the asset or liability.

 Valuation techniques used by us are based upon observable and unobservable inputs. Observable or 
market inputs reflect market data obtained from independent sources, while unobservable inputs reflect our 
assumptions about market participant assumptions based on best information available. Observable inputs are 
the preferred source of values. These two types of inputs create the following fair value hierarchy:
 

Level 1 – Quoted prices in active markets for identical assets or liabilities.

Level 2 – Quoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active, and model-based valuation techniques for which all
significant assumptions are observable in the market or can be corroborated by observable
market data for substantially the full term of the assets or liabilities.

Level 3 – Prices or valuations that require management inputs that are both significant to the fair value
measurement and unobservable.

 We measure our cash equivalents, foreign currency exchange forward contracts and debt securities at 
fair value and classifies our securities in accordance with the fair value hierarchy. Our money market funds and 
U.S. treasuries are classified within Level 1 of the fair value hierarchy and are valued based on quoted prices in 
active markets for identical securities.
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 We classify our certificates of deposit, commercial paper, corporate bonds and foreign currency 
exchange forward contracts within Level 2 of the fair value hierarchy as follows:

Certificates of Deposit

 We review market pricing and other observable market inputs for the same or similar securities 
obtained from a number of industry standard data providers. In the event that a transaction is observed 
for the same or similar security in the marketplace, the price on that transaction reflects the market price 
and fair value on that day. In the absence of any observable market transactions for a particular 
security, the fair market value at period end would be equal to the par value. These inputs represent 
quoted prices for similar assets or these inputs have been derived from observable market data.

Commercial Paper

 We review market pricing and other observable market inputs for the same or similar securities 
obtained from a number of industry standard data providers. In the event that a transaction is observed 
for the same or similar security in the marketplace, the price on that transaction reflects the market price 
and fair value on that day and then follows a revised accretion schedule to determine the fair market 
value at period end. In the absence of any observable market transactions for a particular security, the 
fair market value at period end is derived by accreting from the last observable market price. These 
inputs represent quoted prices for similar assets or these inputs have been derived from observable 
market data accreted mathematically to par.

Corporate Bonds

 We review trading activity and pricing for each of the corporate bond securities in our portfolio 
as of the measurement date and determines if pricing data of sufficient frequency and volume in an 
active market exists in order to support Level 1 classification of these securities. If sufficient quoted 
pricing for identical securities is not available, we obtain market pricing and other observable market 
inputs for similar securities from a number of industry standard data providers. In instances where 
multiple prices exist for similar securities, these prices are used as inputs into a distribution-curve to 
determine the fair market value at period end. 

Foreign Currency Exchange Forward Contracts

 As discussed in Note 5, “Derivative Instruments,” to the Notes to Consolidated Financial 
Statements, we mainly hold non-speculative foreign exchange forward contracts to hedge certain 
foreign currency exchange exposures. We estimate the fair values of derivatives based on quoted 
market prices or pricing models using current market rates. Where applicable, these models project 
future cash flows and discount the future amounts to a present value using market-based observable 
inputs including interest rate curves, credit risk, foreign exchange rates, and forward and spot prices for 
currencies. 

 We classified our ARS within Level 3 of the fair value hierarchy. Our ARS were classified within Level 3 
because they were valued, in part, by using inputs that were unobservable in the market and were significant to 
the valuation. During 2013, we disposed of our remaining ARS. As of December 27, 2014, none of our existing 
securities were classified as Level 3 securities.

Inventory Valuation

 Inventories consist of raw materials, work-in-process and finished goods and are stated at standard cost 
adjusted to approximate the lower of actual cost (first-in, first-out method) or market. Market value is based upon 
an estimated selling price reduced by the estimated cost of disposal. The determination of market value involves 
numerous judgments including estimated average selling prices based upon recent sales volumes, industry 
trends, existing customer orders, current contract price, future demand and pricing and technological 
obsolescence of our products.

 Inventory that is obsolete or in excess of our forecasted demand or is anticipated to be sold at a loss is 
written down to its estimated net realizable value based on historical usage and expected demand. In valuing our 
inventory costs and deferred inventory costs, we considered whether the utility of the products delivered or 
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expected to be delivered at less than cost, primarily comprised of common equipment, had declined. We 
concluded that, in the instances where the utility of the products delivered or expected to be delivered was less 
than cost, it was appropriate to value the inventory costs and deferred inventory costs at cost or market, 
whichever is lower, thereby recognizing the cost of the reduction in utility in the period in which the reduction 
occurred or can be reasonably estimated. We have, therefore, recognized inventory write-downs as necessary in 
each period in order to reflect inventory at the lower of cost or market.

 We consider whether we should accrue losses on firm purchase commitments related to inventory 
items. Given that the net realizable value of common equipment is below contracted purchase price, we have 
also recorded losses on these firm purchase commitments in the period in which the commitment is made. When 
the inventory parts related to these firm purchase commitments are received, that inventory is recorded at the 
purchase price less the accrual for the loss on the purchase commitment.

Accrued Warranty

 We warrant that our products will operate substantially in conformity with product specifications. Upon 
delivery of our products, we provide for the estimated cost to repair or replace products that may be returned 
under warranty. Our hardware warranty periods range from one to five years from date of acceptance for 
hardware and 90 days for software warranty. The hardware warranty accrual is based on actual historical returns 
and cost of repair experience and the application of those historical rates to our in-warranty installed base. The 
provision for warranty claims fluctuates depending upon the installed base of products and the failure rates and 
costs of repair associated with these products under warranty. Furthermore, our costs of repair vary based on 
repair volume and our ability to repair, rather than replace, defective units.  In the event that actual product failure 
rates and costs to repair differ from our estimates, revisions to the warranty provision are required. Consequently, 
we regularly assess the adequacy of our warranty liabilities and adjust the amounts as necessary. In addition, we 
have software warranty support obligations and the costs associated with providing these software warranties 
have been insignificant to our consolidated financial statements to date.

Recent Accounting Pronouncements

 See Note 2, “Significant Accounting Policies,” to the Notes to Consolidated Financial Statements for a 
full description of recent accounting pronouncements including the respective expected dates of adoptions and 
effects on us.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 

 Foreign Currency Risk

 A majority of our revenue, expense and capital purchasing activities are transacted in U.S. dollars. 
However, we do incur some operating costs in other currencies. In addition, certain of our sales contracts are not 
priced in U.S. dollars and, therefore, a portion of our revenue is subject to foreign currency risks. Our operating 
expenses and cash flows are subject to fluctuations due to changes in foreign currency exchange rates, 
particularly changes in the India rupee, Chinese yuan, British pound and the euro.

 The effect of an immediate 10% adverse change in foreign exchange rates on our foreign currency 
denominated transactions at December 27, 2014 would not be material to our results of operations or financial 
condition. We enter into foreign currency exchange forward contracts to reduce the impact of foreign currency 
fluctuations on accounts receivable and restricted cash denominated in currencies other than our functional 
currency, which is the U.S. dollar. As a result, we do not expect a significant impact to our results from a change 
in exchange rates on foreign denominated accounts receivable balances in the near-term. 

If our international operations grow, our risks associated with fluctuation in currency rates will become 
greater and we will continue to reassess our approach to managing this risk. In addition, currency fluctuations or 
a weakening U.S. dollar may increase the costs of our international operations. 
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 Interest Rate Sensitivity

 We had cash and cash equivalents, short-term and long-term investments and short-term and long-term 
restricted cash totaling $390.8 million and $365.3 million as of December 27, 2014 and December 28, 2013, 
respectively. As of December 27, 2014, we have invested in certificates of deposit, money market funds, 
commercial paper, corporate bonds and U.S. treasuries. The unrestricted cash and cash equivalents are held for 
working capital purposes. We do not enter into investments for speculative purposes. We believe that we do not 
have any material exposure to changes in the fair value as a result of changes in interest rates. Declines in 
interest rates, however, will reduce future investment income. If overall interest rates fell by 10% in 2014 and 
2013, our interest income would have declined approximately $0.1 million and $0.1 million, respectively, 
assuming consistent investment levels.

 Market Risk and Market Interest Risk

 Holders may convert the Notes prior to maturity upon the occurrence of certain circumstances. Upon 
conversion, we will pay or deliver, as the case may be, cash, shares of our common stock or a combination of 
cash and shares of our common stock, at our election.

 As of December 27, 2014, the fair value of the Notes was $198.9 million. The fair value was determined 
based on the quoted bid price of the Notes in an over-the-counter market on December 26, 2014. The fair value 
of the Notes is subject to interest rate risk, market risk and other factors due to the convertible feature. The fair 
value of the Notes will generally increase as interest rates fall and decrease as interest rates rise. In addition, the 
fair value of the Notes will generally increase as our common stock price increases and will generally decrease 
as our common stock price declines in value. The interest and market value changes affect the fair value of the 
Notes but do not impact our financial position, cash flows or results of operations due to the fixed nature of the 
debt obligation. Additionally, we do not carry the Notes at fair value. We present the fair value of the Notes for 
required disclosure purposes only.  

See Note 9, “Convertible Senior Notes,” to the Notes to Consolidated Financial Statements for further 
information.
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Report of Ernst & Young LLP, Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Infinera Corporation

 We have audited the accompanying consolidated balance sheets of Infinera Corporation as of 
December 27, 2014 and December 28, 2013, and the related consolidated statements of operations, 
comprehensive income (loss), stockholders’ equity and cash flows for each of the three years in the period ended 
December 27, 2014. Our audits also included the financial statement schedule listed in the Index at Item 15. 
These financial statements and schedule are the responsibility of the Company’s management. Our 
responsibility is to express an opinion on these financial statements and schedule based on our audits.

 We conducted our audits in accordance with the standards of the Public Company Accounting 
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion.

 In our opinion, the financial statements referred to above present fairly, in all material respects, the 
consolidated financial position of Infinera Corporation at December 27, 2014 and December 28, 2013, and the 
consolidated results of its operations and its cash flows for each of the three years in the period ended 
December 27, 2014, in conformity with U.S. generally accepted accounting principles. Also, in our opinion, the 
related financial statement schedule, when considered in relation to the basic financial statements taken as a 
whole, present fairly in all material respects the information set forth therein.

 We also have audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), Infinera Corporation’s internal control over financial reporting as of December 27, 2014, 
based on criteria established in Internal Control-Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (2013 framework) and our report dated February 18, 2015 
expressed an unqualified opinion thereon.

         /s/    ERNST & YOUNG LLP        

San Jose, California
February 18, 2015



54

Report of Ernst & Young LLP, Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Infinera Corporation

 We have audited Infinera Corporation’s internal control over financial reporting as of December 27, 
2014, based on criteria established in Internal Control—Integrated Framework issued by the Committee of 
Sponsoring Organizations of the Treadway Commission (2013 framework) (the COSO criteria). Infinera 
Corporation’s management is responsible for maintaining effective internal control over financial reporting, and 
for its assessment of the effectiveness of internal control over financial reporting included in the accompanying 
Management’s Annual Report on Internal Control Over Financial Reporting. Our responsibility is to express an 
opinion on the company’s internal control over financial reporting based on our audit.

 We conducted our audit in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether effective internal control over financial reporting was maintained in all material 
respects. Our audit included obtaining an understanding of internal control over financial reporting, assessing the 
risk that a material weakness exists, testing and evaluating the design and operating effectiveness of internal 
control based on the assessed risk, and performing such other procedures as we considered necessary in the 
circumstances. We believe that our audit provides a reasonable basis for our opinion.

 A company’s internal control over financial reporting is a process designed to provide reasonable 
assurance regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles. A company’s internal control over 
financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in 
reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; 
(2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of 
the company are being made only in accordance with authorizations of management and directors of the 
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized 
acquisition, use or disposition of the company’s assets that could have a material effect on the financial 
statements.

 Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate.

 In our opinion, Infinera Corporation maintained, in all material respects, effective internal control over 
financial reporting as of December 27, 2014, based on the COSO criteria.

 We also have audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the consolidated balance sheets of Infinera Corporation as of December 27, 2014 and 
December 28, 2013, and the related consolidated statements of operations, comprehensive income (loss), 
stockholders’ equity and cash flows for each of the three years in the period ended December 27, 2014 of 
Infinera Corporation and our report dated February 18, 2015 expressed an unqualified opinion thereon.

         /s/    ERNST & YOUNG LLP        

San Jose, California
February 18, 2015
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INFINERA CORPORATION

CONSOLIDATED BALANCE SHEETS
(In thousands, except par values)

December 27,
2014

December 28,
2013

ASSETS
Current assets:

Cash and cash equivalents ........................................................................ $ 86,495 $ 124,330
Short-term investments .............................................................................. 239,628 172,660
Accounts receivable, net of allowance for doubtful accounts of $38 in
2014 and $43 in 2013 ................................................................................ 154,596 100,643
Inventory ................................................................................................... 146,500 123,685
Prepaid expenses and other current assets ............................................... 24,636 17,752

Total current assets ............................................................................ 651,855 539,070
Property, plant and equipment, net ................................................................... 81,566 79,668
Long-term investments ..................................................................................... 59,233 64,419
Cost-method investment ................................................................................... 14,500 9,000
Long-term restricted cash ................................................................................. 5,460 3,904
Other non-current assets .................................................................................. 5,402 4,865

Total assets ........................................................................................ $ 818,016 $ 700,926
LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Accounts payable ...................................................................................... $ 61,533 $ 39,843
Accrued expenses ..................................................................................... 26,441 22,431
Accrued compensation and related benefits .............................................. 38,795 33,899
Accrued warranty ....................................................................................... 12,241 12,374
Deferred revenue ....................................................................................... 35,321 32,402

Total current liabilities ......................................................................... 174,331 140,949
Long-term debt, net ................................................................................... 116,894 109,164
Accrued warranty, non-current ................................................................... 14,799 10,534
Deferred revenue, non-current ................................................................... 10,758 4,888
Other long-term liabilities ........................................................................... 19,327 17,581

Commitments and contingencies (Note 10)
Stockholders’ equity:

Preferred stock, $0.001 par value
Authorized shares—25,000 and no shares issued and outstanding .......... — —
Common stock, $0.001 par value
Authorized shares—500,000 in 2014 and 2013 
Issued and outstanding shares—126,160 in 2014 and 119,887 in 2013 .... 126 120
Additional paid-in capital ............................................................................ 1,077,225 1,025,661
Accumulated other comprehensive loss .................................................... (4,618) (3,486)
Accumulated deficit ................................................................................... (590,826) (604,485)
Total stockholders’ equity ........................................................................... 481,907 417,810

Total liabilities and stockholders’ equity .............................................. $ 818,016 $ 700,926

The accompanying notes are an integral part of these consolidated financial statements.
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INFINERA CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

 

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
Revenue:

Product ........................................................................... $ 572,276 $ 465,424 $ 380,035
Services ......................................................................... 95,803 78,698 58,402

Total revenue ................................................. 668,079 544,122 438,437
Cost of revenue:

Cost of product ............................................................... 340,856 295,715 259,437
Cost of services .............................................................. 38,919 29,768 21,431

Total cost of revenue ...................................... 379,775 325,483 280,868
Gross profit ............................................................................ 288,304 218,639 157,569
Operating expenses:

Research and development ............................................ 133,484 124,794 117,233
Sales and marketing ....................................................... 79,026 72,778 75,862
General and administrative ............................................. 48,452 45,253 47,475

Total operating expenses ............................... 260,962 242,825 240,570
Income (loss) from operations ............................................... 27,342 (24,186) (83,001)
Other income (expense), net:

Interest income ............................................................... 1,456 923 911
Interest expense ............................................................. (11,021) (6,061) —
Other gain (loss), net ...................................................... (1,365) (1,141) (1,050)

Total other income (expense), net .................. (10,930) (6,279) (139)
Income (loss) before income taxes ........................................ 16,412 (30,465) (83,140)
Provision for income taxes ..................................................... 2,753 1,654 2,190
Net income (loss) ................................................................... $ 13,659 $ (32,119) $ (85,330)
Net income (loss) per common share:

Basic .............................................................................. $ 0.11 $ (0.27) $ (0.77)
Diluted ............................................................................ $ 0.11 $ (0.27) $ (0.77)

Weighted average shares used in computing net income
(loss) per common share:

Basic .............................................................................. 123,672 117,425 110,739
Diluted ............................................................................ 128,565 117,425 110,739

The accompanying notes are an integral part of these consolidated financial statements.
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INFINERA CORPORATION

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(In thousands)

 

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
Net income (loss) ..................................................................... $ 13,659 $ (32,119) $ (85,330)
Other comprehensive loss:

Reclassification of realized gain on auction rate securities — (166) (141)
Unrealized gain (loss) on all other available-for-sale
investments ...................................................................... (320) (140) 158
Foreign currency translation adjustment ........................... (812) (952) (43)
Tax effect on items related to available-for-sale
investment ........................................................................ — — (7)

Net change in accumulated other comprehensive loss ............ (1,132) (1,258) (33)

Comprehensive income (loss) .................................................. $ 12,527 $ (33,377) $ (85,363)

The accompanying notes are an integral part of these consolidated financial statements.
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INFINERA CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
For the Years Ended December 29, 2012, December 28, 2013 and December 27, 2014

(In thousands, except per share data)

 Common Stock Additional
Paid-in
Capital

Accumulated
Other

Comprehensive
Loss

Accumulated
Deficit Total Shares Amount

Balance at December 31, 2011............ 106,976 $ 107 $ 876,927 $ (2,195) $ (487,036) $ 387,803
Stock options exercised.................. 582 1 2,552 — — 2,553
ESPP shares issued....................... 1,653 1 9,029 — — 9,030
Shares withheld for tax obligations. (128) — (882) — — (882)
Restricted stock units released....... 3,378 3 (3) — — —
Stock-based compensation ............ — — 42,995 — — 42,995
Comprehensive loss:

Unrealized gain on auction rate
securities classified as
available-for-sale investments... — — — (141) — (141)
Unrealized gain on all other
available-for-sale investments... — — — 158 — 158
Foreign currency translation
adjustment ................................ — — — (43) — (43)
Tax effect on items related to
available-for-sale investment .... — — — (7) — (7)
Net loss ..................................... — — — — (85,330) (85,330)

Total comprehensive loss ............ (85,363)
Balance at December 29, 2012 ........... 112,461 $ 112 $ 930,618 $ (2,228) $ (572,366) $ 356,136

Stock options exercised.................. 2,217 2 14,616 — — 14,618
ESPP shares issued....................... 1,656 2 8,557 — — 8,559
Shares withheld for tax obligations. (223) — (1,544) — — (1,544)
Restricted stock units released....... 3,754 4 (4) — — —
Warrants exercised......................... 22 — — — — —
Stock-based compensation ............ — — 30,077 — — 30,077
Conversion option related to
convertible senior notes, net of
allocated costs ................................ — — 43,341 — — 43,341
Comprehensive loss:

Unrealized gain on auction rate
securities classified as
available-for-sale investments... — — — (166) — (166)
Unrealized gain on all other
available-for-sale investments... — — — (140) — (140)
Foreign currency translation
adjustment ................................ — — — (952) — (952)
Tax effect on items related to
available-for-sale investment .... — — — — — —
Net loss ..................................... — — — — (32,119) (32,119)

Total comprehensive loss ............... (33,377)
Balance at December 28, 2013 ........... 119,887 $ 120 $ 1,025,661 $ (3,486) $ (604,485) $ 417,810

 

The accompanying notes are an integral part of these consolidated financial statements.
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For the Years Ended December 29, 2012, December 28, 2013 and December 27, 2014 —

(Continued)
(In thousands, except per share data)

 

 Common Stock Additional
Paid-in
Capital

Accumulated
Other

Comprehensive
Loss

Accumulated
Deficit Total Shares Amount

Balance at December 28, 2013.................. 119,887 $ 120 $ 1,025,661 $ (3,486) $ (604,485) $ 417,810
Stock options exercised ........................ 2,001 2 13,981 — — 13,983
ESPP shares issued ............................. 1,438 1 10,727 — 10,728
Shares withheld for tax obligations ....... (217) — (1,846) — — (1,846)
Restricted stock units released ............. 3,051 3 (3) — — —
Stock-based compensation .................. — — 28,705 — 28,705
Comprehensive income:

Unrealized loss on available-for-
sale investments ............................. — — — (320) — (320)
Foreign currency translation
adjustment ....................................... — — — (812) — (812)
Net income ...................................... — — — — 13,659 13,659

Total comprehensive income ................ 12,527
Balance at December 27, 2014.................. 126,160 $ 126 $ 1,077,225 $ (4,618) $ (590,826) $ 481,907

The accompanying notes are an integral part of these consolidated financial statements.
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(In thousands)

Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
Cash Flows from Operating Activities:
Net income (loss) .......................................................................... $ 13,659 $ (32,119) $ (85,330)
Adjustments to reconcile net income (loss) to net cash provided
by (used in) operating activities:

Depreciation and amortization ................................................. 25,917 24,562 23,661
Amortization of debt discount and issuance costs .................... 8,395 4,522 —
Amortization of premium on investments ................................. 3,772 1,539 2,068
Stock-based compensation expense ....................................... 28,394 31,976 41,819
Other gain ................................................................................ (9) (276) (388)
Changes in assets and liabilities:

Accounts receivable .......................................................... (53,951) 6,341 (26,517)
Inventory ........................................................................... (25,486) (3,036) (40,623)
Prepaid expenses and other assets .................................. (8,324) (3,162) 6,140
Accounts payable ............................................................. 18,810 (20,202) 15,410
Accrued liabilities and other expenses .............................. 11,866 11,272 6,915
Deferred revenue .............................................................. 8,788 7,337 3,763
Accrued warranty .............................................................. 4,132 6,426 3,616

Net cash provided by (used in) operating activities.. 35,963 35,180 (49,466)
Cash Flows from Investing Activities:

Purchase of available-for-sale investments .............................. (302,398) (288,140) (54,150)
Purchase of cost-method investment ....................................... (5,500) — —
Proceeds from sales of available-for-sale investments............. 28,481 2,850 11,584
Proceeds from maturities and calls of investments .................. 208,051 125,624 117,605
Purchase of property and equipment ....................................... (23,122) (21,065) (25,394)
Reimbursement of manufacturing capacity advance ................ — — 50
Change in restricted cash ........................................................ (1,571) (69) (827)

Net cash provided by (used in) investing activities... (96,059) (180,800) 48,868
Cash Flows from Financing Activities:

Proceeds from issuance of debt, net ........................................ — 144,469 —
Proceeds from issuance of common stock ............................... 24,707 23,185 11,580
Minimum tax withholding paid on behalf of employees for net
share settlement ...................................................................... (1,846) (1,544) (882)

Net cash provided by financing activities ................. 22,861 166,110 10,698
Effect of exchange rate changes on cash ................................ (600) (826) 108
Net change in cash and cash equivalents ................................ (37,835) 19,664 10,208
Cash and cash equivalents at beginning of period ................... 124,330 104,666 94,458
Cash and cash equivalents at end of period ............................ $ 86,495 $ 124,330 $ 104,666

Supplemental disclosures of cash flow information:
Cash paid for income taxes, net of refunds .............................. $ 1,697 $ 2,135 $ 923
Cash paid for interest ............................................................... $ 2,625 $ 1,320 $ —

Supplemental schedule of non-cash financing activities
Non-cash settlement for manufacturing capacity advance ....... $ — $ — $ 275
Transfer of inventory to fixed assets ......................................... $ 2,569 $ 5,458 $ 3,222
Warrant exercise ...................................................................... $ — $ 500 $ —

The accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
 
1. Organization and Basis of Presentation

Infinera Corporation (“Infinera” or the “Company”), headquartered in Sunnyvale, California, was founded 
in December 2000 and incorporated in the State of Delaware. Infinera provides optical transport networking 
equipment, software and services to Tier 1 and Tier 2 telecommunications service providers, Internet content 
providers (“ICPs”), cable operators, wholesale and enterprise carriers, research and education institutions, and 
government entities (collectively, “Service Providers”) across the globe. Optical transport networks are deployed 
by Service Providers facing significant demands for transmission capacity prompted by increased use of high-
speed Internet access, mobile broadband, high-definition video streaming services, business Ethernet services 
and cloud-based services.

Our technologies and platforms enable Service Providers to deliver vast amounts of bandwidth with 
greater ease. We leverage our unique large scale photonic integrated circuits (“PICs”) to deliver innovative 
optical networking solutions for the most demanding network environments. The Infinera Intelligent Transport 
Network is an architecture that enables Service Providers to automate, converge and scale their long-haul, 
subsea, data center and metro optical networks.

The Company operates and reports financial results on a fiscal year of 52 or 53 weeks ending on the 
last Saturday of December in each year. Accordingly, fiscal years 2014, 2013 and 2012 were 52-week years that 
ended on December 27, 2014, December 28, 2013 and December 29, 2012, respectively. The next 53-week 
year will end on December 31, 2016.

 The consolidated financial statements include the accounts of the Company and its wholly-owned 
subsidiaries. All intercompany balances and transactions have been eliminated. The Company reclassified 
certain amounts reported in previous periods to conform to the current presentation. 

2. Significant Accounting Policies 

Use of Estimates

 The consolidated financial statements are prepared in accordance with U.S. generally accepted 
accounting principles (“U.S. GAAP”). These accounting principles require the Company to make certain 
estimates, assumptions and judgments that can affect the reported amounts of assets and liabilities and 
disclosure of contingent assets and liabilities as of the date of the consolidated financial statements, as well as 
the reported amounts of revenue and expenses during the periods presented. Significant estimates, assumptions 
and judgments made by management include revenue recognition, stock-based compensation, inventory 
valuation, accrued warranty, fair value measurement of investments and accounting for income taxes. Other 
estimates, assumptions and judgments made by management include allowances for sales returns, allowances 
for doubtful accounts, useful life of property, plant and equipment, fair value measurement of the liability 
component of the convertible senior notes, other-than-temporary impairments and derivative instruments. 
Management believes that the estimates and judgments upon which they rely are reasonable based upon 
information available to them at the time that these estimates and judgments are made. To the extent there are 
material differences between these estimates and actual results, the Company’s consolidated financial 
statements will be affected.

Revenue Recognition 

 Substantially all of the Company's product sales are sold in combination with installation, deployment 
and software support services. Periodically, the Company's product sales are also sold with spares management, 
on-site hardware replacement services or training. Software support services, generally delivered over a one-
year period, are comprised of software warranty or software subscription service. Software warranty provides 
customers with maintenance releases during the warranty support period. Software subscription service includes 
software warranty and additionally provides customers with rights to receive unspecified software product 
upgrades released during the support period. 

Spares management and on-site hardware replacement services include the replacement of defective 
units at customer sites in accordance with specified service level agreements and are generally delivered over a 



INFINERA CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

62

one-year period. Training services include the right to a specified number of instructor-led or web based training 
classes, and installation and deployment services may include customer site assessments, equipment 
installation and testing. These services are generally delivered over a 90-120 day period. Software warranty 
provides customers with maintenance releases and patches during the warranty support period. 

 The Company recognizes product revenue when all of the following have occurred: (1) it has entered 
into a legally binding arrangement with the customer; (2) delivery has occurred, which is when product title and 
risk of loss have transferred to the customer; (3) customer payment is deemed fixed or determinable; and 
(4) collectability is reasonably assured.
 

The Company allocates revenue to each element in its multiple-element arrangements based upon their 
relative selling prices. The Company determines the selling price for each deliverable based on a selling price 
hierarchy. The selling price for a deliverable is based on its vendor specific objective evidence (“VSOE”) if 
available, third party evidence (“TPE”) if VSOE is not available, or estimated selling price (“ESP”) if neither VSOE 
nor TPE is available. Revenue allocated to each element is then recognized when the basic revenue recognition 
criteria for that element has been met.

 VSOE of selling price is used in the selling price allocation in all instances where it exists. VSOE of 
selling price for products and services is determined when a substantial majority of the selling prices fall within a 
reasonable range when sold separately. In certain instances, the Company is not able to establish VSOE for all 
deliverables in an arrangement with multiple elements. This mainly occurs where insufficient standalone sales 
transactions have occurred or where pricing for that element has not been consistent.

 TPE of selling price can be established by evaluating largely interchangeable competitor products or 
services in standalone sales to similarly situated customers. As the Company’s products contain a significant 
element of proprietary technology and the solution offered differs substantially from that of competitors, it is 
typically difficult to obtain the reliable standalone competitive pricing necessary to establish TPE.

 ESP represents the best estimate of the price at which the Company would transact a sale if the 
product or service was sold on a standalone basis. The Company determines ESP for a product or service by 
considering multiple factors including, but not limited to market conditions, competitive landscape, gross margin 
objectives and pricing practices. The determination of ESP is made through formal approval by the Company’s 
management, taking into consideration the overall go-to-market pricing strategy.

 As the Company’s go-to-market strategies evolve, the Company may modify its pricing practices in the 
future, which could result in changes in selling prices, including both VSOE and ESP. As a result, the Company’s 
future revenue recognition for multiple element arrangements could differ from that recorded in the current 
period. The Company regularly reviews VSOE, TPE and ESP and maintains internal controls over the 
establishment and update of these inputs.

 The Company limits the amount of revenue recognition for delivered elements to the amount that is not 
contingent on the future delivery of products or services, future performance obligations or subject to customer-
specified return or refund privileges. The Company evaluates each deliverable in an arrangement to determine 
whether they represent separate units of accounting.

 The Company has a limited number of software offerings which are not required to deliver the tangible 
product’s essential functionality and can be sold separately. Revenue from sales of these software products and 
related post-contract support will continue to be accounted for under software revenue recognition rules. The 
Company’s multiple-element arrangements may therefore have a software deliverable that is subject to the 
existing software revenue recognition guidance. The revenue for these multiple-element arrangements is 
allocated to the software deliverable and the non-software deliverables based on the relative selling prices of all 
of the deliverables in the arrangement using the hierarchy in the new revenue recognition accounting guidance. 
Revenue related to these software offerings are not expected to be significant.

 Services revenue includes software subscription services, installation and deployment services, spares 
management, on-site hardware replacement services, extended software warranty and extended hardware 
warranty services, and training. Revenue from software subscription, spares management, on-site hardware 
replacement services and extended software and hardware warranty contracts is deferred and is recognized 
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ratably over the contractual support period, which is generally one year. Revenue related to training and 
installation and deployment services is recognized as the services are completed.

 Contracts and customer purchase orders are generally used to determine the existence of an 
arrangement. In addition, shipping documents and customer acceptances, when applicable, are used to verify 
delivery and transfer of title. Revenue is recognized only when title and risk of loss pass to customers and when 
the revenue recognition criteria have been met. In instances where acceptance of the product occurs upon 
formal written acceptance, revenue is recognized only after such written acceptance has been received. The 
Company assesses whether the fee is fixed or determinable based on the payment terms associated with the 
transaction. Payment terms to customers generally range from net 30 to 120 days from invoice, which are 
considered to be standard payment terms. However, payment terms greater than 120 days but less than or equal 
to one year from invoice may be considered standard if payment is supported by an irrevocable commercial letter 
of credit (“LOC”) issued by a creditworthy bank or the LOC has been accepted and confirmed by a creditworthy 
bank. In the event payment terms are provided that differ from the Company’s standard business practices, the 
fees are deemed to not be fixed or determinable and, therefore, revenue is not recognized until the fees become 
fixed or determinable which the Company believes is when they are legally due and payable. The Company 
assesses its ability to collect from its customers based primarily on the creditworthiness and past payment 
history of the customer.

 For sales to resellers, the same revenue recognition criteria apply. It is the Company’s practice to 
identify an end-user prior to shipment to a reseller. The Company does not offer rights of return or price 
protection to its resellers.

 Shipping charges billed to customers are included in product revenue and related shipping costs are 
included in product cost. The Company reports revenue net of any required taxes collected from customers and 
remitted to government authorities, with the collected taxes recorded as current liabilities until remitted to the 
relevant government authority.

Stock-Based Compensation

 Stock-based compensation cost is measured at the grant date based on the fair value of the award, and 
is recognized as expense over the requisite service period (generally the vesting period) under the straight-line 
amortization method.

 The Company estimates the fair value of the stock options granted using the Black-Scholes option 
pricing formula and a single option award approach. For new-hire grants, options typically vest with respect to 
25% of the shares one year after the option’s vesting commencement date and the remainder ratably on a 
monthly basis over three years, commencing one year after the vesting commencement date. For annual refresh 
grants, options typically vest ratably on a monthly basis over three years. 

The Company makes a number of estimates and assumptions in determining stock-based 
compensation related to options including the following:

• The expected forfeiture rate is estimated based on the Company’s historical forfeiture data and 
compensation costs are recognized only for those equity awards expected to vest. The estimation 
of the forfeiture rate requires judgment, and to the extent actual forfeitures differ from expectations, 
changes in estimate will be recorded as an adjustment in the period when such estimates are 
revised. Actual results may differ substantially from the estimates. The Company records stock-
based compensation expense to adjust estimated forfeiture rates to actual.

• The expected term represents the weighted-average period that the stock options are expected to 
be outstanding prior to being exercised. The expected term is estimated based on the Company’s 
historical data on employee exercise patterns and post vesting termination behavior to estimate 
expected exercises over the contractual term of grants.

• Expected volatility of the Company’s stock has been historically based on the weighted-average 
implied and historical volatility of Infinera and its peer group. The peer group is comprised of similar 
companies in the same industrial sector. As the Company gained more historical volatility data, the 
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weighting of its own data in the expected volatility calculation associated with options gradually 
increased to 100% by 2013.

 
 The Company estimates the fair value of the rights to acquire stock under its Employee Stock Purchase 
Plan ("ESPP") using the Black-Scholes option pricing formula. The Company’s ESPP provides for consecutive 
six-month offering periods and the Company uses its own historical volatility data in the valuation of ESPP 
shares.

 The Company accounts for the fair value of restricted stock units (“RSUs”) using the closing market 
price of the Company’s common stock on the date of grant. For new-hire grants, RSUs typically vest ratably on 
an annual basis over four years. For annual refresh grants, RSUs typically vest ratably on an annual basis over 
three years. 

The Company granted performance stock units ("PSUs") to its executives in 2013 and 2014 as part of 
the Company's annual refresh grant process. These PSUs entitle the Company's executive officers to receive a 
number of shares of the Company's common stock based on its stock price performance compared to a 
specified target composite index for the same period. The PSUs vest over the span of one year, two years and 
three years, and the number of shares to be issued upon vesting ranges from 0 to 1.5 times the number of PSUs 
granted depending on the relative performance of the Company's common stock price compared to the targeted 
composite index. This performance metric is classified as a market condition.

 The Company uses the Monte Carlo simulation model to determine the fair value of PSUs on the date 
of grant. The Monte Carlo simulation model is based on a discounted cash flow approach, with the simulation of 
a large number of possible stock price outcomes for the Company's stock and the target composite index. The 
use of the Monte Carlo simulation model requires the input of a number of assumptions including expected 
volatility of the Company's stock price, expected volatility of target composite index, correlation between changes 
in the Company's stock price and changes in the target composite index, risk-free interest rate, and expected 
dividends as applicable. Expected volatility of the Company's stock is based on the weighted-average historical 
volatility of its stock. Expected volatility of target composite index is based on the historical and implied data. 
Correlation is based on the historical relationship between the Company's stock price and the target composite 
index average. The risk-free interest rate is based upon the treasury zero-coupon yield appropriate for the term 
of the PSU as of the grant date. The expected dividend yield is zero for the Company as it does not expect to 
pay dividends in the future. The expected dividend yield for the target composite index is the annual dividend 
yield expressed as a percentage of the composite average of the target composite index on the grant date.

 In 2012, the Company granted PSUs with performance conditions and estimated the fair value using the 
closing market price of the Company’s common stock on the date of grant. These PSUs entitle the Company’s 
executive officers to receive a number of shares of the Company’s common stock based on pre-established 
performance criteria over approximately two and a half years. The PSUs cliff vest at 50% upon achievement of 
specific revenue criteria and 50% will cliff vest upon achievement of specific operating profit criteria. This 
performance metric is classified as a performance condition.

Research and Development

 All costs to develop the Company’s hardware products are expensed as incurred. Software 
development costs are capitalized beginning when a product’s technological feasibility has been established and 
ending when a product is available for general release to customers. Generally, the Company’s software 
products are released soon after technological feasibility has been established. As a result, costs subsequent to 
achieving technological feasibility have not been significant and all software development costs have been 
expensed as incurred.

Advertising

 All advertising costs are expensed as incurred. Advertising expenses in 2014, 2013 and 2012 were $1.5 
million, $1.3 million and $1.6 million, respectively.
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Accounting for Income Taxes

 As part of the process of preparing the Company’s consolidated financial statements, the Company is 
required to estimate its taxes in each of the jurisdictions in which it operates. The Company estimates actual 
current tax expense together with assessing temporary differences resulting from different treatment of items, 
such as accruals and allowances not currently deductible for tax purposes. These differences result in deferred 
tax assets and liabilities, which are included in the Company’s consolidated balance sheets. In general, deferred 
tax assets represent future tax benefits to be received when certain expenses previously recognized in the 
Company’s consolidated statements of operations become deductible expenses under applicable income tax 
laws or loss or credit carryforwards are utilized. Accordingly, realization of the Company’s deferred tax assets is 
dependent on future taxable income within the respective jurisdictions against which these deductions, losses 
and credits can be utilized within the applicable future periods.

 The Company must assess the likelihood that some portion or all of its deferred tax assets will be 
recovered from future taxable income within the respective jurisdictions, and to the extent the Company believes 
that recovery does not meet the “more-likely-than-not” standard, the Company must establish a valuation 
allowance. The ultimate realization of deferred tax assets is dependent upon the generation of future taxable 
income during the periods in which those temporary differences become deductible. Management judgment is 
required in determining the Company’s provision for income taxes, the Company’s deferred tax assets and 
liabilities and any valuation allowance recorded against its net deferred tax assets. At December 27, 2014 and 
December 28, 2013, the Company’s domestic net deferred tax assets were fully reserved with a valuation 
allowance because, based on the available evidence, the Company believed at that time it was more likely than 
not that it would not be able to utilize those deferred tax assets in the future. The Company intends to maintain a 
valuation allowance until sufficient evidence exists to support the reversal of the valuation allowance. The 
Company makes estimates and judgments about its future taxable income, by jurisdiction, based on assumptions 
that are consistent with its plans and estimates. Should the actual amounts differ from the Company’s estimates, 
the amount of its valuation allowance could be materially impacted.

Foreign Currency Translation and Transactions

 The Company considers the functional currencies of its foreign subsidiaries to be the local currency. 
Assets and liabilities recorded in foreign currencies are translated at the exchange rate as of the balance sheet 
date, and costs and expenses are translated at average exchange rates in effect during the period. Equity 
transactions are translated using historical exchange rates. The effects of foreign currency translation 
adjustments are recorded as a separate component of Accumulated Comprehensive Loss in the accompanying 
consolidated balance sheets.

 For all non-functional currency account balances, the re-measurement of such balances to the 
functional currency will result in either a foreign exchange transaction gain or loss which is recorded to Other 
gain (loss), net in the same period that the re-measurement occurred. Aggregate foreign exchange transaction 
loss recorded in 2014, 2013 and 2012 were $1.4 million, $1.4 million and $1.6 million, respectively. 

 The Company entered into foreign currency exchange forward contracts to reduce the impact of foreign 
exchange fluctuations on earnings from accounts receivable balances denominated in euros and British pounds, 
and restricted cash denominated in euros.

Cash, Cash Equivalents and Short-term and Long-term Investments

 The Company considers all highly liquid instruments with an original maturity at the date of purchase of 
90 days or less to be cash equivalents. These instruments may include cash, money market funds and 
commercial paper. The Company maintains its cash in bank deposit accounts which, at times, may exceed 
federally insured limits. The Company has not experienced any losses in such accounts.

 Cash, cash equivalents and short-term investments consist of highly-liquid investments in certificates of 
deposits, money market funds, commercial paper, corporate bonds and U.S. treasuries. Long-term investments 
primarily consist of corporate bonds. The Company considers all debt instruments with original maturities at the 
date of purchase greater than 90 days and remaining time to maturity of one year or less to be short-term 
investments. The Company classifies debt instruments with remaining maturities greater than one year as long-
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term investments, unless the Company intends to settle its holdings within one year or less and in such case it is 
considered to be short-term investments. The Company determines the appropriate classification of its 
marketable securities at the time of purchase and re-evaluates such designations as of each balance sheet date.

 Available-for-sale investments are stated at fair market value with unrealized gains and losses recorded 
in Accumulated other comprehensive loss in the Company’s consolidated balance sheets. The Company 
evaluates its available-for-sale marketable debt securities for other-than-temporary impairments and records any 
credit loss portion in Other income (expense), net in the Company’s consolidated statements of operations. The 
amortized cost of debt securities is adjusted for amortization of premiums and accretion of discounts to maturity 
and for any credit losses incurred on these securities. Gains and losses are recognized when realized in the 
Company’s consolidated statements of operations under the specific identification method.

Fair Value Measurement of Investments

 Pursuant to the accounting guidance for fair value measurements and its subsequent updates, fair 
value is defined as the price that would be received from selling an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date. When determining the fair value 
measurements for assets and liabilities required or permitted to be recorded at fair value, the Company 
considers the principal or most advantageous market in which it would transact and it considers assumptions that 
market participants would use when pricing the asset or liability.

Valuation techniques used by the Company are based upon observable and unobservable inputs. 
Observable or market inputs reflect market data obtained from independent sources, while unobservable inputs 
reflect the Company’s assumptions about market participant assumptions based on the best information 
available. Observable inputs are the preferred source of values. These two types of inputs create the following 
fair value hierarchy:

Level 1 – Quoted prices in active markets for identical assets or liabilities.

Level 2 – Quoted prices for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active, and model-based valuation techniques for which all
significant assumptions are observable in the market or can be corroborated by observable
market data for substantially the full term of the assets or liabilities.

Level 3 – Prices or valuations that require management inputs that are both significant to the fair value
measurement and unobservable.

The Company measures its cash equivalents, foreign currency exchange forward contracts and debt 
securities at fair value and classifies its securities in accordance with the fair value hierarchy. The Company’s 
money market funds and U.S. treasuries are classified within Level 1 of the fair value hierarchy and are valued 
based on quoted prices in active markets for identical securities.

The Company classifies its certificates of deposit, commercial paper, corporate bonds and foreign 
currency exchange forward contracts within Level 2 of the fair value hierarchy as follows:

Certificates of Deposit

 The Company reviews market pricing and other observable market inputs for the same or 
similar securities obtained from a number of industry standard data providers. In the event that a 
transaction is observed for the same or similar security in the marketplace, the price on that transaction 
reflects the market price and fair value on that day. In the absence of any observable market 
transactions for a particular security, the fair market value at period end would be equal to the par value. 
These inputs represent quoted prices for similar assets or these inputs have been derived from 
observable market data.

Commercial Paper

 The Company reviews market pricing and other observable market inputs for the same or 
similar securities obtained from a number of industry standard data providers. In the event that a 



INFINERA CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

67

transaction is observed for the same or similar security in the marketplace, the price on that transaction 
reflects the market price and fair value on that day and then follows a revised accretion schedule to 
determine the fair market value at period end. In the absence of any observable market transactions for 
a particular security, the fair market value at period end is derived by accreting from the last observable 
market price. These inputs represent quoted prices for similar assets or these inputs have been derived 
from observable market data accreted mathematically to par.

Corporate Bonds

 The Company reviews trading activity and pricing for each of the corporate bond securities in 
its portfolio as of the measurement date and determines if pricing data of sufficient frequency and 
volume in an active market exists in order to support Level 1 classification of these securities. If 
sufficient quoted pricing for identical securities is not available, the Company obtains market pricing and 
other observable market inputs for similar securities from a number of industry standard data providers. 
In instances where multiple prices exist for similar securities, these prices are used as inputs into a 
distribution-curve to determine the fair market value at period end. 

Foreign Currency Exchange Forward Contracts

 As discussed in Note 5, "Derivative Instruments," to the Notes to Condensed Consolidated 
Financial Statements, the Company mainly holds non-speculative foreign exchange forward contracts to 
hedge certain foreign currency exchange exposures. The Company estimates the fair values of 
derivatives based on quoted market prices or pricing models using current market rates. Where 
applicable, these models project future cash flows and discount the future amounts to a present value 
using market-based observable inputs including interest rate curves, credit risk, foreign exchange rates, 
and forward and spot prices for currencies. 

 The Company classified its auction rate securities ("ARS") within Level 3 of the fair value hierarchy. The 
Company’s ARS were classified within Level 3 because they were valued, in part, by using inputs that were 
unobservable in the market and were significant to the valuation. During 2013, the Company disposed of its 
remaining ARS. As of December 27, 2014, none of the Company’s existing securities were classified as Level 3 
securities.

Other-Than-Temporary Impairments

 The Company reviews its available-for-sale marketable debt securities on a regular basis to evaluate 
whether or not a security has experienced an other-than-temporary decline in fair value. If a debt security’s 
market value is below amortized cost and the Company either intends to sell the security or it is more likely than 
not that the Company will be required to sell the security before its anticipated recovery, the Company records an 
other-than-temporary impairment (“OTTI”) charge to earnings for the entire amount of the impairment.

 When the Company does not intend to sell an impaired security and it is not more likely than not that 
the Company will be required to sell prior to recovery of its amortized cost basis, the Company separates the 
OTTI into credit and non-credit loss portions. The amount representing the credit loss is recognized in Other 
income (expense), net, and the amount related to all other factors is recognized in Accumulated other 
comprehensive loss.

 In determining if a credit loss has occurred, it is the Company’s policy to isolate the credit loss related 
portion of the discount rate used to derive the fair market value of the security and apply this to the expected 
cash flows in order to determine the portion of the OTTI that is credit loss related. This credit related portion of 
the discount rate is based on the financial condition of the issuer, changes in rating agency credit ratings for the 
security or increases in credit related yield spreads on similar securities offered by the same issuer.

 Once a credit impairment loss has been recognized in the Company’s consolidated statements of 
operations, the amortized cost basis of that available-for-sale security is reduced by the amount of the credit 
impairment loss, resulting in a new cost basis for the security. Any non-credit related unrealized gains and losses 
are recorded in Accumulated other comprehensive loss in the Company’s consolidated balance sheets. The 
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Company will continue to monitor the security’s credit rating and credit spread and will accrete any reduction in 
the credit impairment loss to interest income over the expected life of the security.

Accounts Receivable and Allowances for Doubtful Accounts

 Accounts receivable consist of trade receivables recorded upon recognition of revenue for product and 
services, reduced by reserves for estimated bad debts. Trade accounts receivable are recorded at the invoiced 
amount and do not bear interest. Credit is extended based on evaluation of the customer’s financial condition. 
Management makes judgments as to its ability to collect outstanding receivables and provides allowances for a 
portion of receivables when collection becomes doubtful. Provisions are made based upon a review of all 
significant outstanding invoices.

Allowances for Sales Returns

 Customer product returns are approved on a case by case basis. Specific reserve provisions are made 
based upon a specific review of all the approved product returns where the customer has yet to return the 
products to generate the related sales return credit at the end of a period. Estimated sales returns are provided 
for as a reduction to revenue in 2014, 2013 and 2012. At December 27, 2014, December 28, 2013 and 
December 29, 2012, revenue was reduced for estimated sales returns by $0.2 million, $0.1 million and $1.3 
million, respectively.

Concentration of Risk

 Financial instruments that are potentially subject to concentrations of credit risk consist primarily of cash 
equivalents, short-term investments, long-term investments, cost-method investments and accounts receivable. 
Investment policies have been implemented that limit investments to investment-grade securities.

 As of December 27, 2014 and December 28, 2013, the Company has invested $14.5 million and $9.0 
million in a privately-held company. This investment has been accounted for as a cost-basis investment, as the 
Company owns less than 20% of the voting securities and does not have the ability to exercise significant 
influence over operating and financial policies of the entity. See Note 4, “Cost-method Investment,” to the Notes 
to Consolidated Financial Statements for more information.

 The risk with respect to accounts receivable is mitigated by ongoing credit evaluations that the 
Company performs on its customers. As the Company expands its sales internationally, it may experience 
increased levels of customer credit risk associated with those regions. Collateral is generally not required for 
accounts receivable but may be used in the future to mitigate credit risk associated with customers located in 
certain geographical regions.

 As of December 27, 2014, one customer accounted for approximately 13% of the Company’s accounts 
receivable balance. As of December 28, 2013, one customer accounted for approximately 13% of the Company’s 
accounts receivable balance.

 To date, a few of the Company’s customers have accounted for a significant portion of its revenue. One 
customer accounted for over 10% of total revenue in 2014. Revenue from this customer was 19% of total 
revenue in 2014. No individual customer accounted for over 10% of the Company’s revenue in 2013 or 2012.

 The Company depends on a single or limited number of suppliers for components and raw materials. 
The Company generally purchases these single or limited source components and materials through standard 
purchase orders and does not have long-term contracts with many of these limited-source suppliers. While the 
Company seeks to maintain sufficient reserve stock of such components and materials, the Company’s business 
and results of operations could be adversely affected by a stoppage or delay in receiving such components and 
materials, the receipt of defective parts, an increase in the price of such components and materials or the 
Company’s inability to obtain reduced pricing from its suppliers in response to competitive pressures.
 
Derivative Instruments

 The Company is exposed to foreign currency exchange rate fluctuations in the normal course of its 
business. As part of its risk management strategy, the Company uses derivative instruments, specifically forward 
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contracts, to reduce the impact of foreign exchange fluctuations on earnings. The forward contracts are with one 
high-quality institution and the Company monitors the creditworthiness of the counter party consistently. The 
Company’s objective is to offset gains and losses resulting from these exposures with gains and losses on the 
derivative contracts used to hedge them, thereby reducing volatility of earnings or protecting fair values of 
assets. None of the Company’s derivative instruments contain credit-risk related contingent features, any rights 
to reclaim cash collateral or any obligation to return cash collateral. The Company does not have any leveraged 
derivatives. The Company does not use derivative contracts for trading or speculative purposes.

 The Company enters into foreign currency exchange forward contracts to manage its exposure to 
fluctuations in foreign exchange rates that arise primarily from its euro and British pound denominated 
receivables and euro denominated restricted cash balance amounts that are pledged as collateral for certain 
stand-by letters of credit. Gains and losses on these contracts are intended to offset the impact of foreign 
exchange rate changes on the underlying foreign currency denominated accounts receivables and restricted 
cash, and therefore, do not subject the Company to material balance sheet risk. The forward contracts are with 
one high-quality institution and the Company consistently monitors the creditworthiness of the counterparty. The 
forward contracts entered into during 2014 were denominated in euros and British pounds, and typically had 
maturities of no more than 35 days. The contracts are settled for U.S. dollars at maturity at rates agreed to at 
inception of the contracts.

Inventory Valuation

 Inventories consist of raw materials, work-in-process and finished goods and are stated at standard cost 
adjusted to approximate the lower of actual cost (first-in, first-out method) or market. Market value is based upon 
an estimated selling price reduced by the estimated cost of disposal. The determination of market value involves 
numerous judgments including estimated average selling prices based upon recent sales volumes, industry 
trends, existing customer orders, current contract price, future demand and pricing and technological 
obsolescence of the Company’s products.

 Inventory that is obsolete or in excess of the Company’s forecasted demand or is anticipated to be sold 
at a loss is written down to its estimated net realizable value based on historical usage and expected demand. In 
valuing its inventory costs and deferred inventory costs, the Company considered whether the utility of the 
products delivered or expected to be delivered at less than cost, primarily comprised of common equipment, had 
declined. The Company concluded that, in the instances where the utility of the products delivered or expected to 
be delivered was less than cost, it was appropriate to value the inventory costs and deferred inventory costs at 
cost or market, whichever is lower, thereby recognizing the cost of the reduction in utility in the period in which 
the reduction occurred or can be reasonably estimated. The Company has, therefore, recognized inventory write-
downs as necessary in each period in order to reflect inventory at the lower of cost or market (“LCM”). 

 The Company considers whether it should accrue losses on firm purchase commitments related to 
inventory items. Given that the net realizable value of common equipment is below contractual purchase price, 
the Company has also recorded losses on these firm purchase commitments in the period in which the 
commitment is made. When the inventory parts related to these firm purchase commitments are received, that 
inventory is recorded at the purchase price less the accrual for the loss on the purchase commitment.

Deferred Inventory Costs

 When the Company’s products have been delivered and ownership (typically defined as title and risk of 
loss) has transferred to the customer, but the product revenue associated with the arrangement has been 
deferred as a result of not meeting the revenue recognition criteria, the Company also defers the related 
inventory costs for the delivered items and recognizes the inventory costs either ratably or when the related 
revenue meets the revenue recognition criteria.
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Property, Plant and Equipment

 Property, plant and equipment are stated at cost. This includes enterprise-level business software that 
the Company customizes to meets its specific operational needs. Depreciation is calculated using the straight-
line method over the estimated useful lives of the respective assets. Leasehold improvements are amortized 
using the straight-line method over the shorter of the lease term or estimated useful life of the asset. An 
assumption of lease renewal where a renewal option exists is used only when the renewal has been determined 
to be reasonably assured. Repair and maintenance costs are expensed as incurred. The estimated useful life for 
each asset category is as follows: 

 Estimated Useful Lives
Laboratory and manufacturing equipment ................................................................... 1.5 to 10 years
Furniture and fixtures .................................................................................................. 3 to 5 years
Computer hardware and software ............................................................................... 1.5 to 7 years
Leasehold improvements ............................................................................................ 1 to 10 years

 The Company regularly reviews long-lived assets for impairment whenever events or changes in 
circumstances indicate that the carrying amount of these assets may not be recoverable or that the useful life is 
shorter than originally estimated. If impairment indicators are present and the projected future undiscounted cash 
flows are less than the carrying value of the assets, the carrying values are reduced to the estimated fair value. If 
assets are determined to be recoverable, but the useful lives are shorter than originally estimated, the carrying 
value of the assets is depreciated over the newly determined remaining useful lives.

Accrued Warranty

 The Company warrants that its products will operate substantially in conformity with product 
specifications. Upon delivery of the Company's products, we provide for the estimated cost to repair or replace 
products that may be returned under warranty. The Company's hardware warranty periods range from one to five 
years from date of acceptance for hardware and 90 days for software warranty. The hardware warranty accrual is 
based on actual historical returns and cost of repair experience and the application of those historical rates to the 
Company's in-warranty installed base. The provision for warranty claims fluctuates depending upon the installed 
base of products and the failure rates and costs of repair associated with these products under warranty. 
Furthermore, the Company's costs of repair vary based on repair volume and its ability to repair, rather than 
replace, defective units.  In the event that actual product failure rates and costs to repair differ from the 
Company's estimates, revisions to the warranty provision are required. Consequently, the Company regularly 
assesses the adequacy of its warranty liabilities and adjusts the amounts as necessary. In addition, the Company 
has software warranty support obligations and the costs associated with providing these software warranties 
have been insignificant to the Company's consolidated financial statements to date.

Recent Accounting Pronouncements

 In July 2013, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update 
2013-11, "Income Taxes - Presentation of an Unrecognized Tax Benefit When a Net Operating Loss Carry 
Forward, a Similar Tax Loss, or a Tax Credit Carry Forwards Exists" ("ASU 2013-11"). ASU 2013-11 requires 
entities to present the unrecognized tax benefits in the financial statements as a reduction to a deferred tax asset 
for a net operating loss carryforward, a similar tax loss or a tax credit carryforward. ASU 2013-11 is effective for 
annual and interim periods for fiscal years beginning on or after December 15, 2013. The Company's adoption of 
ASU 2013-11 during the first quarter of 2014 had no impact on the Company’s financial position, results of 
operations or cash flow.  
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In May 2014, the FASB issued Accounting Standards Update 2014-09, "Revenue from Contracts from 
Customers" ("ASU 2014-09"). ASU 2014-09 provides a single comprehensive model for entities to use in 
accounting for revenue arising from contracts with customers and supersedes most current revenue recognition 
guidance, including industry-specific guidance. ASU 2014-09 will require an entity to recognize revenue when it 
transfers promised goods or services to customers in an amount that reflects the consideration to which the 
entity expects to be entitled in exchange for those goods or services. This update creates a five-step model that 
requires entities to exercise judgment when considering the terms of the contract(s), which include (i) identifying 
the contract(s) with the customer; (ii) identifying the separate performance obligations in the contract; (iii) 
determining the transaction price; (iv) allocating the transaction price to the separate performance obligations; 
and (v) recognizing revenue when each performance obligation is satisfied. ASU 2014-09 will be effective for the 
Company’s first quarter of 2017. The Company has the option to apply the provisions of ASU 2014-09 either 
retrospectively to each prior reporting period presented or retrospectively with the cumulative effect of applying 
this ASU recognized at the date of initial application. Early adoption is not permitted. The Company is currently 
evaluating the method and impact the adoption of ASU 2014-09 will have on the Company's consolidated 
financial statements. 

In June 2014, the FASB issued Accounting Standards Update No. 2014-12, "Accounting for Share-
Based Payments When the Terms of an Award Provide That a Performance Target Could Be Achieved after the 
Requisite Service Period" ("ASU 2014-12"). ASU 2014-12 requires that a performance target that affects vesting 
and could be achieved after the requisite service period be treated as a performance condition. A reporting entity 
should apply existing guidance in Accounting Standard Codification ("ASC") 718, "Compensation—Stock 
Compensation" ("ASC 718"), as it relates to such awards. ASU 2014-12 will be effective for the Company's first 
quarter of fiscal 2017 with early adoption permitted using either of two methods: (i) prospective to all awards 
granted or modified after the effective date; or (ii) retrospective to all awards with performance targets that are 
outstanding as of the beginning of the earliest annual period presented in the financial statements and to all new 
or modified awards thereafter, with the cumulative effect of applying ASU 2014-12 as an adjustment to the 
opening retained earnings balance as of the beginning of the earliest annual period presented in the financial 
statements. The Company is currently evaluating the impact of the pending adoption of ASU 2014-12 on the 
Company's consolidated financial statements. 

In August 2014, the FASB issued Accounting Standards Update No. 2014-15, "Disclosure of 
Uncertainties about an Entity’s Ability to Continue as a Going Concern" ("ASU 2014-15"). ASU 2014-15 provides 
guidance on management’s responsibility in evaluating whether there is substantial doubt about a company’s 
ability to continue as a going concern and to provide related footnote disclosures. ASU 2014-15 is effective for 
the Company in its fourth quarter of fiscal 2017 with early adoption permitted. The Company is currently 
evaluating the impact of the pending adoption of ASU 2014-15 on its consolidated financial statements.  

In January 2015, the FASB issued Accounting Standards Update 2015-01, "Income Statement - 
Extraordinary and Unusual Items (Subtopic 225-20): Simplifying Income Statement Presentation by Eliminating 
the Concept of Extraordinary Items" (“ASU 2015-01”). ASU 2015-01 eliminates the concept of an extraordinary 
item from GAAP. As a result, an entity will no longer be required to segregate extraordinary items from the results 
of ordinary operations, to separately present an extraordinary item on its income statement, net of tax, after 
income from continuing operations or to disclose income taxes and earnings-per-share data applicable to an 
extraordinary item. However, ASU 2015-01 will still retain the presentation and disclosure guidance for items that 
are unusual in nature and occur infrequently. ASU 2015-01 will be effective for the Company in its first quarter of 
fiscal 2017. The adoption of ASU 2015-01 is not expected to have a material effect on the Company’s 
consolidated financial statements.

 In February 2015, the FASB issued Accounting Standards Update 2015-02, "Consolidation (Topic 10): 
Amendments to the Consolidation Analysis" (“ASU 2015-02”). ASU 2015-02 provides guidance on the 
consolidation evaluation for reporting organizations that are required to evaluate whether they should consolidate 
certain legal entities. In accordance with ASU 2015-02, all legal entities are subject to reevaluation under the 
revised consolidation model. ASU 2015-02 will be effective for the Company in its first quarter of fiscal 2016. The 
Company is currently evaluating the impact of the pending adoption of ASU 2015-02 on its consolidated financial 
statements.”
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3. Fair Value Measurements and Other-Than-Temporary Impairments

Fair Value Measurements

 The following tables represent the Company’s fair value hierarchy for its marketable securities 
measured at fair value on a recurring basis (in thousands): 

 As of December 27, 2014 As of December 28, 2013
 Fair Value Measured Using Fair Value Measured Using
 Level 1 Level 2 Level 3 Total Level 1 Level 2 Level 3 Total
Assets
Money market funds ... $21,478 $ — $ — $ 21,478 $51,749 $ — $ — $ 51,749
Certificates of deposit . — 8,060 — 8,060 — 3,840 — 3,840
Commercial paper ...... — 46,072 — 46,072 — 85,860 — 85,860
Corporate bonds ......... — 235,285 — 235,285 — 150,595 — 150,595
U.S. treasuries ............ 14,810 — — 14,810 4,804 — — 4,804
Foreign currency
exchange forward
contracts ..................... $ — $ — $ — $ — $ — $ 29 $ — $ 29

Total assets ......... $36,288 $289,417 $ — $325,705 $56,553 $240,324 $ — $296,877
Liabilities
Foreign currency
exchange forward
contracts ..................... $ — $ (64) $ — $ (64) $ — $ (26) $ — $ (26)

 During 2014 and 2013, there were no transfers of assets or liabilities between Level 1 and Level 2 and 
there were no transfers into or out of Level 3 financial assets.

 During 2013, the Company disposed of its remaining $3.1 million (par value) of ARS, with $0.1 million of 
ARS called at par value and $3.0 million of ARS tendered at 95% of par value. The following table presents a 
reconciliation of all assets and liabilities measured at fair value on a recurring basis using significant 
unobservable inputs (in thousands):

December 29,
2012

Total Net Gains
Included in Other

Comprehensive Income Calls Sold
December 28,

2013

ARS—available-for-sale.... $ 2,873 $ — $ (92) (1) $ (2,781) (2) $ —

(1) Amount represents the fair market value of the securities called. Realized gains on these calls were not 
significant in 2013.

(2) Amount represents the fair market value of the securities sold at 95% par value. Realized gains for 2013 
were $0.2 million.
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 Investments were as follows (in thousands): 

 December 27, 2014

 

Adjusted
Amortized

Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses Fair Value
Money market funds ..................................... $ 21,478 $ — $ — $ 21,478
Certificates of deposit ................................... 8,060 — — 8,060
Commercial paper ........................................ 46,073 — (1) 46,072
Corporate bonds .......................................... 235,713 2 (430) 235,285
U.S. treasuries ............................................. 14,825 1 (16) 14,810

Total available-for-sale investments ...... $ 326,149 $ 3 $ (447) $ 325,705
 

 December 28, 2013

 

Adjusted
Amortized

Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses Fair Value
Money market funds .................................... $ 51,749 $ — $ — $ 51,749
Certificates of deposit .................................. 3,840 — — 3,840
Commercial paper ....................................... 85,870 2 (12) 85,860
Corporate bonds .......................................... 150,711 27 (143) 150,595
U.S. treasuries ............................................. 4,802 2 — 4,804

Total available-for-sale investments...... $ 296,972 $ 31 $ (155) $ 296,848

 As of December 27, 2014, the Company’s available-for-sale investments in certificates of deposit, 
commercial paper, corporate bonds and U.S. treasuries have a contractual maturity term of up to 18 months. 
Proceeds from sales, maturities and calls of available-for-sale investments were $236.5 million, $128.5 million 
and $129.2 million in 2014, 2013 and 2012, respectively. Gross realized gains (losses) on short-term and long-
term investments were insignificant for these periods. The specific identification method is used to account for 
gains and losses on available-for-sale investments.

Other-Than-Temporary Impairments

 As a result of the Company’s disposal of $3.1 million of ARS (par value) during 2013, it recorded an 
approximately $0.2 million gain, which was recognized as Other gain (loss) in the Company’s consolidated 
statements of operations. There were no other-than-temporary impairments during 2014.

 A roll-forward of amortized cost, cumulative OTTI recognized in earnings and Accumulated other 
comprehensive loss is as follows (in thousands): 

Amortized
Cost

Cumulative
OTTI in

Earnings
Unrealized

Gain

OTTI Loss in
Accumulated

Other
Comprehensive

Loss

Accumulated
Other

Comprehensive
Income (Loss)

Balance at December 29, 2012... $ 2,707 $ (394) $ 784 $ (618) $ 166
Call on investments .................... (87) 13 (25) 20 (5)
Investments sold ......................... (2,620) 381 (759) 598 (161)
Balance at December 28, 2013... $ — $ — $ — $ — $ —
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4. Cost-method Investment

 As of December 27, 2014 and December 28, 2013, the Company’s investment in a privately-held 
company was $14.5 million and $9.0 million, respectively. This investment is accounted for as a cost-basis 
investment as the Company owns less than 20% of the voting securities and does not have the ability to exercise 
significant influence over operating and financial policies of the entity. The Company’s investment is in an entity 
that is not publicly traded and, therefore, no established market for the securities exists. The Company’s 
investment is carried at historical cost in its consolidated financial statements and will be measured at fair value 
on a nonrecurring basis if indicators of impairment exist in the future. If the Company believes that the carrying 
value of the cost basis investment is in excess of estimated fair value, the Company’s policy is to record an 
impairment charge in Other income (expense), net in the accompanying consolidated statements of operations to 
adjust the carrying value to estimated fair value, when the impairment is deemed other-than-temporary. The 
Company regularly evaluates the carrying value of this cost-method investment for impairment. As of December 
27, 2014 and December 28, 2013, no event had occurred that would be considered an indicator of impairment, 
therefore, the fair value of the cost-method investment is not estimated. The Company did not record any 
impairment charges for this cost-method investment during 2014, 2013 and 2012.

5. Derivative Instruments

Foreign Currency Exchange Forward Contracts

 As of December 27, 2014, the Company did not designate foreign currency exchange forward contracts 
related to euro and British pound denominated receivables and restricted cash as hedges for accounting 
purposes, and, accordingly, changes in the fair value of these instruments are included in Other gain (loss), net 
in the accompanying consolidated statements of operations. The before-tax effect of foreign currency exchange 
forward contracts for euro and British pound denominated receivables and restricted cash not designated as 
hedging instruments was a gain of $1.6 million for 2014, a loss of $2.2 million for 2013, and a gain of $1.4 million 
in 2012, included in Other gain (loss), net in the consolidated statements of operations.

 The fair value of derivative instruments not designated as hedging instruments in the Company’s 
consolidated balance sheets was as follows (in thousands): 

 As of December 27, 2014 As of December 28, 2013

 
Gross

Notional(1)

Prepaid
Expenses
and Other

Assets

Other
Accrued

Liabilities
Gross

Notional(1)

Prepaid
Expenses
and Other

Assets

Other
Accrued

Liabilities
Foreign currency exchange
forward contracts ...................

Related to euro
denominated
receivables ..................... $ 34,445 $ — $ (53) $ 16,867 $ 27 $ —
Related to British pound
denominated
receivables ..................... $ 2,678 $ — $ (9) $ 13,271 $ — $ (26)
Related to restricted
cash ............................... $ 1,236 $ — $ (2) $ 1,391 $ 2 $ —

Total ........................ $ — $ (64) $ 29 $ (26)

(1) Represents the face amounts of forward contracts that were outstanding as of the period noted.

6. Balance Sheet Details

Restricted Cash

 The Company’s long-term restricted cash balance is primarily comprised of certificates of deposit, of 
which the majority is not insured by the Federal Deposit Insurance Corporation. These amounts primarily 
collateralize the Company’s issuances of stand-by and commercial letters of credit. Additionally, the Company’s 
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restricted cash balance includes a leave encashment fund for India employees and a corporate bank card 
deposit for employees in the United Kingdom.
 

The following table provides details of selected balance sheet items (in thousands):

December 27,
2014

December 28,
2013

Inventory:
Raw materials ............................................................................................ $ 15,169 $ 14,311
Work in process ......................................................................................... 50,046 49,172

Finished goods(1) ...................................................................................... 81,285 60,202
Total(2) ................................................................................................. $ 146,500 $ 123,685

Property, plant and equipment, net:
Computer hardware ................................................................................... $ 8,785 $ 9,692

Computer software(3) ................................................................................. 17,684 16,988
Laboratory and manufacturing equipment ................................................. 162,004 146,834
Furniture and fixtures ................................................................................. 1,340 1,347
Leasehold improvements ........................................................................... 37,825 35,913
Construction in progress ............................................................................ 14,726 8,950

Subtotal .............................................................................................. $ 242,364 $ 219,724

Less accumulated depreciation and amortization(4) ................................... (160,798) (140,056)
Total ................................................................................................... $ 81,566 $ 79,668

Accrued expenses:
Loss contingency related to non-cancelable purchase commitments......... $ 5,390 $ 5,120
Professional and other consulting fees ...................................................... 1,831 1,411
Taxes payable ........................................................................................... 3,993 2,372
Royalties ................................................................................................... 2,648 1,540
Accrued rebate and customer prepay liability ............................................ 941 3,807
Accrued interest on convertible senior notes ............................................. 219 219
Other accrued expenses ............................................................................ 11,419 7,962

Total ................................................................................................... $ 26,441 $ 22,431

(1) Included in finished goods inventory at December 27, 2014 and December 28, 2013 were $10.2 million 
and $9.2 million, respectively, of inventory at customer locations for which product acceptance had not 
occurred.

(2) As of December 27, 2014 and December 28, 2013, the Company’s inventory value had been reduced by 
$10.1 million and $8.7 million, respectively, for excess and obsolescence, and $7.1 million and $5.0 
million, respectively, for LCM adjustments.

(3) Included in computer software at December 27, 2014 and December 28, 2013 were $7.9 million and $7.9 
million, respectively, related to an enterprise resource planning (“ERP”) system that the Company 
implemented during 2012. The unamortized ERP costs at December 27, 2014 and December 28, 2013 
were $5.2 million and $6.3 million, respectively.

(4) Depreciation expense was $25.9 million, $24.5 million and $23.5 million (which includes depreciation of 
capitalized ERP costs of $1.1 million, $1.1 million and $0.4 million, respectively) for 2014, 2013 and 2012, 
respectively.
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7. Comprehensive Loss

 Other comprehensive loss includes certain changes in equity that are excluded from net loss. The 
following table sets forth the changes in accumulated other comprehensive loss by component for the periods 
presented (in thousands): 

Unrealized 
Gain (Loss)
on Auction 

Rate    
Securities

Unrealized 
Gain (Loss)

on Other
Available-
for-Sale

Securities

Foreign
Currency

Translation     
Accumulated     

Tax Effect Total        
Balance at December 31, 2011.................. $ 307 $ (142) $ (1,607) $ (753) $ (2,195)

Other comprehensive loss before
reclassifications .................................. — 158 (43) (7) 108
Amounts reclassified from
accumulated other comprehensive
loss ..................................................... (141) — — — (141)

Net current-period other comprehensive
loss ............................................................ (141) 158 (43) (7) (33)
Balance at December 29, 2012.................. $ 166 $ 16 $ (1,650) $ (760) $ (2,228)

Other comprehensive loss before
reclassifications .................................. — (140) (952) — (1,092)
Amounts reclassified from
accumulated other comprehensive
loss ..................................................... (166) — — — (166)

Net current-period other comprehensive
loss ............................................................ (166) (140) (952) — (1,258)
Balance at December 28, 2013.................. $ — $ (124) $ (2,602) $ (760) $ (3,486)

Other comprehensive loss before
reclassifications .................................. — (320) (812) — (1,132)
Amounts reclassified from
accumulated other comprehensive
loss ..................................................... — — — — —

Net current-period other comprehensive
loss ............................................................ — (320) (812) — (1,132)
Balance at December 27, 2014.................. $ — $ (444) $ (3,414) $ (760) $ (4,618)

The following table provides details about reclassifications out of accumulated other comprehensive loss 
for the periods presented (in thousands):  

Details about Accumulated Other
Comprehensive Loss Components

Amount Reclassified from Accumulated Other
Comprehensive Loss

Affected Line Item in
the Statement Where
Net Loss is Presented

Years Ended
December 27,

2014
December 28,

2013
December 29,

2012
Unrealized gain on auction rate
securities ....................................... $ — $ (166) $ (141) Other gain (loss), net

— — — Provision for income taxes
Total reclassifications for the
period ............................................ $ — $ (166) $ (141) Total, net of income tax
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8. Basic and Diluted Net Income (Loss) Per Common Share

 Basic net income (loss) per common share is computed by dividing net income (loss) by the weighted 
average number of common shares outstanding during the period. Diluted net income (loss) per common share 
is computed using net income (loss) and the weighted average number of common shares outstanding plus 
potentially dilutive common shares outstanding during the period. Potentially dilutive common shares include the 
assumed exercise of outstanding stock options, assumed release of outstanding restricted stock units ("RSUs") 
and performance stock units ("PSUs"), assumed conversion of convertible senior notes from conversion spread, 
and assumed issuance of stock under the Company’s ESPP using the treasury stock method. The Company 
includes the common shares underlying PSUs in the calculation of diluted net income per share only when they 
become contingently issuable. In net loss periods, these potentially diluted common shares have been anti-
dilutive and therefore, excluded from the diluted net loss calculation.
 
 The following table sets forth the computation of net income (loss) per common share—basic and 
diluted (in thousands, except per share amounts): 

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
Numerator:

Net income (loss) ................................................................... $ 13,659 $ (32,119) $ (85,330)
Denominator:

Basic weighted average common shares outstanding ........... 123,672 117,425 110,739
Effect of dilutive securities:

Employee equity plans .......................................................... 4,778 — —
Assumed conversion of convertible senior notes from
conversion spread ................................................................. 115 — —
Dilutive weighted average common shares outstanding ........ 128,565 117,425 110,739

Net income (loss) per common share ....................................

Basic ..................................................................................... $ 0.11 $ (0.27) $ (0.77)
Diluted ................................................................................... $ 0.11 $ (0.27) $ (0.77)

The number of shares outstanding used in the computation of basic and diluted net income (loss) per 
share does not include the effect of the potential outstanding common stock listed in the following table. The 
effects of these potentially outstanding shares were not included in the calculation of diluted net income (loss) 
per share because their effect would have been anti-dilutive under the treasury stock method or the performance 
condition of the award has not been met (in thousands):

 As of

 
December 27,

2014
December 28,

2013
December 29,

2012
Stock options outstanding ...................................................... 362 6,367 9,008
Restricted stock units ............................................................ 331 6,583 6,703
Performance stock units ........................................................ 124 721 1,368
Employee stock purchase plan shares .................................. 741 661 1,100
Warrants to purchase common stock ..................................... — — 93

Total .................................................................................... 1,558 14,332 18,272
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In 2014, the Company included the dilutive effects of the Company's convertible senior notes in the 
calculation of diluted net income per common share as the average market price was above the conversion 
price. The dilutive impact of the Company's convertible senior notes was based on the difference between the 
Company's average stock price and the conversion price of the convertible senior notes, provided there is a 
spread. In 2013, the Company excluded the potential shares issuable upon conversion of the convertible senior 
notes in the calculation of diluted earnings per share because the market price was below the conversion price. 
Upon conversion of the convertible senior notes, it is the Company’s intention to pay cash equal to the lesser of 
the aggregate principal amount or the conversion value of the Notes being converted, therefore, only the 
conversion spread relating to the notes would be included in the Company’s diluted earnings per share 
calculation unless their effect is anti-dilutive.

9. Convertible Senior Notes

In May 2013, the Company issued $150.0 million of 1.75% convertible senior notes due June 1, 2018 
(the “Notes”). The Notes will mature on June 1, 2018, unless earlier purchased by the Company or converted. 
Interest is payable semi-annually in arrears on June 1 and December 1 of each year, commencing December 1, 
2013. The net proceeds to the Company were approximately $144.5 million.

The Notes are governed by an indenture dated as of May 30, 2013 (the “Indenture”), between the 
Company, as issuer, and U.S. Bank National Association, as trustee. The Notes are unsecured and do not 
contain any financial covenants or any restrictions on the payment of dividends, the incurrence of senior debt or 
other indebtedness, or the issuance or repurchase of securities by the Company.

Upon conversion, it is the Company's intention to pay cash equal to the lesser of the aggregate principal 
amount or the conversion value of the Notes. For any remaining conversion obligation, The Company intends to 
pay cash, shares of common stock or a combination of cash and shares of common stock, at the Company's 
election. The initial conversion rate is 79.4834 shares of common stock per $1,000 principal amount of Notes, 
subject to anti-dilution adjustments. The initial conversion price is approximately $12.58 per share of common 
stock.

Throughout the term of the Notes, the conversion rate may be adjusted upon the occurrence of certain 
events, including for any cash dividends. Holders of the Notes will not receive any cash payment representing 
accrued and unpaid interest upon conversion of a Note. Accrued but unpaid interest will be deemed to be paid in 
full upon conversion rather than canceled, extinguished or forfeited. Holders may convert their Notes under the 
following circumstances:

• during any fiscal quarter commencing after the fiscal quarter ending on September 28, 2013 (and 
only during such fiscal quarter) if the last reported sale price of the common stock for at least 20 
trading days (whether or not consecutive) during a period of 30 consecutive trading days ending on 
the last trading day of the immediately preceding fiscal quarter is greater than or equal to 130% of 
the conversion price on each applicable trading day;

• during the five business day period after any five consecutive trading day period (the 
“measurement period”) in which the trading price per $1,000 principal amount of Notes for each 
trading day of the measurement period was less than 98% of the product of the last reported sale 
price of the Company’s common stock and the conversion rate on each such trading day;

• upon the occurrence of specified corporate events described under the Indenture, such as a 
consolidation, merger or binding share exchange; or

• at any time on or after December 1, 2017 until the close of business on the second scheduled 
trading day immediately preceding the maturity date, holders may convert their Notes at any time, 
regardless of the foregoing circumstances.

If the Company undergoes a fundamental change as defined in the Indenture governing the Notes, 
holders may require the Company to repurchase for cash all or any portion of their Notes at a repurchase price 
equal to 100% of the principal amount of the Notes to be repurchased, plus accrued and unpaid interest to, but 
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excluding, the fundamental change repurchase date. In addition, upon the occurrence of a “make-whole 
fundamental change” (as defined in the Indenture), the Company will, in certain circumstances, increase the 
conversion rate by a number of additional shares for a holder that elects to convert its Notes in connection with 
such make-whole fundamental change.

The carrying amounts of the liability components of the Notes were as follows (in thousands):

December 27,
2014

December 28,
2013

Principal ............................................................................................................ $ 150,000 $ 150,000
Unamortized discount (1) ................................................................................... (30,257) (37,322)
Carrying amount ............................................................................................... 119,743 112,678

 
(1) Unamortized discount includes debt conversion discount and issuance costs, which will be amortized over 

the remaining life of the Notes, which is approximately 4 years.

As of December 27, 2014 and December 28, 2013, the carrying amount of the equity components of the 
Notes was as follows (in thousands):

Debt discount related to value of conversion option ..................................................................... 45,000
Debt issuance cost ...................................................................................................................... (1,659)
Total ............................................................................................................................................. 43,341

In accounting for the issuance of the Notes, the Company separated the Notes into liability and equity 
components. The carrying amount of the liability component was calculated by measuring the fair value of a 
similar debt instrument that does not have an associated convertible feature. The carrying amount of the equity 
component representing the conversion option was determined by deducting the fair value of the liability 
component from the par value of the Notes. The equity component is not remeasured as long as it continues to 
meet the conditions for equity classification. The excess of the principal amount of the liability component over its 
carrying amount (“debt discount”) is amortized to interest expense over the term of the Notes. The remaining 
debt conversion discount amount to be amortized over the remaining years until maturity of the Notes was $33.1 
million as of December 27, 2014.

In accounting for the issuance costs of $5.5 million related to the Notes, the Company allocated the total 
amount incurred to the liability and equity components of the Notes based on their relative values. Issuance 
costs attributable to the liability component were recorded as other non-current assets and will be amortized to 
interest expense over the term of the Notes. The issuance costs attributable to the equity component were netted 
with the equity component in stockholders’ equity. Additionally, the Company initially recorded a deferred tax 
liability of $17.0 million in connection with the issuance of the Notes, and a corresponding reduction in valuation 
allowance. The impact of both was recorded to stockholders’ equity.

The Company determined that the embedded conversion option in the Notes does not require separate 
accounting treatment as a derivative instrument because it is both indexed to the Company’s own stock and 
would be classified in stockholder’s equity if freestanding.
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The following table sets forth total interest expense recognized related to the Notes (in thousands): 

 Years Ended
December 27,

2014
December 28,

2013
Contractual interest expense ........................................................................... $ 2,626 $ 1,539
Amortization of debt issuance costs ................................................................. 665 358
Amortization of debt discount ........................................................................... 7,730 4,164
Total interest expense ...................................................................................... $ 11,021 $ 6,061

The coupon rate was 1.75%. For the years ended December 27, 2014 and December 28, 2013, the 
debt discount and debt issuance costs were amortized, using an annual effective interest rate of 10.23%, to 
interest expense over the term of the Notes.

As of December 27, 2014, the fair value of the Notes was $198.9 million. The fair value was determined 
based on the quoted bid price of the Notes in an over-the-counter market on December 26, 2014. The Notes are 
classified as Level 2 of the fair value hierarchy. Based on the closing price of the Company’s common stock of 
$14.91 on December 26, 2014, the if-converted value of the Notes exceeded their principal amount by 
approximately $27.8 million. 

During the fourth quarter of 2014, the closing price of our common stock did not meet or exceed 130% 
of the applicable conversion price of our Notes on at least 20 of the last 30 consecutive trading days of the 
quarter; furthermore, no other conditions allowing holders of the Notes to convert have been met as of December 
27, 2014. Therefore, the Notes are not convertible as of December 27, 2014 and are classified as long-term 
debt. 

10. Commitments and Contingencies 

Operating Leases

 The Company leases facilities under non-cancelable operating lease agreements. These leases have 
varying terms that range from one to ten years, predominantly no longer than ten years each and contain 
leasehold improvement incentives, rent holidays and escalation clauses. In addition, some of these leases have 
renewal options for up to five years. The Company has contractual commitments to remove leasehold 
improvements and return certain properties to a specified condition when the leases terminate. At the inception 
of a lease with such conditions, the Company records an asset retirement obligation liability and a corresponding 
capital asset in an amount equal to the estimated fair value of the obligation. Asset retirement obligations were 
$2.7 million and $2.6 million as of December 27, 2014 and December 28, 2013, respectively. These obligations 
are classified as other long-term liabilities on the accompanying consolidated balance sheets. 

 The Company recognizes rent expense on a straight-line basis over the lease period factoring in 
leasehold improvement incentives, rent holidays and escalation clauses. Rent expense for all leases was $7.2 
million, $6.8 million and $6.7 million for 2014, 2013 and 2012, respectively. The Company did not have any 
sublease rental income for 2014, 2013 and 2012.

 Future annual minimum operating lease payments at December 27, 2014 were as follows (in 
thousands): 

2015 2016 2017 2018 2019 Thereafter Total
Operating lease
payments ......... $ 7,063 $ 6,419 $ 5,575 $ 5,106 $ 5,344 $ 8,546 $ 38,053

 
Purchase Commitments

 The Company has service agreements with its major production suppliers, where the Company is 
committed to purchase certain parts. These obligations are typically less than the Company’s purchase needs. 
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As of December 27, 2014, December 28, 2013 and December 29, 2012, these non-cancelable purchase 
commitments were $128.3 million, $69.6 million and $52.7 million, respectively. 

 Future purchase commitments at December 27, 2014 were as follows (in thousands):

2015 2016 2017 2018 2019 Thereafter Total
Purchase
obligations .......

$ 126,211 $ 2,050 $ — $ — $ — $ — $ 128,261

 The contractual obligation tables above exclude tax liabilities of $2.2 million related to uncertain tax 
positions because the Company is unable to determine the timing of settlement, if any, of these future payments 
with a reasonably reliable estimate.

Indemnification Obligations

 From time to time, the Company enters into certain types of contracts that contingently require it to 
indemnify parties against third party claims. These contracts primarily relate to: (i) certain real estate leases 
under which the Company may be required to indemnify property owners for environmental and other liabilities, 
and other claims arising from the Company’s use of the applicable premises; (ii) certain agreements with the 
Company’s officers, directors and certain key employees, under which the Company may be required to 
indemnify such persons for liabilities; and (iii) certain provisions in the Company’s customer agreements that may 
require the Company to indemnify their customers and their affiliated parties against certain liabilities, including if 
the Company’s products infringe a third party’s intellectual property rights.

 The terms of such indemnification obligations vary. Because the maximum obligated amounts under 
these agreements generally are not explicitly stated, the maximum potential amount of future payments the 
Company could be required to make under these indemnification agreements is generally unlimited.

 To date, the Company has not incurred any material costs as a result of the indemnification obligations 
and has not accrued any liabilities related to such obligations in the Company’s consolidated financial 
statements. The Company may be obligated to indemnify the Company's customers in connection with the 
lawsuit filed by Cambrian Science Corporation (“Cambrian”) on July 7, 2011, to the extent the Company’s product 
is found to infringe the Cambrian patent at issue (Patent No. 6,775,312) (see Note 12, “Legal Matters,” to the 
Notes to Consolidated Financial Statements).

 As permitted under Delaware law and the Company’s charter and bylaws, the Company has 
agreements whereby it indemnifies certain of its officers and each of its directors for certain events or 
occurrences while the officer or director is, or was, serving at the Company’s request in such capacity. The term 
of the indemnification period is for the officer’s or director’s lifetime. The maximum potential amount of future 
payments the Company could be required to make under these indemnification agreements is unlimited; 
however, the Company has a Director and Officer insurance policy that may reduce its exposure and enable it to 
recover all or a portion of any future amounts paid. As a result of its insurance policy coverage, the Company 
believes the estimated fair value of these indemnification agreements is minimal.

11.  Guarantees

Product Warranties

Upon delivery of products, the Company provides for the estimated cost to repair or replace products or 
the related components that may be returned under hardware warranties. In general, hardware warranty periods 
range from one to five years. Hardware warranties provide the purchaser with protection in the event that the 
product does not perform to product specifications. During the warranty period, the purchaser’s sole and 
exclusive remedy in the event of such defect or failure to perform is limited to the correction of the defect or 
failure by repair, refurbishment or replacement, at the Company’s sole option and expense. The Company 
estimates its hardware warranty obligations based on the Company’s historical and industry experience of 
product failure rates, use of materials to repair or replace defective products, and service delivery costs incurred 
in correcting product failures. In addition, from time to time, specific hardware warranty accruals may be made if 
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unforeseen technical problems arise with specific products. Management periodically assesses the adequacy of 
the Company’s recorded warranty liabilities and adjusts the amounts as necessary.

Activity related to product warranty was as follows (in thousands): 

December 27,
2014

December 28,
2013

Beginning balance ............................................................................................ $ 22,908 $ 16,482
Charges to operations ...................................................................................... 22,697 21,193
Utilization .......................................................................................................... (10,860) (9,404)

Change in estimate(1) ........................................................................................ (7,705) (5,363)
Balance at the end of the period ....................................................................... $ 27,040 $ 22,908

 
(1) The Company records hardware warranty liabilities based on the latest quality and cost information available 

as of that date. The changes in estimate shown here are due to changes in overall actual failure rates and 
the resulting impact of these changes on the Company’s estimate of expected future returns, as well as 
changes in the estimated cost and the mix of new versus used units related to replacement of failed units.

Letters of Credit

The Company had $5.0 million of standby letters of credit outstanding as of December 27, 2014. These 
consisted of $3.0 million related to a customer proposal guarantee, $1.3 million related to a value added tax 
license and $0.7 million related to property leases. The Company had $3.5 million of standby letters of credit 
outstanding as of December 28, 2013. These consisted of $1.4 million related to a customer proposal guarantee, 
$1.4 million related to a value added tax license and $0.7 million related to property leases.

 
12. Legal Matters

Cambrian Science Patent Infringement Litigation

On July 12, 2011, the Company was notified by Level 3 that Cambrian Science Corporation 
("Cambrian") filed suit against Level 3 and six other defendants, including Cox Communications, Inc., XO 
Communications, LLC, Global Crossing Limited, 360Networks (USA), Inc., Integra Telecom, Inc. and IXC, Inc. 
dba Telekenex (collectively, the "Defendants") in the U.S. District Court for the Central District of California 
alleging infringement of patent no. 6,775,312 (the "'312 Patent") and requesting damages for such alleged 
infringement (the "Cambrian Claim"). The nature of the Cambrian Claim involves allegations of infringement of 
the '312 Patent resulting from the Defendants’ use of certain products and systems in the Defendants’ networks, 
including the Infinera DTN platform. On August 24, 2011, Cambrian amended the complaint to name the 
Company as a defendant. The Company assumed the defense of the Cambrian Claim and filed an answer to 
Cambrian’s complaint on September 21, 2011, in which the Company denied infringement of the '312 Patent and 
raised other defenses. Cambrian filed a second amended complaint on October 6, 2011, which included many of 
the same allegations as in the original complaint. The Company filed its answer to the second amended 
complaint on October 21, 2011, in which the Company maintained the same denials and defenses as in the 
Company’s initial answer. On December 23, 2011, the Company filed a motion requesting that the court stay the 
case with respect to each of the above-noted customer Defendants. Cambrian filed its opposition to the 
Company’s motion on December 30, 2011. The Company’s request was denied in the court’s decision on March 
7, 2012. The Company presented evidence on the appropriate meanings of relevant key words used in the 
patent claims during a claim construction hearing on November 20, 2012. 

On June 17, 2013, the court issued an order regarding claim construction, in which the court agreed 
with almost all of the Company’s proposed claim constructions. On October 17, 2013, the parties met for a court-
mandated mediation. On April 24, 2014, the Company filed two motions for summary judgment relating to non-
infringement and Cambrian’s claim to an earlier date of invention.  The court held a hearing on the summary 
judgment motions on June 9, 2014. On July 2, 2014, the court granted the Company's motion for summary 
judgment on non-infringement and entered a final judgment of non-infringement of the '312 Patent. On August 1, 
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2014, Cambrian filed a notice of appeal regarding the ruling of non-infringement to the Court of Appeals for the 
Federal Circuit and Cambrian's appeal brief was filed on November 6, 2014. The Company filed its responsive 
brief on January 5, 2015, and on February 5, 2015, Cambrian filed their reply brief. The Company is seeking to 
recover certain costs and attorney's fees from Cambrian.

As of December 27, 2014, the Company concluded that the likelihood of a loss with respect to this suit 
was remote and the amount of any loss would be insignificant. The Company does not believe the outcome of 
this matter will have a material adverse effect on the Company's business, consolidated financial position, results 
of operations, or cash flows. Factors that the Company considered in the determination of the likelihood of a loss 
and the estimate of that loss in respect to this matter included the merits of the case, the district court granting 
the Company's motion for summary judgment for non-infringement, the entry of final judgment of non-
infringement and the current stage of the litigation. However, the outcome of such legal matters is inherently 
unpredictable and subject to uncertainty.

Loss Contingencies

The Company is subject to the possibility of various losses arising in the ordinary course of business. 
These may relate to disputes, litigation and other legal actions. In the preparation of its quarterly and annual 
financial statements, the Company considers the likelihood of loss or the incurrence of a liability, including 
whether it is probable, reasonably possible or remote that a liability has been incurred, as well as the Company’s 
ability to reasonably estimate the amount of loss, in determining loss contingencies. In accordance with U.S. 
GAAP, an estimated loss contingency is accrued when it is probable that a liability has been incurred and the 
amount of loss can be reasonably estimated. The Company regularly evaluates current information to determine 
whether any accruals should be adjusted and whether new accruals are required. As of December 27, 2014, the 
Company has not accrued or recorded any such material liabilities.

13. Stockholders’ Equity 

2000 Stock Plan, 2007 Equity Incentive Plan and Employee Stock Purchase Plan

 In December 2000, the Company adopted the 2000 Stock Plan (“2000 Plan”). Under the 2000 Plan, as 
amended, the Company had reserved an aggregate of 14.2 million shares of its common stock for issuance. As 
of December 27, 2014, options to purchase 0.8 million shares of the Company’s common stock were outstanding 
under the 2000 Plan. The Company’s board of directors decided not to grant any additional options or other 
awards under the 2000 Plan following the Company’s IPO in 2007. The 2000 Plan expired on December 6, 2010. 
However, the 2000 Plan will continue to govern the terms and conditions of the outstanding options previously 
granted under the 2000 Plan.

 In February 2007, the Company’s board of directors adopted the 2007 Equity Incentive Plan (“2007 
Plan”) and the Company’s stockholders approved the 2007 Plan in May 2007. The Company has reserved a total 
of 46.8 million shares of common stock for issuance under the 2007 Plan. Pursuant to the 2007 Plan, the 
Company may award stock options, restricted stock, RSUs, PSUs, performance shares and stock appreciation 
rights to employees, consultants and members of the Company’s board of directors. The 2007 Plan has a 
maximum term of 10 years from the date of adoption, or it can be earlier terminated by the Company’s board of 
directors.

 The ESPP was adopted by the board of directors in February 2007 and approved by the stockholder in 
May 2007. The ESPP was last amended by the stockholders in May 2014 to increase the shares authorized 
under the ESPP to 16.6 million shares of common stock. The ESPP has a 20-year term. Eligible employees may 
purchase the Company’s common stock through payroll deductions at a price equal to 85% of the lower of the 
fair market values of the stock as of the beginning or the end of six-month offering periods. An employee’s payroll 
deductions under the ESPP are limited to 15% of the employee’s compensation and employees may not 
purchase more than $25,000 of stock during any calendar year.
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Shares Reserved for Future Issuances

 Common stock reserved for future issuance was as follows (in thousands): 

 
December 27,

2014
Outstanding stock options and awards ........................................................................................ 11,217
Reserved for future option and award grants ............................................................................... 17,256
Reserved for future ESPP ............................................................................................................ 7,262

Total common stock reserved for stock options and awards 35,735

Stock-based Compensation Plans

 The Company has stock-based compensation plans pursuant to which the Company has granted stock 
options, RSUs and PSUs. The Company also has an ESPP for all eligible employees. As of December 27, 2014, 
there were a total of 17.3 million shares of common stock available for grant under the Company’s 2007 Plan. 
The following tables summarize the Company’s equity award activity and related information (in thousands, 
except per share data):  

Number of
Options

Weighted-Average
Exercise Price

Per Share

Aggregate
Intrinsic

Value
Outstanding at December 31, 2011 .................................. 9,873 $ 7.03 $ 7,924

Options granted ........................................................... 127 $ 7.18
Options exercised ........................................................ (582) $ 4.39 $ 1,484
Options canceled ......................................................... (410) $ 8.50

Outstanding at December 29, 2012 .................................. 9,008 $ 7.13 $ 5,726
Options granted ........................................................... — $ —
Options exercised ........................................................ (2,217) $ 6.59 $ 7,583
Options canceled ......................................................... (424) $ 8.04

Outstanding at December 28, 2013 .................................. 6,367 $ 7.26 $ 17,452
Options granted ........................................................... 25 $ 9.02
Options exercised ........................................................ (2,001) $ 6.99 $ 8,182
Options canceled ......................................................... (93) $ 12.38

Outstanding at December 27, 2014 .................................. 4,298 $ 7.29 $ 32,833
Vested and expected to vest as of December 27, 2014 .. 4,296 $ 32,814
Exercisable at December 27, 2014 ................................... 4,219 $ 7.28 $ 32,261
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Number of
Restricted

Stock Units

Weighted-Average
Grant Date
Fair Value
Per Share

Aggregate
Intrinsic

Value
Outstanding at December 31, 2011 .................................. 5,957 $ 8.77 $ 37,407

RSUs granted .............................................................. 3,620 $ 7.51
RSUs released ............................................................. (2,495) $ 9.07 $ 17,742
RSUs canceled ............................................................ (379) $ 8.27

Outstanding at December 29, 2012 .................................. 6,703 $ 8.01 $ 38,873
RSUs granted .............................................................. 3,602 $ 7.63
RSUs released ............................................................. (3,070) $ 8.26 $ 25,028
RSUs canceled ............................................................ (652) $ 7.63

Outstanding at December 28, 2013 .................................. 6,583 $ 7.72 $ 64,443
RSUs granted .............................................................. 2,705 $ 8.80
RSUs released ............................................................. (2,797) $ 7.84 $ 24,858
RSUs canceled ............................................................ (449) $ 7.85

Outstanding at December 27, 2014 .................................. 6,042 $ 8.14 $ 90,085
Expected to vest as of December 27, 2014 ...................... 5,850 $ 87,221

 

Number of
Performance
Stock Units

Weighted-Average
Grant Date

Fair Value Per Share

Aggregate
Intrinsic

Value
Outstanding at December 31, 2011 ............................. 2,595 $ 10.51 $ 16,304

PSUs granted .......................................................... 515 $ 7.85
PSUs released ........................................................ (883) $ 9.40 $ 5,448
PSUs canceled ....................................................... (859) $ 10.04

Outstanding at December 29, 2012 ............................. 1,368 $ 10.53 $ 7,933
PSUs granted .......................................................... 552 $ 6.63
PSUs released ........................................................ (684) $ 10.53 $ 4,284
PSUs canceled ....................................................... (515) $ 11.31

Outstanding at December 28, 2013 ............................. 721 $ 7.04 $ 7,054
PSUs granted .......................................................... 508 $ 8.34
PSUs released ........................................................ (255) $ 6.36 $ 2,097
PSUs canceled ....................................................... (98) $ 7.18

Outstanding at December 27, 2014 ............................. 876 $ 7.49 $ 13,067
Expected to vest as of December 27, 2014 ................. 663 $ 9,884

 The aggregate intrinsic value of unexercised options is calculated as the difference between the closing 
price of the Company’s common stock of $14.91 at December 26, 2014 and the exercise prices of the underlying 
stock options. The aggregate intrinsic value of the options which have been exercised  is calculated as the 
difference between the fair market value of the common stock at the date of exercise and the exercise price of 
the underlying stock options. The aggregate intrinsic value of unreleased RSUs and unreleased PSUs is 
calculated using the closing price of the Company's common stock of $14.91 at December 26, 2014. The 
aggregate intrinsic value of RSUs and PSUs released is calculated using the fair market value of the common 
stock at the date of release.
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The following table presents total stock-based compensation cost for instruments granted but not yet 
amortized, net of estimated forfeitures, of the Company’s equity compensation plans as of December 27, 2014. 
These costs are expected to be amortized on a straight-line basis over the following weighted-average periods 
(in thousands, except for weighted-average period): 

Unrecognized
Compensation
Expense, Net

Weighted-
Average Period

(in years)
Stock options ........................................................................................ $ 239 1.5
RSUs .................................................................................................... $ 28,287 2.3
PSUs .................................................................................................... $ 2,055 1.5

The following table summarizes information about options outstanding at December 27, 2014. 

 Options Outstanding
Vested and Exercisable

Options

Exercise Price
Number of

Shares

Weighted-
Average

Remaining
Contractual Life

Weighted-
Average
Exercise

Price
Number of

Shares

Weighted-
Average
Exercise

Price
 (In thousands) (In years)  (In thousands)  

$0.76 - $ 4.04 ............... 754 1.51 $ 2.06 754 $ 2.06
$6.30 - $ 7.25 ............... 536 5.29 $ 6.87 504 $ 6.88
$7.45 - $ 7.61 ............... 706 3.72 $ 7.54 704 $ 7.54
$7.68 - $ 8.19 ............... 1,069 3.91 $ 8.12 1,049 $ 8.13
$8.39 - $ 8.58 ............... 627 6.01 $ 8.57 627 $ 8.57
$8.85 - $ 22.36 ............. 606 3.91 $ 11.05 581 $ 11.14

4,298 3.94 $ 7.29 4,219 $ 7.28

Employee Stock Options

 In February 2012, the Compensation Committee of the Company’s board of directors shortened the 
maximum term of future option grants under the 2007 Plan from 10 years to 7 years. The weighted-average 
remaining contractual term of options outstanding and exercisable was 3.9 years as of December 27, 2014. Total 
fair value of stock options granted to employees and directors that vested during 2014, 2013 and 2012 was 
approximately $0.8 million, $3.2 million and $10.0 million, respectively, based on the grant date fair value.

 The estimated values of stock options, as well as assumptions used in calculating these values were 
based on estimates as follows (expense amounts in thousands): 

 Years Ended

Employee and Director Stock Options
December 27,

2014
December 28,

2013
December 29,

2012
Volatility ..................................................................... 52% N/A 65% - 68%
Risk-free interest rate ................................................. 1.3% N/A 0.7% - 1.0%
Expected life .............................................................. 4.3 years N/A 4.0 - 5.3 years
Estimated fair value ................................................... 3.85 N/A $3.75 - $3.76
Total stock-based compensation expense.................. $702 $2,792 $8,436

 

N/A       Not applicable because the Company did not grant any options to employees for the period presented.
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Employee Stock Purchase Plan

 The fair value of the ESPP shares was estimated at the date of grant using the following assumptions:

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
Volatility ..................................................................... 46% - 51% 46% - 49% 54% - 57%
Risk-free interest rate ................................................. 0.02% - 0.11% 0.10% - 0.14% 0.16% - 0.17%
Expected life .............................................................. 0.3 - 0.5 years 0.5 years 0.5 years
Estimated fair value ................................................... $2.05 - $2.57 $1.87 - $3.00 $1.73 - $2.63

The Company’s ESPP activity for the following periods was as follows (in thousands): 

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
Stock-based compensation expense ..................................... $ 3,760 $ 3,022 $ 3,586
Employee contributions ......................................................... $ 10,728 $ 8,559 $ 9,030
Shares purchased ................................................................. 1,438 1,656 1,653

Restricted Stock Units

 During 2014, 2013 and 2012, the Company granted RSUs to employees and members of the 
Company’s board of directors to receive an aggregate of 2.7 million, 3.6 million and 3.6 million shares of the 
Company’s common stock, respectively. The Company accounted for the fair value of the RSUs using the 
closing market price of the Company’s common stock on the date of grant. Amortization of stock-based 
compensation expense related to RSUs in 2014, 2013 and 2012 was approximately $21.6 million, $23.8 million 
and $27.9 million, respectively.

Performance Stock Units

 Pursuant to the 2007 Plan, during 2014, the Company granted 0.4 million shares of PSUs to certain of 
the Company's executive officers. The number of shares to be issued upon vesting of PSUs range from 0 to 1.5 
times the number of PSUs granted depending on the relative performance of the Company's common stock price 
compared to the IGN Index over the span of one, two and three years of total shareholder returns.

 The ranges of estimated values of the PSUs granted, as well as assumptions used in calculating these 
values were based on estimates as follows:

Year Ended
 December 27, 2014
Infinera Volatility ................................................................................................................ 49% - 50%
IGN Index Volatility ............................................................................................................ 25%
Risk-free interest rate ........................................................................................................ 0.66% - 0.71%
Correlation with IGN Index ................................................................................................. 0.60
Estimated fair value ........................................................................................................... $6.59 - $7.60

 Pursuant to the 2007 Plan, during 2014, the Company granted 0.1 million shares of PSUs to several 
employees. These PSUs will only vest upon the achievement of certain specific performance criteria and are 
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subject to each employee's continued service to the Company. If the specific performance metrics are not met 
within the time limits specified in the award agreements, the PSUs will be canceled.

 Pursuant to the 2007 Plan, during 2013, the Company granted 0.6 million shares of PSUs to certain of 
its executive officers. The number of shares to be issued upon vesting of PSUs range from 0 to 1.5 times the 
number of PSUs granted depending on the relative performance of the Company’s common stock price 
compared to the NASDAQ Telecom Composite Index over the span of one, two and three years of total 
shareholder returns. If the specific performance metrics are not met within the time limits specified in the award 
agreements, the PSUs will be cancelled. During 2014, the Company released 0.3 million shares of PSUs based 
on a payout of 1.5 times of the target number of PSUs.

 The ranges of estimated values of the PSUs granted, as well as assumptions used in calculating these 
values were based on estimates as follows:

Year Ended

 
December 28,

2013
Infinera Volatility ....................................................................................................................... 55%
NASDAQ Telecom Composite Index Volatility .......................................................................... 23%
Risk-free interest rate .............................................................................................................. 0.42%
Correlation with NASDAQ Telecom Composite Index .............................................................. 0.56
Estimated fair value ................................................................................................................. $6.27 - $7.06

Pursuant to the 2007 Plan, during 2012, the Company granted 0.5 million shares of PSUs to certain of 
its executive officers. These PSUs will only vest upon the achievement of certain specific revenue and operating 
profit criteria and are subject to each named executive officer’s continued service to the Company. If the financial 
performance metrics are not met within the time limits specified in the award agreements, the PSUs will be 
canceled. During 2014, the Company did not release any shares subject to these PSUs.

 During 2009, the Company granted PSUs primarily to members of the Company’s board of directors 
and executive officers. The number of shares to be issued upon vesting of PSUs range from 0.5 to 2.0 times the 
number of PSUs granted depending on the relative performance of the Company’s common stock price 
compared to the NASDAQ Composite Index over a three-year and four-year periods. If the specific performance 
metrics are not met within the time limits specified in the award agreements, the PSUs will be cancelled. During 
2013, the Company released 0.5 million shares of these PSUs based on a payout of 0.5 of the target number of 
PSUs. 

Amortization of stock-based compensation related to PSUs in 2014, 2013 and 2012 was approximately 
$2.2 million, $0.7 million and $3.3 million, respectively. Amortization of stock-based compensation in 2013 
included $2.1 million of expense offset by a $1.4 million decrease in fair value for one award classified as a 
liability award, in accordance with ASC 718.

Common Stock Warrants

 During 2013, warrants to purchase 92,592 shares of common stock were net exercised. The aggregate 
consideration for such exercises was approximately $0.5 million. As of December 27, 2014, there were no 
warrants of common stock outstanding.
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Stock-based Compensation Expense

 The following tables summarize the effects of stock-based compensation on the Company’s 
consolidated balance sheets and statements of operations for the periods presented (in thousands):
 

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
Stock-based compensation effects in inventory ....................... $ 3,088 $ 3,189 $ 4,891
Stock-based compensation effects in deferred inventory cost.. $ 13 $ 15 $ 42
Stock-based compensation effects in fixed assets ................... $ 119 $ 145 $ 146

Stock-based compensation effects in net income (loss)
before income taxes

Cost of revenue ....................................................................... $ 1,921 $ 1,871 $ 2,710
Research and development ..................................................... 8,927 10,900 13,306
Sales and marketing ................................................................ 7,477 7,624 10,450
General and administrative ...................................................... 6,383 5,956 9,529

24,708 26,351 35,995

Cost of revenue—amortization from balance sheet (1) .............. 3,686 5,625 5,824
Total stock-based compensation expense................................ $ 28,394 $ 31,976 $ 41,819

(1) Represents stock-based compensation expense deferred to inventory and deferred inventory costs in prior 
periods and recognized in the current period.

 
14. Income Taxes

 The following is a geographic breakdown of the provision for income taxes (in thousands):
 

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
Current:

Federal ........................................................................... $ — $ — $ (133)
State ............................................................................... 446 (135) 22
Foreign ........................................................................... 2,423 1,719 2,169

Total current ............................................................ $ 2,869 $ 1,584 $ 2,058
Deferred:

Federal ........................................................................... $ — $ — $ —
State ............................................................................... — — —
Foreign ........................................................................... (116) 70 132

Total deferred .......................................................... $ (116) $ 70 $ 132
Total provision ....................................................................... $ 2,753 $ 1,654 $ 2,190

 Income before provision for income taxes from international operations was $5.6 million, $5.8 million 
and $5.5 million for the years ended December 27, 2014, December 28, 2013 and December 29, 2012, 
respectively.
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 The provisions for income taxes differ from the amount computed by applying the statutory federal 
income tax rates as follows: 

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
Expected tax at federal statutory rate .................................... 35.0 % 35.0 % 35.0 %
State taxes, net of federal benefit .......................................... 1.8 % 0.3 % — %
Research credits .................................................................... (11.4)% 4.9 % — %
Stock-based compensation ................................................... 14.7 % (12.2)% (3.9)%
Change in valuation allowance .............................................. (25.3)% (34.2)% (33.5)%
Other ..................................................................................... 2.0 % 0.8 % (0.2)%

Effective tax rate ............................................................. 16.8 % (5.4)% (2.6)%

 The Company recognized income tax expense of $2.8 million on income before income taxes of $16.4 
million, $1.7 million on loss before income taxes of $30.5 million and $2.2 million on loss of $83.1 million in fiscal 
years 2014, 2013 and 2012, respectively. The resulting effective tax rates were 16.8%, (5.4)% and (2.6)% for 
2014, 2013 and 2012, respectively.  The 2014 effective tax rate differs from the expected statutory rate of 35% 
based upon the utilization of unbenefited U.S. loss carryforwards , offset by state income taxes and foreign taxes 
provided on foreign subsidiary earnings.  The 2013 and 2012 effective tax rates reflect unbenefited current U.S. 
losses and foreign taxes provided on our profitable foreign subsidiaries.  The increase in 2014 tax expense 
compared to 2013 tax expense relates primarily to higher state income taxes because of the  profitable position 
of the U.S. operations, additional tax reserves and an increase in taxable foreign profits. The decrease in 2013 
tax expense compared to 2012 tax expense relates primarily to the release of tax reserves due to the lapsing of 
the statute of limitations.
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Deferred income taxes reflect the net effects of temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. Significant 
components of the Company’s deferred tax assets are as follows (in thousands):

 Years Ended

 
December 27,

2014
December 28,

2013
Deferred tax assets:

Net operating losses .................................................................................. $ 107,601 $ 123,908
Research credits ........................................................................................ 37,435 33,647
Nondeductible accruals ............................................................................. 31,151 26,365
Inventory valuation .................................................................................... 19,625 13,540
Property, plant and equipment ................................................................... 1,387 1,453
Intangible assets ........................................................................................ 2,119 3,446
Stock-based compensation ....................................................................... 12,830 15,454

Total deferred tax assets .................................................................... $ 212,148 $ 217,813
Valuation allowance .......................................................................................... (199,698) (202,747)

Net deferred tax assets ...................................................................... $ 12,450 $ 15,066
Deferred tax liabilities:

Depreciation .............................................................................................. (203) (161)
Convertible senior notes ............................................................................ (12,167) (14,941)

Total deferred tax liabilities ................................................................. $ (12,370) $ (15,102)
Net deferred tax assets (liabilities) .................................................................... $ 80 $ (36)

 The realization of tax benefits of deferred tax assets is dependent upon future levels of taxable income, 
of an appropriate character, in the periods the items are scheduled to be deductible or taxable. Based on the 
available objective evidence, management believes it is more likely than not that the domestic net deferred tax 
assets will not be realizable. Accordingly, the Company has provided a full valuation allowance against its 
domestic deferred tax assets, net of deferred tax liabilities, as of December 27, 2014 and December 28, 2013. In 
determining future taxable income, the Company makes assumptions to forecast federal, state and international 
operating income, the reversal of taxable temporary differences, and the implementation of any feasible and 
prudent tax planning strategies. The assumptions require judgment regarding the forecasts of future taxable 
income and are consistent with the Company’s forecasts used to manage its business. The Company intends to 
maintain the remaining valuation allowance until sufficient positive evidence exists to support a reversal of, or 
decrease, in the valuation allowance.

 As of December 27, 2014, the Company has net operating loss carryforwards of approximately $309.1 
million for federal tax purposes and $278.7 million for state tax purposes. The carryforward balance reflects 
expected utilization of both federal and state net operating losses for the year ended December 27, 2014. 
Additionally, the Company has federal and California research and development credits available to reduce 
future income taxes payable of approximately $28.0 million and $29.3 million, respectively, as of December 27, 
2014. Infinera Canada Inc., an indirect wholly owned subsidiary, has Scientific Research and Experimental 
Development Expenditures ("SRED") credits available of $2.1 million to offset future Canadian income tax 
payable as of December 27, 2014. The federal research credits will begin to expire in the year 2021 if not utilized 
and the California research credits have no expiration date. Canadian SRED credits will begin to expire in the 
year 2030 if not fully utilized.

 The Company maintains net operating losses generated from excess tax benefits associated with the 
accumulated stock award attributes in a memo account, not included in the deferred tax balances. The additional 
tax benefit associated with these stock award attributes, of which the net operating loss amounts are included in 
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the carryforward amounts noted above is not recognized until the deduction reduces cash taxes payable. At 
December 27, 2014, the Company had unbenefited stock option deductions for federal and state tax purposes of 
$42.0 million and $37.8 million, respectively. When utilized, the estimated tax benefits of approximately $17.8 
million will result in a credit to stockholders’ equity.

 Under the Tax Reform Act of 1986, the amount of benefit from net operating loss and tax credit 
carryforwards may be impaired or limited in certain circumstances. Events which cause limitations in the amount 
of net operating losses that the Company may utilize in any one year include, but are not limited to, a cumulative 
ownership change of more than 50 percent as defined over a three-year testing period. As of December 27, 
2014, the Company had determined that while ownership changes had occurred in the past, the resulting 
limitations were not significant enough to impact the utilization of the tax attributes against its taxable profits 
earned to date.

 The Company’s policy with respect to its undistributed foreign subsidiaries’ earnings is to consider those 
earnings to be indefinitely reinvested and, accordingly, no related provision for U.S. federal and state income 
taxes has been provided. Upon distribution of those earnings in the form of dividends or otherwise, the Company 
may be subject to both U.S. income taxes (subject to an adjustment for foreign tax credits) and withholding taxes 
in the various foreign countries. At December 27, 2014, the undistributed earnings approximated $20.3 million. 
The future tax consequence of the remittance of these earnings is negligible because of the significant net 
operating loss carryforwards for U.S. and state purposes and full valuation allowance provided against such 
carryforwards.

 The aggregate changes in the balance of gross unrecognized tax benefits were as follows (in 
thousands): 

December 27,
2014

December 28,
2013

December 29,
2012

Beginning balance ................................................................. $ 15,148 $ 13,902 $ 13,066
Tax position related to current year ........................................

Additions ........................................................................ 1,990 1,676 1,437
Tax positions related to prior years ........................................

Additions ........................................................................ 140 32 75
Reductions ..................................................................... (76) (132) (580)
Lapses of statute of limitations ....................................... (224) (330) (96)

Ending balance ...................................................................... $ 16,978 $ 15,148 $ 13,902

 As of December 27, 2014, the cumulative unrecognized tax benefit was $17.0 million, of which $15.1 
million was netted against deferred tax assets, which would have otherwise been subjected with a full valuation 
allowance. Of the total unrecognized tax benefit as of December 27, 2014, approximately $1.8 million, if 
recognized, would impact the Company’s effective tax rate.

 As of December 27, 2014, December 28, 2013 and December 29, 2012, the Company had $0.4 million, 
$0.2 million and $0.2 million, respectively, of accrued interest or penalties related to unrecognized tax benefits, of 
which less than $0.2 million was included in the Company’s provision for income taxes in the year ended 
December 27, 2014, and less than $0.1 million was included in the Company’s provision for income taxes each 
for the years ended December 28, 2013 and December 29, 2012.
 

The Company’s policy is to include interest and penalties related to unrecognized tax benefits within the 
Company’s provision for income taxes.
 

The Company is potentially subject to examination by the Internal Revenue Service and the relevant 
state income taxing authorities under the statute of limitations for years 2002 and forward.
 



INFINERA CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

93

The Company has received assessments of tax resulting from a transfer pricing examinations in India 
for fiscal years ended March 31, 2008 through March 31, 2009. The Company is appealing the assessment and 
does not expect a significant adjustment to unrecognized tax benefits as a result of this inquiry. Fiscal years 
subsequent to March 2009 remain open to examination in India.
 
 The Company does not currently believe there to be a reasonable possibility of a significant change in 
total unrecognized tax benefits that would occur within the next 12 months and, as such, amounts are classified 
as other long-term liabilities on the accompanying consolidated balance sheets as of December 27, 2014.

15. Segment Information

 Operating segments are defined as components of an enterprise about which separate financial 
information is available that is evaluated regularly by the chief operating decision maker, or decision making 
group, in deciding how to allocate resources and in assessing performance. The Company’s chief operating 
decision maker is the Company’s Chief Executive Officer ("CEO"). The Company’s CEO reviews financial 
information presented on a consolidated basis, accompanied by information about revenue by geographic region 
for purposes of allocating resources and evaluating financial performance. The Company has one business 
activity. Accordingly, the Company is considered to be in a single reporting segment and operating unit structure.

 Revenue by geographic region is based on the shipping address of the customer. The following tables 
set forth revenue and long-lived assets by geographic region (in thousands):

Revenue 

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
Americas:

United States .................................................................. $ 476,172 $ 345,734 $ 296,849
Other Americas ............................................................... 34,379 10,377 11,811

$ 510,551 $ 356,111 $ 308,660
Europe, Middle East and Africa .............................................. 132,271 150,912 116,663
Asia Pacific ............................................................................ 25,257 37,099 13,114

Total revenue .................................................................. $ 668,079 $ 544,122 $ 438,437

Property, plant and equipment, net 

December 27,
2014

December 28,
2013

United States .................................................................................................... $ 79,025 $ 76,850
Other Americas ................................................................................................. 196 319
Asia Pacific ....................................................................................................... 1,477 1,451
Europe, Middle East and Africa ......................................................................... 868 1,048
Total property, plant and equipment, net ........................................................... $ 81,566 $ 79,668

16. Employee Benefit Plan

 The Company has established a savings plan under Section 401(k) of the Internal Revenue Code (the 
“Plan”). As allowed under Section 401(k) of the Internal Revenue Code, the Plan provides tax-deferred salary 
contributions for eligible U.S. employees. Employee contributions are limited to a maximum annual amount as 
set periodically by the Internal Revenue Code. Expenses related to the Company’s 401(k) plan were insignificant 
for 2014, 2013 and 2012.
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17. Financial Information by Quarter (Unaudited)

 The following table sets forth the Company’s unaudited quarterly consolidated statements of operations 
data for 2014 and 2013. The data has been prepared on the same basis as the audited consolidated financial 
statements and related notes included in this report. The table includes all necessary adjustments, consisting 
only of normal recurring adjustments that the Company considers necessary for a fair presentation of this data.

 For the Three Months Ended (Unaudited)
  2014  2013
 Dec. 27 Sep. 27 Jun. 28 Mar. 29 Dec. 28 Sep. 28 Jun. 29 Mar. 30
   (In thousands, except per share data)   
Revenue:

Product ............................ $158,492 $147,178 $142,364 $124,242 $115,102 $121,332 $120,647 $108,343
Services ........................... 27,814 26,381 23,035 18,573 23,990 20,688 17,738 16,282
Total revenue................... 186,306 173,559 165,399 142,815 139,092 142,020 138,385 124,625

Cost of revenue:

Cost of product ................ 89,809 86,703 85,906 78,438 73,385 66,685 80,198 75,447
Cost of services ............... 12,154 11,554 9,240 5,971 9,795 6,964 6,533 6,476

Total cost of revenue............. 101,963 98,257 95,146 84,409 83,180 73,649 86,731 81,923
Gross profit ........................... 84,343 75,302 70,253 58,406 55,912 68,371 51,654 42,702
Operating expenses .............. 71,477 67,822 62,201 59,462 62,993 61,926 60,262 57,644
Income (loss) from
operations ............................. 12,866 7,480 8,052 (1,056) (7,081) 6,445 (8,608) (14,942)
Other income (expense), net. (2,773) (2,432) (2,655) (3,070) (2,683) (2,790) (800) (6)
Income (loss) before income
taxes ..................................... 10,093 5,048 5,397 (4,126) (9,764) 3,655 (9,408) (14,948)
Provision for income taxes .... 1,683 205 617 248 414 308 601 331
Net income (loss) .................. $ 8,410 $ 4,843 $ 4,780 $ (4,374) $ (10,178) $ 3,347 $ (10,009) $ (15,279)
Net income (loss) per
common share ......................

Basic ................................ $ 0.07 $ 0.04 $ 0.04 $ (0.04) $ (0.08) $ 0.03 $ (0.09) $ (0.13)
Diluted ............................. $ 0.06 $ 0.04 $ 0.04 $ (0.04) $ (0.08) $ 0.03 $ (0.09) $ (0.13)

The Company operates and reports financial results on a fiscal year of 52 or 53 weeks ending on the 
last Saturday of December in each year. Accordingly, fiscal years 2014 and 2013 were 52-week years that ended 
on December 27, 2014 and December 28, 2013, respectively. The quarters for fiscal years 2014 and 2013 were 
13-week quarters. 
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND 
FINANCIAL DISCLOSURE

 None.

ITEM 9A. CONTROLS AND PROCEDURES

 Attached as exhibits to this Form 10-K are certifications of our Chief Executive Officer (“CEO”) and 
Chief Financial Officer (“CFO”), which are required in accordance with Rule 13a-14 of the Exchange Act. This 
“Controls and Procedures” section includes information concerning the internal controls and controls evaluation 
referred to in the certifications.

Evaluation of Disclosure Controls and Procedures

 An evaluation was performed by our management, with the participation of our CEO and our CFO, of 
the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d -15(e) under 
the Exchange Act). Disclosure controls and procedures are designed to ensure that information required to be 
disclosed in our reports filed or submitted under the Exchange Act is recorded, processed, summarized and 
reported within the time periods specified in the SEC’s rules and forms and that such information is accumulated 
and communicated to management, including our CEO and CFO, as appropriate, to allow timely decisions 
regarding required disclosure.  Based on this evaluation, our CEO and CFO concluded that, as of December 27, 
2014, our disclosure controls and procedures were effective.

Inherent Limitations Over Internal Controls

 Our management, including the CEO and CFO, does not expect that our disclosure controls or our 
internal controls over financial reporting will prevent or detect all errors and all fraud. A control system, no matter 
how well designed and operated, can provide only reasonable, not absolute, assurance that the control system’s 
objectives will be met. The design of a control system must reflect the fact that there are resource constraints, 
and the benefits of controls must be considered relative to their costs. Further, because of the inherent limitations 
in all control systems, no evaluation of controls can provide absolute assurance that misstatements due to error 
or fraud will not occur or that all control issues and instances of fraud, if any, have been detected. The design of 
any system of controls is based in part on certain assumptions about the likelihood of future events, and there 
can be no assurance that any design will succeed in achieving its stated goals under all potential future 
conditions. Projections of any evaluation of the effectiveness of controls to future periods are subject to risks. 
Over time, controls may become inadequate because of changes in business conditions or deterioration in the 
degree of compliance with policies or procedures. 

Management’s Annual Report on Internal Control Over Financial Reporting

 Our management, with the participation of our CEO and CFO, is responsible for establishing and 
maintaining adequate internal control over financial reporting (as defined in Rules 13a-15(f) and 15d-15(f) under 
the Exchange Act) to provide reasonable assurance regarding the reliability of our financial reporting and the 
preparation of financial statements for external purposes in accordance with U.S. GAAP.

 Management assessed the effectiveness of our internal control over financial reporting as of 
December 27, 2014, the end of our fiscal year. Management based its assessment on the framework established 
in the 2013 Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission (“2013 COSO framework”). Management’s assessment included evaluation of elements 
such as the design and operating effectiveness of key financial reporting controls, process documentation, 
accounting policies, and our overall control environment. This assessment is supported by testing and monitoring 
performed by our internal audit and finance personnel utilizing the 2013 COSO framework.

 Based on our assessment, management has concluded that our internal control over financial reporting 
was effective as of December 27, 2014, the end of our fiscal year, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external reporting purposes in 
accordance with U.S. generally accepted accounting principles.

 Our independent registered public accounting firm, Ernst & Young LLP, has issued an audit report on 
our internal control over financial reporting, which appears in Part II, Item 8 of this Annual Report on Form 10-K.
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Changes in Internal Control over Financial Reporting

 There were no changes in our internal control over financial reporting during the most recently 
completed fiscal year ended December 27, 2014 (as defined in Rules 13a-15(f) and 15d-15(f) under the 
Exchange Act) that have materially affected, or are reasonably likely to materially affect, our internal control over 
financial reporting.

ITEM 9B. OTHER INFORMATION

 None.
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PART III
 
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

 Information responsive to this item is incorporated herein by reference to our definitive proxy statement 
with respect to our 2015 Annual Meeting of Stockholders to be filed with the SEC within 120 days after the end of 
the fiscal year covered by this Annual Report on Form 10-K. This includes information regarding our directors, 
compliance with Section 16(a) of the Exchange Act, procedures by which our stockholders may recommend 
nominees to our board of directors and the Audit Committee. For information pertaining to our executive offers, 
refer to the section entitled “Executive Officers of the Company” in Part 1, Item 1 of this Annual Report on Form 
10-K.

 As part of our system of corporate governance, our board of directors has adopted a code of business 
conduct and ethics. The code applies to all of our employees, officers (including our principal executive officer, 
principal financial officer, principal accounting officer or controller, or persons performing similar functions), 
agents and representatives, including our independent directors and consultants, who are not employees of 
Infinera, with regard to their Infinera-related activities. The full text of our code of business conduct and ethics is 
posted on our web site at http://www.infinera.com. We intend to disclose future amendments to certain provisions 
of our code of business conduct and ethics, or waivers of such provisions, applicable to any principal executive 
officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions 
or our directors on our web site identified above. The inclusion of our web site address in this report does not 
include or incorporate by reference the information on our web site into this report.

 
ITEM 11. EXECUTIVE COMPENSATION

 Information responsive to this item is incorporated herein by reference to our definitive proxy statement 
with respect to our 2015 Annual Meeting of Stockholders to be filed with the SEC within 120 days after the end of 
the fiscal year covered by this Annual Report on Form 10-K.

 
ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND 

RELATED STOCKHOLDER MATTERS

 Information responsive to this item is incorporated herein by reference to our definitive proxy statement 
with respect to our 2015 Annual Meeting of Stockholders to be filed with the SEC within 120 days after the end of 
the fiscal year covered by this Annual Report on Form 10-K.

 
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR 

INDEPENDENCE

 Information responsive to this item is incorporated herein by reference to our definitive proxy statement 
with respect to our 2015 Annual Meeting of Stockholders to be filed with the SEC within 120 days after the end of 
the fiscal year covered by this Annual Report on Form 10-K.
 
ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

 Information responsive to this item is incorporated herein by reference to our definitive proxy statement 
with respect to our 2015 Annual Meeting of Stockholders to be filed with the SEC within 120 days after the end of 
the fiscal year covered by this Annual Report on Form 10-K.
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PART IV
 
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

 (a)(1) Consolidated Financial Statements

 This Annual Report on Form 10-K contains the following financial statements which appear under Part 
II, Item 8 of this Form 10-K on the pages noted below: 

 Page
Reports of Ernst & Young LLP, Independent Registered Public Accounting Firm.....................................
Consolidated Balance Sheets .................................................................................................................
Consolidated Statements of Operations ..................................................................................................
Consolidated Statement of Comprehensive Income (Loss) .....................................................................
Consolidated Statements of Stockholders’ Equity ...................................................................................
Consolidated Statements of Cash Flows .................................................................................................
Notes to Consolidated Financial Statements ...........................................................................................

 (a)(2) Financial Statement Schedule

Schedule II: Valuation and Qualifying Accounts

 Years Ended

 
December 27,

2014
December 28,

2013
December 29,

2012
 (In thousands)
Deferred tax asset, valuation allowance
Beginning balance ................................................................. $ 202,747 $ 213,449 $ 188,351
Additions ............................................................................... 17,276 5,706 25,098
Reductions ............................................................................ (20,325) (16,408) —
Ending balance ...................................................................... $ 199,698 $ 202,747 $ 213,449
Allowance for doubtful accounts
Beginning balance ................................................................. $ 43 $ 94 $ —
Additions ............................................................................... 18 56 94
Reductions ............................................................................ (23) (107) —
Ending balance ...................................................................... $ 38 $ 43 $ 94
Provision for other receivables
Beginning balance ................................................................. $ — $ — $ 563
Additions ............................................................................... — — —
Reductions ............................................................................ — — (563)
Ending balance ...................................................................... $ — $ — $ —

 Schedules not listed above have been omitted because the information required to be set forth therein 
is not applicable or is shown in the consolidated financial statements or notes thereto.

 (a)(3) Exhibits.

 See Index to Exhibits. The Exhibits listed in the accompanying Index to Exhibits are filed or incorporated 
by reference as part of this Annual Report on Form 10-K.
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INDEX TO EXHIBITS

Exhibit No.  Description
3.1

 

Amended and Restated Certificate of Incorporation, incorporated herein by reference to Exhibit
3.1 of the Registrant’s Current Report on Form 8-K (No. 001-33486), filed with the SEC on
June 12, 2007.

3.2

 

Amended and Restated Bylaws, incorporated herein by reference to Exhibit 3.1 of the
Registrant’s Current Report on Form 8-K (No. 001-33486), filed with the SEC on February 17,
2009.

4.1
 

Form of Common Stock Certificate, incorporated herein by reference to Exhibit 4.1 of the
Registrant’s Form S-1/A (No. 333-140876), filed with the SEC on April 27, 2007.

4.2 Indenture dated May 30, 2013, between the Registrant and U.S. Bank National Association, as
trustee, incorporated herein by reference to Exhibit 4.1 of the Registrant’s Current Report on
Form 8-K (No. 001-33486), filed with the SEC on May 30, 2013.

10.1*

 

Form of Indemnification Agreement between Registrant and each of its directors and executive
officers, incorporated herein by reference to Exhibit 10.1 of the Registrant’s Form S-1
(No. 333-140876), filed with the SEC on February 26, 2007.

10.2*

 

2000 Stock Plan, as amended, and forms of stock option agreements thereunder, incorporated
herein by reference to Exhibit 10.2 of the Registrant’s Form S-1 (No. 333-140876), filed with the
SEC on February 26, 2007.

10.3*  2007 Equity Incentive Plan.
10.4*

 

Infinera Corporation 2007 Employee Stock Purchase Plan, incorporated herein by reference to
Exhibit 10.1 of the Registrant's Current Report on Form 8-K (no. 001-33486), filed with the SEC
on May 20, 2014.

10.5* Form of 2007 Employee Stock Purchase Plan Subscription Agreement, incorporated herein by
reference to Exhibit 10.2 of the Registrant's Current Report on Form 8-K (no. 001-33486), filed
with the SEC on May 20, 2014.

10.6*
 

Bonus Plan, incorporated by reference herein to Exhibit 10.1 of the Registrant’s Current Report
on 8-K (No. 001-33486), filed with the SEC on February 14, 2011.

10.7*
 

Form of Section 16 Officer Restricted Stock Unit Agreement under the 2007 Equity Incentive
Plan.

10.8*  Form of Section 16 Officer Performance Share Agreement under the 2007 Equity Incentive Plan.
10.9* Form of Director Restricted Stock Unit Agreement under the 2007 Equity Incentive Plan.
10.10*

 

Form of Stock Option Agreement under the 2007 Equity Incentive Plan, incorporated herein by
reference to Exhibit 10.1 of the Registrant’s Quarterly Report on Form 10-Q (No. 001-33486),
filed with the SEC on May 5, 2010.

10.11*

 

Form of CEO Amended and Restated Change of Control Severance Agreement, incorporated
herein by reference to Exhibit 10.10 of the Registrant’s Annual Report on Form 10-K
(No. 001-33486), filed with the SEC on March 5, 2013.

10.12*

 

Form of Section 16 Officer Amended and Restated Change of Control Severance Agreement,
incorporated herein by reference to Exhibit 10.11 of the Registrant’s Annual Report on Form 10-K
(No. 001-33486), filed with the SEC on March 5, 2013.

10.13* Executive Clawback Policy, incorporated herein by reference to Exhibit 10.2 of the Registrant’s
Current Report on Form 8-K (No. 001-33486), filed with the SEC on January 17, 2013.

10.14 Separation Agreement and General Release of All Claims between Ronald D. Martin and the
Registrant dated January 15, 2013, incorporated herein by reference to Exhibit 10.1 of the
Registrant’s Current Report on Form 8-K (No. 001-33486), filed with the SEC on January 17,
2013.

10.15 Consulting Agreement dated April 10, 2013, between the Registrant and Michael O. McCarthy III,
incorporated herein by reference to Exhibit 10.1 of the Registrant’s Current Report on Form 8-K
(No. 001-33486), filed with the SEC on April 11, 2013.

10.16 Purchase Agreement dated May 23, 2013, between the Registrant and Morgan Stanley and Co.
LLC and Goldman, Sachs & Co., as representatives of the initial purchasers, incorporated herein
by reference to Exhibit 10.1 of the Registrant’s Current Report on Form 8-K (No. 001-33486),
filed with the SEC on May 24, 2013.
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Exhibit No. Description

10.17 Consulting Agreement between Ita Brennan and the Company dated February 28, 2014,
Incorporated herein by reference to Exhibit 10.1 of the Registrant’s Current Report on Form 8-K
(No. 001-33486), filed with the SEC on March 3, 2014.

10.18 Separation Agreement and General Release of All Claims between Alastair A. Short and the
Company, incorporated herein by reference to Exhibit 10.1 of the Registrant’s Current Report on
Form 8-K (No. 001-33486), filed with the SEC on July 17, 2014.

10.19* Executive Severance Policy.
21.1  Subsidiaries.
23.1  Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm.
31.1

 

Certification of Chief Executive Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the
Securities Exchange Act of 1934, as amended, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

31.2

 

Certification of Chief Financial Officer pursuant to Rule 13a-14(a) and Rule 15d-14(a) of the
Securities Exchange Act of 1934, as amended, as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002.

32.1**
 

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.

32.2**
 

Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002.

101.INS  XBRL Instance Document
101.SCH  XBRL Taxonomy Extension Schema Document
101.CAL  XBRL Taxonomy Extension Calculation Linkbase Document
101.DEF  XBRL Taxonomy Extension Definition Linkbase Document
101.LAB  XBRL Taxonomy Extension Label Linkbase Document
101.PRE  XBRL Taxonomy Extension Presentation Linkbase Document

* Management contracts or compensation plans or arrangements in which directors or executive officers 
are eligible to participate.

** This exhibit shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 
1934 or otherwise subject to the liabilities of that section, nor shall it be deemed incorporated by 
reference in any filings under the Securities Act of 1933 or the Securities Act of 1934, whether made 
before or after the date hereof and irrespective of any general incorporation language in any filings.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 

Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

Dated: February 18, 2015 

Infinera Corporation

By: /s/  BRAD FELLER
Brad Feller

Chief Financial Officer
Principal Financial and Accounting Officer

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below 
constitutes and appoints Thomas J. Fallon and Brad Feller, and each of them individually, his or her attorneys-in-
fact, each with the power of substitution, for him or her in any and all capacities, to sign any amendments to this 
Annual Report on Form 10-K, and to file the same, with exhibits thereto and other documents in connection 
therewith, with the Securities and Exchange Commission, hereby ratifying and confirming all that each of said 
attorneys-in-fact, or his substitute or substitutes, may do or cause to be done by virtue hereof. 

 Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below 
by the following persons on behalf of the Registrant and in the capacities and on the dates indicated.

Name and Signature Title Date

/s/    THOMAS J. FALLON        Chief Executive Officer and Director
and Principal Executive Officer February 18, 2015

Thomas J. Fallon

/s/    BRAD FELLER
Chief Financial Officer, Principal

Financial and
Accounting Officer

February 18, 2015
Brad Feller

/s/    DAVID F. WELCH, PH.D.        Co-founder, President and Director February 18, 2015
David F. Welch, Ph.D.

/s/    KAMBIZ Y. HOOSHMAND Chairman of the Board February 18, 2015
Kambiz Y. Hooshmand

/s/    JAMES DOLCE Director February 18, 2015
James Dolce

/s/    MARCEL GANI Director February 18, 2015
Marcel Gani

/s/    PAUL J. MILBURY Director February 18, 2015
Paul J. Milbury

/s/    CARL REDFIELD Director February 18, 2015
Carl Redfield

/s/    MARK A. WEGLEITNER Director February 18, 2015
Mark A. Wegleitner



[THIS PAGE INTENTIONALLY LEFT BLANK]



EXHIBIT 31.1
CERTIFICATION PURSUANT TO RULE 13a-14(a) OR 15d-14(a) OF THE SECURITIES EXCHANGE

ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002

I, Thomas J. Fallon, certify that:

1. I have reviewed this Annual Report on Form 10-K of Infinera Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under 
which such statements were made, not misleading with respect to the period covered by this report;

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

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and 
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 
for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls 
and procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control 
over financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and 
presented in this report our conclusions about the effectiveness of the disclosure controls and 
procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial 
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal 
quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially 
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of 
internal control over financial reporting which are reasonably likely to adversely affect the registrant’s 
ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who 
have a significant role in the registrant’s internal control over financial reporting.

Dated: February 18, 2015 
 

By: /s/    THOMAS J. FALLON        

 

Thomas J. Fallon
Chief Executive Officer

(Principal Executive Officer)



EXHIBIT 31.2

CERTIFICATION PURSUANT TO RULE 13a-14(a) OR 15d-14(a) OF THE SECURITIES EXCHANGE
ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302 OF

THE SARBANES-OXLEY ACT OF 2002

I, Brad Feller, certify that:

1. I have reviewed this Annual Report on Form 10-K of Infinera Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under 
which such statements were made, not misleading with respect to the period covered by this report;

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

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and 
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 
for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls 
and procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control 
over financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and 
presented in this report our conclusions about the effectiveness of the disclosure controls and 
procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial 
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal 
quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially 
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of 
internal control over financial reporting which are reasonably likely to adversely affect the registrant’s 
ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who 
have a significant role in the registrant’s internal control over financial reporting.

Dated: February 18, 2015 
 

By: /s/  BRAD FELLER

 

Brad Feller
Chief Financial Officer

(Principal Financial and Accounting Officer)



EXHIBIT 32.1

INFINERA CORPORATION
Written Statement of Chief Executive Officer

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

 I, Thomas J. Fallon, certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of 
the Sarbanes-Oxley Act of 2002, as amended, that, to my knowledge on the date hereof:

(a) the Annual Report on Form 10-K of Infinera Corporation for the year ended December 27, 
2014 (the “Annual Report”) fully complies with the requirements of Section 13(a) or 15(d) of the 
Securities Exchange Act of 1934; and

(b) the information contained in the Annual Report on Form 10-K fairly presents, in all material 
respects, the financial condition and results of operations of Infinera Corporation.

Date: February 18, 2015 
 

/s/    THOMAS J. FALLON        
Thomas J. Fallon

Chief Executive Officer
(Principal Executive Officer)

 A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 
has been provided to Infinera Corporation and will be retained by Infinera Corporation and furnished to the 
Securities and Exchange Commission or its staff upon request.

 This certification “accompanies” the Annual Report on Form 10-K to which it relates, is not deemed filed 
with the Securities and Exchange Commission and is not to be incorporated by reference into any filing of the 
Company under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended 
(whether made before or after the date of the Annual Report on Form 10-K), irrespective of any general 
incorporation language contained in such filing.



EXHIBIT 32.2

INFINERA CORPORATION
Written Statement of Chief Financial Officer

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

 I, Brad Feller, certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the 
Sarbanes-Oxley Act of 2002, as amended, that, to my knowledge on the date hereof:

(a) that the Annual Report on Form 10-K of Infinera Corporation for the year ended December 27, 
2014 (the “Annual Report”) fully complies with the requirements of Section 13(a) or 15(d) of the 
Securities Exchange Act of 1934; and

(b) the information contained in the Annual Report on Form 10-K fairly presents, in all material 
respects, the financial condition and results of operations of Infinera Corporation.

Date: February 18, 2015 
 

/s/  BRAD FELLER
Brad Feller

Chief Financial Officer
(Principal Financial and Accounting Officer)

 A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 
has been provided to Infinera Corporation and will be retained by Infinera Corporation and furnished to the 
Securities and Exchange Commission or its staff upon request.

 This certification “accompanies” the Annual Report on Form 10-K to which it relates, is not deemed filed 
with the Securities and Exchange Commission and is not to be incorporated by reference into any filing of the 
Company under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended 
(whether made before or after the date of the Annual Report on Form 10-K), irrespective of any general 
incorporation language contained in such filing.






	NP  TABLE OF CONTENTS
	PROXY STATEMENT SUMMARY
	2015 Annual Meeting of Stockholders
	Meeting Agenda and Voting Matters
	Board Nominees
	Board and Governance Highlights
	Business Highlights
	Executive Compensation Program Highlights

	QUESTIONS AND ANSWERS ABOUT THE PROXY MATERIALS AND VOTING PROCEDURAL MATTERS
	Annual Meeting
	Stock Ownership
	Quorum and Voting
	Additional Information

	PROPOSAL 1—ELECTION OF DIRECTORS
	General
	Director Qualifications
	Information Regarding Nominees and Continuing Directors

	CORPORATE GOVERNANCE AND THE BOARD OF DIRECTORS
	Independence of the Board
	Stockholder Communications with the Board
	Board Leadership Structure
	Board Oversight of Risk
	Code of Business Conduct and Ethics
	Corporate Governance Guidelines
	Stock Ownership Policy
	Information Regarding the Board and its Committees
	Compensation Committee Interlocks and Insider Participation

	COMPENSATION OF DIRECTORS
	Director Fees
	Director Equity Awards
	Fiscal 2014 Director Compensation
	Additional Information with Respect to Director Equity Awards

	PROPOSAL 2—RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
	Independent Registered Public Accounting Firm's Fees
	Pre-Approval Policies and Procedures

	REPORT OF THE AUDIT COMMITTEE
	SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
	COMPENSATION DISCUSSION AND ANALYSIS
	Executive Summary
	Overview of our Executive Compensation Program Philosophy and Process
	Fiscal 2014 Compensation
	Additional Information Regarding Our Compensation Practices
	Compensation Committee Report

	EXECUTIVE COMPENSATION TABLES
	Fiscal 2014 Summary Compensation Table
	Fiscal 2014 Grants of Plan Based Awards Table
	Fiscal 2014 Outstanding Equity Awards at Fiscal Year-End Table
	Fiscal 2014 Option Exercises and Stock Vested Table
	Estimated Payments and Benefits upon Termination, Change of Control or Death/Disability
	Fiscal 2014 Estimated Payments and Benefits Table

	RISK ASSESSMENT OF COMPENSATION PRACTICES
	PROPOSAL 3—ADVISORY APPROVAL OF NAMED EXECUTIVE OFFICER COMPENSATION
	CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS
	SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE
	EQUITY COMPENSATION PLAN INFORMATION
	STOCKHOLDER PROPOSALS FOR 2016 ANNUAL MEETING
	DELIVERY OF DOCUMENTS TO STOCKHOLDERS SHARING THE SAME LAST NAME AND ADDRESS
	OTHER MATTERS

	10-K 
TABLE OF CONTENTS 
	ITEM 1. BUSINESS
	ITEM 1A. RISK FACTORS
	ITEM 1B. UNRESOLVED STAFF COMMENTS
	ITEM 2. PROPERTIES
	ITEM 3. LEGAL PROCEEDINGS
	ITEM 4. MINE SAFETY DISCLOSURES
	ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERSAND ISSUER PURCHASES OF EQUITY SECURITIES
	ITEM 6. SELECTED FINANCIAL DATA
	ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION ANDRESULTS OF OPERATIONS
	ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
	ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
	Report of Ernst & Young LLP, Independent Registered Public Accounting Firm
	CONSOLIDATED BALANCE SHEETS
	CONSOLIDATED STATEMENTS OF OPERATIONS
	CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
	CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
	CONSOLIDATED STATEMENTS OF CASH FLOWS
	NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

	ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING ANDFINANCIAL DISCLOSURE
	ITEM 9A. CONTROLS AND PROCEDURES
	ITEM 9B. OTHER INFORMATION
	ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE
	ITEM 11. EXECUTIVE COMPENSATION
	ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT ANDRELATED STOCKHOLDER MATTERS
	ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTORINDEPENDENCE
	ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES
	ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings false
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 100
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.00000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 100
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.00000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 150
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 2.00000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (RRD Low Resolution \(Letter Page Size\))
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


