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Securities registered pursuant to Section 12(b) of the Act:
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Securities registered pursuant to section 12(g) of the Act:

(Title of class)

(Title of class)

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. ~ Yes x No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. ~ Yes x No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the
preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days. x Yes ~ No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be
submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files). ~ Yes ~ No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form 10-K or any
amendment to this Form 10-K. ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See the
definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer Accelerated filer

Non-accelerated filer ~ x (Do not check if a smaller reporting company) Smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). ~ Yes x No

The aggregate market value of the Common Stock held by nonaffiliates of the registrant based upon the closing sale price on the New York Stock Exchange on
June 26, 2010, was approximately $313,391,293. Shares held by each executive officer, director and by each person who owns 10 percent or more of the
outstanding Common Stock have been excluded in that such persons may be deemed to be affiliates. This determination of affiliate status is not necessarily a
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conclusive determination for other purposes.
As of February 22, 2011, the number of shares of the registrant s common stock outstanding was 38,782,111.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant s definitive proxy statement for its 2011 annual meeting of stockholders are incorporated by reference in Items 10, 11, 12, 13 and 14 of
Part II1.
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SPECIAL NOTE REGARDING FORWARD LOOKING STATEMENTS

This report includes forward-looking statements that involve substantial risks and uncertainties. All statements other than statements of historical

facts contained in this report, including statements regarding Calix s future financial position, business strategy and plans and objectives of

management for future operations, are forward-looking statements. In some cases, you can identify forward-looking statements by terminology

such as believe, may, estimate, continue, anticipate, intend, should, plan, expect, predict, potential, or the negative of these
expressions. Forward-looking statements include, without limitation, Calix s expectations concerning the outlook for its business, productivity,

plans and goals for future operational improvements and capital investments, operational performance, future market conditions or economic

performance and developments in the capital and credit markets and expected future financial performance.

Forward-looking statements involve a number of risks, uncertainties and assumptions, and actual results or events may differ materially from
those projected or implied in those statements. Important factors that could cause such differences include, but are not limited to:

our ability to predict our revenue and plan our expenses appropriately;

the capital spending patterns of communications service providers, or CSPs, and any decrease or delay in capital spending by CSPs
due to economic, regulatory or other reasons;

the impact of government-sponsored programs on our customers;

intense competition;

our ability to develop new products or enhancements that support technological advances and meet changing CSP requirements;

our ability to achieve market acceptance of our products and CSPs willingness to deploy our new products;

the concentration of our customer base;

the length and unpredictability of our sales cycles;

our focus on CSPs with limited revenue potential;

our lack of long-term, committed-volume purchase contracts with our customers;

our ability to increase our sales to larger North American as well as international CSPs;

our exposure to the credit risks of our customers;
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fluctuations in our gross margin;

the interoperability of our products with CSP networks;

our dependence on sole and limited source suppliers;

our ability to manage our relationships with our contract manufacturers;

our ability to forecast our manufacturing requirements and manage our inventory;

our products compliance with industry standards;

our ability to expand our international operations;

the ability to address and resolve risks related to acquisitions

our ability to protect our intellectual property and the cost of doing so;

the quality of our products, including any undetected hardware errors or bugs in our software;
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our ability to estimate future warranty obligations due to product failure rates;

our ability to obtain necessary third-party technology licenses;

any obligation to issue performance bonds to satisfy requirements under RUS contracts;

the attraction and retention of qualified employees and key personnel; and

our ability to maintain proper and effective internal controls.
Calix cautions you against placing undue reliance on forward-looking statements, which reflect our current beliefs and are based on information
currently available to us as of the date a forward-looking statement is made. Forward-looking statements set forth herein speak only as of the
date of this report of Form 10-K. We undertake no obligation to revise forward-looking statements to reflect future events, changes in
circumstances, or changes in beliefs. In the event that we do update any forward-looking statements, no inference should be made that we will
make additional updates with respect to that statement, related matters, or any other forward-looking statements.
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PART I

Item 1. Business.
Overview

Calix (together with its subsidiaries, Calix, the Company, our, we, or us ) was incorporated in August 1999, and is a Delaware Corporation. \

are a leading provider in North America of broadband communications access systems and software for fiber- and copper-based network
architectures that enable communications service providers, or CSPs, to connect to their residential and business subscribers. We enable CSPs to
provide a wide range of revenue-generating services, from basic voice and data to advanced broadband services, over legacy and next-generation
access networks. We focus solely on CSP access networks, the portion of the network which governs available bandwidth and determines the
range and quality of services that can be offered to subscribers. We develop and sell carrier-class hardware and software products, which we
referred to as the Unified Access portfolio, that are designed to enhance and transform CSP access networks to meet the changing demands of
subscribers rapidly and cost-effectively.

Our Unified Access portfolio consists of two core platforms, the C7 multiservice, multiprotocol access platform, or C-Series platform, and the
E-Series Ethernet service access platforms and nodes, or E-Series platforms and nodes, along with complementary P-Series optical network
terminals, or ONTs, and the Calix Management System, or CMS, network management software. Our broad and comprehensive portfolio serves
the CSP network from the central office to the subscriber premises and enables CSPs to deliver both basic voice and data and advanced
broadband services over legacy and next-generation access networks. These packet-based platforms enable CSPs to rapidly introduce new
revenue-generating services, while minimizing the capital and operational costs of CSP networks. The Unified Access portfolio allows CSPs to
evolve their networks and service delivery capabilities at a pace that balances their financial, competitive and technology needs.

We believe that the rapid growth of Internet and data traffic, introduction of bandwidth-intensive advanced broadband services, such as
high-speed Internet, Internet protocol television, or IPTV, mobile broadband, high-definition video and online gaming, and the increasingly
competitive market for residential and business subscribers are driving CSPs to invest in and upgrade their access networks. We also believe that
CSPs will gradually transform their access networks to deliver these advanced broadband services over fiber-based networks, thereby preparing
networks for continued bandwidth growth, the introduction of new services and more cost-effective operations. During this time, CSPs will
increasingly deploy new fiber-based network infrastructure to enable this transition while continuing to support basic voice and data services
over legacy networks. Our portfolio is designed to enable this evolution of the access network efficiently and flexibly.

We market our access systems and software to CSPs in North America, the Caribbean and Latin America through our direct sales force. As of
December 31, 2010, we have shipped over eight million ports of our Unified Access portfolio to more than 600 North American and
international customers, whose networks serve over 40 million subscriber lines in total. Our customers include 14 of the 20 largest U.S.
Incumbent Local Exchange Carriers, or ILECs. In addition, we have over 275 commercial video customers and have enabled over 475
customers to deploy gigabit passive optical network, or GPON, Active Ethernet and point-to-point Ethernet fiber access networks.

We have a single reporting segment. Additional information about geographic areas required by this item is incorporated herein by reference to
Note 15 Segment Information of the Notes to consolidated financial statements, beginning on page 69 of this Form 10-K.

Industry Background

CSPs compete in a rapidly changing market to deliver a range of voice, data and video services to their residential and business subscribers.
CSPs include wireline and wireless service providers, cable multiple system
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operators, or MSOs, and municipalities. The rise in Internet-enabled communications has created an environment in which CSPs are competing
to deliver voice, data and video offerings to their subscribers across fixed and mobile networks. Residential and business subscribers now have
the opportunity to purchase an array of services such as basic voice and data as well as advanced broadband services such as high-speed Internet,
IPTV, mobile broadband, high-definition video and online gaming from a variety of CSPs. The rapid growth in new services is generating
increased network traffic.

For example, Cisco Systems, Inc. estimates that global IP traffic will grow at a compound annual growth rate of 40% from approximately 10,000
petabytes per month in 2008 to approximately 56,000 petabytes per month in 2013. We believe that increased network traffic will be largely
driven by video, which is expected to account for over 90% of global consumer traffic by 2013. CSPs are also broadening their offerings of
bandwidth-intensive advanced broadband services, while maintaining support for their widely utilized basic voice and data services. CSPs are
being driven to evolve their access networks to enable cost-effective delivery of a broad range of services demanded by their subscribers.
According to estimates by Infonetics Research, CSPs will increase their aggregate spending on broadband aggregation equipment, fiber-based
access equipment, cable aggregation equipment, mobile backhaul equipment and carrier Ethernet equipment in North America from $7.6 billion
in 2009 to $11.2 billion in 2013 and worldwide from $35.9 billion in 2009 to $54.7 billion in 2013.

With strong subscriber demand for low latency and bandwidth-intensive applications, CSPs are seeking to offer new services, realize new
revenue streams, build out new infrastructure and differentiate themselves from their competitors. CSPs typically compete on their cost to
acquire and retain subscribers, the quality of their service offerings and the cost to deploy and operate their networks. In the past, CSPs offered
different solutions delivered over distinct networks designed for specific services and were generally not in direct competition. For example,
traditional wireline service providers provided voice services whereas cable MSOs delivered cable television services. Currently, CSPs are
increasingly offering services that leverage Internet protocol, or IP, thereby enabling CSPs of all types to offer a comprehensive bundle of
[P-based voice, data and video services to their subscribers. This has increased the level of competition among CSPs as wireline and wireless
service providers, cable MSOs and other CSPs can all compete for the same residential and business subscribers using similar types of IP-based
services.

Access Networks are Critical and Strategic to CSPs and Policymakers

Access networks, also known as the local loop or last mile, directly and physically connect the residential or business subscriber to the CSP s
central office or similar facilities. The access network is critical for service delivery as it governs the bandwidth capacity, service quality
available to subscribers and ultimately the services CSPs can provide to subscribers. Providing differentiated, high-speed, high quality
connectivity has become increasingly critical for CSPs to retain and expand their subscriber base and to launch new services. Typically,
subscribers consider service breadth, price, ease of use and technical support as key factors in the decision to purchase services from a CSP. As
CSPs face increasing pressure to retain their basic voice and data customers in response to cable MSOs offering voice, data and video services, it
is critical for CSPs to continue to invest in and upgrade their access networks in order to maintain a compelling service offering, drive new
revenue opportunities and maintain and grow their subscriber base. Access networks can meaningfully affect the ongoing success of CSPs.

Governments around the world recognize the importance of expanding broadband networks and delivering advanced broadband services to more
people and businesses. For example, in February 2009, the U.S. government passed the American Recovery and Reinvestment Act, or ARRA,
which set aside approximately $7.2 billion as Broadband Stimulus funds for widening the reach of broadband access across the United States.
These funds, distributed in the form of grants, loans and loan guarantees, primarily target wireline and wireless service providers operating in
rural, unserved and underserved areas in the United States. Many CSPs are actively pursuing stimulus funds and have submitted various
proposals to receive assistance for their broadband access infrastructure projects. Awards for these projects were issued between December 2009
and September 2010.
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Limitations of Traditional Access Networks

CSPs rely on the capabilities and quality of their access networks to sustain their business and relationships with their subscribers. In the past,
subscribers had little influence over the types of services provided by CSPs. Today, subscribers can be more selective among CSPs and they are
increasingly demanding advanced broadband services in addition to basic voice and data services. In general, access networks are highly capital
intensive and CSPs have historically upgraded capacity as technology and subscriber demands on their networks changed. CSPs will
increasingly integrate fiber-and Ethernet-based access networks to enable the delivery of more advanced broadband services at a lower cost
while at the same time enabling the continued delivery of basic voice and data services. Thus far CSPs have taken an incremental approach to
capacity upgrades in their access networks. As a result CSPs face multiple challenges concerning their access networks, business models and
service delivery capabilities, including:

A Complex Patchwork of Networks and Technologies In order to upgrade their access networks CSPs have typically added
networks for new residential or business services that they deliver, such as digital subscriber line, or DSL, data over cable
service interface specification, or DOCSIS, GPON or Gigabit Ethernet on top of existing networks. This led to an
overbuild of access technologies and an unnecessarily complex patchwork of physical connections between the central
office and the subscriber. In addition, CSPs have generally begun to expand the penetration of fiber into their access
networks, thereby shortening the length of the subscriber connection through other lower bandwidth media types (such as
copper-based or coaxial cable-based networks). CSPs have also attempted to evolve their access networks to enable more
efficient packet-based services by adding Ethernet protocols on top of existing asynchronous transfer mode, or ATM, and
DSL protocols. In addition, CSPs have often deployed separate equipment to facilitate the delivery of Synchronous
Optical Networking, or SONET, Gigabit Ethernet and 10 Gigabit Ethernet transport which connects CSP central offices
with their access networks, further increasing the complexity and the cost of their networks. This approach has left most
CSPs with disparate architectures, features, functions and capabilities in different parts of their networks. This
increasingly complex, patchwork approach to deploying access networks and delivering new services to their subscribers
has created potential complications for CSPs within their access networks. These potential complications limit data
transmission capability, increase the cost of operation and maintenance and can negatively impact the subscriber
experience.

Limited Capacity from Legacy Access Architectures Legacy access network architectures were designed to address earlier generation
communication demands of wireline telephone, cable television and cellular services. Such access networks have physical limitations
in their ability to scale bandwidth, avoid latency issues and deliver advanced broadband services, which subscribers demand today
and are expected to increasingly demand in the future. In addition, CSPs understand the need to add fiber to their networks to provide
the bandwidth required to scale advanced broadband services. However, it is costly and complex to integrate fiber-based

technologies into legacy access networks.

Inflexible Technologies Increase Network Switching Costs Legacy access networks were architected around a narrow set of
technologies. For example, traditional voice calls use circuit switching technology to allocate a fixed amount of network capacity to
each call, regardless of whether such capacity is fully utilized. The emergence of packet-based technologies, primarily IP and
Ethernet, has significantly improved the ability to transmit data efficiently across networks as bandwidth is only consumed when
signals are actually being transmitted. Most legacy access networks do not allow circuit- and packet-based technologies to co-exist or
to evolve from one technology to another.

Inefficient Service Roll-out Constrains Subscriber Offerings Legacy access networks were designed to support a narrow range of
services and as a result, they limit the ability of CSPs to provision the advanced broadband services increasingly demanded by their
subscribers. Packet-based networks are more flexible and efficient than traditional circuit-switched networks. For example, to
provision additional business services in a legacy access network, a CSP would typically deploy additional
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physical connections and equipment, whereas packet-based infrastructure allows a CSP to change or add services virtually, without
the presence of a service technician or the installation of new equipment. In order to deploy these services quickly and efficiently,
CSPs must be able to utilize their existing infrastructure while upgrading the legacy access network to packet-based technologies.

Highly Reliable Access Products are Difficult to Engineer and Manage Given the critical nature of access networks and their typical
deployment in remote and distant locations, access infrastructure products must be highly reliable. Unlike most other
communications equipment which is deployed in environmentally controlled central offices or similar facilities, most access
equipment is deployed in outdoor environments and must be specifically engineered to operate in variable and often extremely harsh
conditions, as well as fit into smaller spaces, such as on a street corner, near office buildings or on the side of a house or cellular
tower. Since the access portion of the network is broadly distributed, it is expensive as well as difficult to manage and maintain.
CSPs require access network equipment that can perform reliably in these uncontrolled environments and be deployed in a variety of
form factors, thereby adding significant engineering and product development challenges as compared to most other forms of
communications infrastructure equipment. In addition, some portion of the access market is supported by government initiatives and
products sold into this segment require additional government certifications and approvals in order to qualify for deployment.

Expensive to Deploy and Operate As a result of deploying multiple networks with discrete functions, legacy access networks require
a wide variety of equipment to be installed, maintained and ultimately replaced, thereby placing a significant and recurring capital
and operating expense burden on the CSP. Once installed, this equipment occupies valuable space inside a central office, requires
frequent labor-intensive maintenance and consumes meaningful amounts of power. Moreover, the lack of integration across
protocols and fiber- and copper-based network architectures negatively impacts network performance. Inferior network performance
diminishes the subscriber experience and increases network operating costs by increasing service calls, the number of required
support staff and the frequency of equipment upgrades and replacements. As broadband network availability and quality are
becoming more critical to subscribers, lack of network reliability can be materially disruptive, expensive and ultimately increase
subscriber churn, thereby negatively impacting the CSP s business.
Given these limitations of legacy access networks, CSPs will increasingly emphasize fiber- and Ethernet-based technologies in their access
networks thereby enabling the rapid, cost-effective deployment of advanced broadband services. Such technologies reduce overhead expenses,
simplify network architectures and seamlessly integrate legacy and next-generation networks. Calix therefore believes that successful CSPs will
be those that evolve from providing basic subscriber connectivity to providing the most relevant services and subscriber experience.

The Calix Solution

We are a leading provider in North America of broadband communications access systems and software for fiber- and copper-based network
architectures that enable CSPs to connect to their residential and business subscribers. Our Unified Access Infrastructure portfolio enables CSPs
to quickly meet subscriber demands for both basic voice and data as well as advanced broadband services, while providing CSPs with the
flexibility to optimize and transform their networks at a pace that balances their financial, competitive and technology needs. Our systems and
software leverage packet-based technologies that enable CSPs to offer a wide range of revenue-generating services, from basic voice and data to
advanced broadband services regardless of protocol or network connection media. Our Unified Access Infrastructure portfolio consists of our
C-Series platform, our E-Series platforms, our complementary P-Series ONTs and CMS.
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We believe that our Unified Access Infrastructure portfolio of network and premises-based solutions provides the following benefits to CSPs:

Single Unified Access Network for Basic and Advanced Services Our Unified Access Infrastructure portfolio allows for a broad
range of subscriber services to be provisioned and delivered over a single unified network. These systems can deliver basic voice and
data, advanced broadband services, including high-speed Internet, IPTV, mobile broadband, high-definition video and online
gaming, as well as integrated transport within our Unified Access Infrastructure portfolio, all of which can be monitored and
managed by CMS. In addition, our systems can be deployed in both small and large form factors across multiple deployment
scenarios depending on subscriber proximity and service requirements. Our multiservice approach allows CSPs to utilize their legacy
access networks during the course of their equipment upgrade and network migration, saving them time and money in delivering
both basic voice and data and advanced broadband services.

High Capacity and Operational Efficiency Our Unified Access Infrastructure portfolio is designed to facilitate the evolution of CSP
access networks to fiber- and Ethernet-based network architectures. Our portfolio includes platforms that exceed the capacity of the
products of our most direct competitors. Our platforms are designed and optimized for fiber- and copper-based network architectures.
We also have a broad portfolio of feature-rich fiber ONTs that serve as the on-premises gateways for new services to subscribers.
Our extended reach GPON offers our customers greater capacity and operational efficiencies, including the ability to reach
subscribers further away from a CSP s central office, thereby also allowing CSPs to consolidate multiple central offices and further
reduce operating expense. Furthermore, our ONTSs auto-detect fiber access technologies supporting both GPON and Active Ethernet
and provide CSPs additional cost and management efficiencies.

Highly Flexible Technology Solutions Our Unified Access Infrastructure portfolio enables CSPs to utilize legacy access network
infrastructure during their migration towards fiber- and Ethernet-based access networks. Our portfolio supports multiple protocols,
different form factors and modular options optimized for a variety of installation locations and environments and multiple services
delivered over fiber- and copper-based network architectures.

Seamless Transition to Advanced Services Our Unified Access Infrastructure portfolio enables CSPs to better manage the evolution
of their access networks by transitioning the delivery of basic voice and data services to advanced broadband services. Our C-Series
platform supports ongoing demand for basic voice and data services and facilitates a seamless and controlled migration to IP-based
services. For CSPs without legacy network constraints, our E-Series platforms allow CSPs to deploy advanced broadband services
rapidly and cost effectively to their subscribers.

Highly Reliable and Purpose-Built Solutions for Demands of Access Our Unified Access Infrastructure portfolio is designed for
high availability and purpose-built for the demands of access network deployments. Our carrier-class products are environmentally
hardened and field-tested to be capable of withstanding harsh environmental conditions, including temperatures between 40 and 65
degrees Celsius, extremely dry or wet conditions and physical abuse. Our access systems are built and tested to meet or exceed
network equipment-building system standards, which are a set of safety, spatial and environmental design guidelines for
telecommunications equipment. Our products are highly compatible and designed to be easily integrated into the existing operational
and management infrastructure of CSP access networks. Our portfolio can be deployed in multiple form factors and power
configurations to address a wide range of deployment scenarios influenced by space and power constraints.

Compelling Customer Value Proposition We believe our Unified Access Infrastructure portfolio offers CSPs a compelling value
proposition. Our portfolio provides CSPs the flexibility to upgrade their networks over time, reduce operational costs and maximize
their return on capital expenditures. Our packet-based platforms enable CSPs to offer new services more quickly and generate new
revenue opportunities. We believe the interoperability and compatibility of our portfolio reduces the complexity and cost of
managing CSP networks.
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Our Strategy

Our Unified Access Infrastructure portfolio enables the delivery of basic voice and data and advanced broadband services, across multiple
protocols and form factors over fiber- and copper-based network architectures. Our objective is to leverage our Unified Access Infrastructure
portfolio to become the leading supplier of access systems and software that enable CSPs to transform their networks and business models to
meet the changing demands of their subscribers. The principal elements of our strategy are:

Continue Our Sole Focus on Access Systems and Software Our dedicated focus on access has been an important driver of our
success with our customers. We believe our focus has allowed us to develop innovative access systems and a highly efficient service
and deployment model that have been widely implemented by CSPs. For example, according to Broadband Properties Magazine s
October 2010 study of fiber access technology deployed by independent U.S. CSPs, we have deployed leading edge passive optical
network fiber access solutions at 309 distinct CSPs representing 62% of all CSPs who have reported the vendor supplying their fiber
access solutions. According to Infonetics Research, we were the leading provider of multiservice access platforms in North America
during the calendar year of 2009, representing a 49% market share based on revenue. Virtually all of our large competitors in the
access market devote some percentage of their resources to products outside of the access network, and in some cases, products not
even designed for CSPs. We intend to continue to focus our efforts on the access market, which we believe will enable us to continue
to deliver compelling, timely and innovative access solutions to CSPs.

Continue to Enable our Customers to Transform Their Networks and Business Models We believe that residential and business
subscribers are pressuring CSPs to expand their offerings through the delivery of superior subscriber experiences. In response, CSPs
need to transform their networks and business models by rapidly provisioning new services while minimizing the capital and
operational costs of their networks. We believe our Unified Access Infrastructure portfolio enables CSPs to introduce new
revenue-generating services as demanded by their subscribers. As of December 31, 2010, over 275 of our customers have added
commercial video services deployed over our Unified Access Infrastructure.

Continue to Engage Directly with Customers We operate a differentiated business model focused on aligning with our customers
through direct engagement, service and support. Our direct customer engagement model allows us to target our sales resources as

well as align our product development efforts closely to our customers needs. Our direct engagement model is a key differentiator for
our business and is critical to our continued market leadership.

Leverage our Growing Customer Footprint As of December 31, 2010, we have shipped over eight million ports from our portfolio
to more than 600 North American and international customers, whose networks serve over 40 million subscriber lines in total. Our
customers include 14 of the 20 largest U.S. ILECs. This footprint provides us with the opportunity to sell additional components of
our Unified Access Infrastructure portfolio to existing customers. For example, the vast majority of our existing customers have
purchased additional line cards and other products from us after their initial purchase. We have also demonstrated that our footprint,
combined with the flexibility of our portfolio, gives us incumbency benefits to sell complementary or new offerings in the future. For
instance, since the introduction of our first E-Series platform in the fourth quarter of 2007, approximately 61% of our customers that
originally purchased our C-Series platform have also purchased E-Series platforms to deliver complementary services to their
subscribers.

Expand Deliberately into New Market and Applications We believe that a disciplined approach to targeting markets and applications
is critical to our long-term success. For example, we initially focused on rural ILECs and have achieved an industry leadership
position as over 40% of U.S. Independent Operating Companies, or [OCs, have deployed our access systems and software. We have
also recently entered new geographic markets, including Mexico and the Caribbean, where we now have significant deployments in
the Bahamas, Barbados, Dominican Republic, Jamaica and Trinidad
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and Tobago. We will continue our disciplined approach of targeting new applications in which we believe our products will rapidly
gain customer adoption. For example, we are targeting additional markets for our fiber access solutions, including the mobile
backhaul and cable business services markets.

Pursue Strategic Relationships, Alliances and Acquisitions We intend to continue to pursue strategic technology and distribution
relationships, alliances and acquisitions that align us with CSPs strategic direction to increase revenue-generating services while
reducing the cost to deploy and operate their access networks. We believe these relationships, alliances and acquisitions will allow us
to grow our footprint and enhance our ability to sell our access systems and software. We developed and invested in the Calix
Compatible Program to assure interoperability across the ecosystem of the majority of vendors critical for implementing and
delivering new advanced broadband services. This program has more than 67 technology members to date and enables our customers
to rapidly deploy proven solutions in their access networks. We work with Cisco to provide GPON solutions in North America and
have partnered with Microsoft to ensure successful interoperation between our products and its Mediaroom IPTV application. In
addition, our acquisition of Optical Solutions, Inc. in 2006 has provided us with leading fiber access technology that has been
integrated into our Unified Access Infrastructure portfolio.

Acquisition of Occam Networks, Inc.

On February 22, 2011, we completed our acquisition of Occam Networks, Inc. ( Occam ) in a stock and cash transaction valued at approximately
$211.3 million. Upon the completion of the acquisition, each outstanding share of Occam common stock (other than those shares with respect to
which appraisal rights were available, properly exercised and not withdrawn) converted into the right to receive (a) $3.8337 per share in cash,
without interest plus (b) 0.2925 of a validly issued, fully paid and non-assessable share of Calix common stock.

The combined organization is expected to provide communications service providers globally with an enhanced portfolio of advanced
broadband access systems, and accelerate innovation across the expanded Calix Unified Access portfolio. The acquisition is expected to result in
more access options over both fiber and copper for communications service providers to deploy, which could expedite the proliferation of
advanced broadband services to both residential and business subscribers, including such services as high-speed Internet, IPTV, VOIP, Ethernet
business services, and other advanced broadband applications.

Customers

We operate a differentiated customer engagement model that focuses on direct alignment with our customers through sales, service and support.
In order to allocate our product development and sales efforts efficiently, we believe that it is critical to target markets, customers and
applications deliberately. We have traditionally targeted CSPs which own, build and upgrade their own access networks and which also value
strong relationships with their access systems and software suppliers.

As of December 31, 2010, we had more than 600 customers, the majority of which are based in the United States. The U.S. ILEC market is
composed of three distinct tiers of carriers, which we categorize based on their subscriber line counts and geographic coverage. Tier 1 CSPs are
very large with wide geographic footprints. They have greater than ten million subscriber lines and they generally correspond with the former
Regional Bell Operating Companies. Tier 2 CSPs also operate typically within a wide geographic footprint, but are smaller in scale, with
subscriber lines that range from approximately one million subscriber lines to approximately eight million subscriber lines. Their service

coverage areas are predominantly regional in scope and therefore are often known as Regional Local Exchange Carriers, or RLECs. Tier 3 CSPs
consist of over 1,000 predominantly local operators typically focused on a single or a cluster of communities. Often called IOCs, they range in
size from a few hundred to approximately half a million subscriber lines. Because of similarities in subscriber line size and
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focused market footprint, we typically include Competitive Local Exchange Carriers and municipalities in this market segment.

To date, we have focused primarily on Tier 2 and Tier 3 CSPs. As a result, our customers include 14 of the largest 20 ILECs in the United

States, as measured by subscriber lines. Our existing customers networks serve over 40 million subscriber lines. Representative Tier 2 customers
include CenturyLink, Inc. (formed by the merger of CentruyTel, Inc. and Embarq Corporation, completed as of July 1, 2009), Windstream Corp.
and TDS Telecommunications Corporation. Our Tier 3 CSP customers have historically accounted for a large percentage of our sales. We also
serve new entrants to the access services market who are building their own access networks, including cable MSOs, such as Cox
Communications, and municipalities. Moreover, we have entered new geographic markets, such as the Caribbean, where we already have
significant deployments in locations such as the Bahamas, Barbados, Dominican Republic, Jamaica and Trinidad and Tobago. We anticipate that
we will target CSPs outside North America as part of our expansion strategy.

We have a number of large customers who have represented a significant portion of our sales in a given period. For example, for 2010,
CenturyLink, Inc. and its predecessors Embarq Corporation and CenturyTel, Inc., which we refer to together as CenturyLink, accounted for 29%
of our revenue. For 2009, CenturyLink, Inc. accounted for 38% of Calix s revenue. In 2008, CenturyLink, Inc. and one other customer accounted
for 25% and 11% of our revenue, respectively.

Some of our customers within the United States use or expect to use government-supported loan programs or grants to finance capital spending.
Loans and grants through RUS, which is a part of the United States Department of Agriculture, are used to promote the development of
telecommunications infrastructure in rural areas. In addition, the Broadband Stimulus initiatives under the ARRA may also make funds available
to certain of our customers.

Sales to customers outside of the United States represented approximately 15% of our revenues for the year ended December 31, 2010, 9% of
our revenues for the year ended 2009 and 16% of our revenues for the year ended 2008. To date, our sales outside of the United States have
predominantly been to customers in the Caribbean.

Customer Engagement Model

We market and sell our access systems and software exclusively through our direct sales force, supported by marketing and product management
personnel. Our sales effort is organized either by named accounts or regional responsibilities. Account teams comprise sales managers,
supported by sales engineers and account managers, who work to target and sell to existing and prospective CSPs. The sales process includes
analyzing their existing networks and identifying how they can utilize our products within their networks. We also offer advice regarding
eligibility and also support proposals to the appropriate agencies when we are a material supplier. We believe that our direct customer
engagement approach provides us with significant differentiation in the customer sales process by aligning us more closely with our customers
changing needs.

As part of our sales process, CSPs will usually perform a lab trial or a field trial of our access systems prior to full-scale commercial
deployment. This is most common for CSPs purchasing a particular access system for the first time. Upon successful completion, the CSP
generally accepts the lab and field trial equipment installed in its network and may continue with deployment of additional access systems. Our
sales cycle, from initial contact with a CSP through the signing of a purchase agreement, may, in some cases, take several quarters.

Typically our customer agreements contain general terms and conditions applicable to purchases of our access systems and software. By
entering into a customer agreement with us, a customer does not become obligated to order or purchase any fixed or minimum quantities of our
access systems and software. Our customers generally order access systems and software from us by submitting purchase orders that describe,
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among other things, the type and quantities of our access systems and software that they desire to order, the delivery and installation terms and
other terms that are applicable to our access systems and software. Customers who have been awarded RUS loans or grants are required to
contract under form contracts approved by RUS.

Our direct customer engagement model extends to service and support. Our service and support organization works closely with our customers
to ensure the successful installation and ongoing support of our Unified Access Infrastructure portfolio. Our service and support organization
provides technical product support and consults with our customers to address their needs. We offer our customers a range of support offerings,
including program management, training, installation and post-sales technical support. As a part of our pre-sales effort, our engineers design the
implementation of our products in our customers access networks to meet their performance and interoperability requirements.

Our U.S.-based technical support organization offers support 24 hours a day, seven days a week. With an active CMS license, customers receive
access to telephone support and online technical information, software product upgrades and maintenance releases, advanced return materials
authorization and on-site support, if necessary. CMS licenses are renewable on an annual basis. Most of our customers renew their CMS
licenses. For customers not under CMS license, support is provided for a fee on a per-incident basis.

Products and Technology

We develop, sell and support carrier-class hardware and software products which we refer to as our Unified Access Infrastructure portfolio. Our
Unified Access Infrastructure portfolio enables CSPs to deliver both basic voice and data and advanced broadband services over legacy and
next-generation access networks. Our Unified Access Infrastructure consists of the following key features:

Broad Product Offering We offer a comprehensive portfolio of access systems and software that is deployed in the portion of the
network that extends from the central office or similar facilities to a subscriber s premises. We sell our access systems in a variety of
form factors, modular options and configurations that are important to CSPs. Our network-based products include our C-Series
platform, which is our multiservice, multiprotocol access platform, and our Ethernet-focused E-Series platforms, which provide
cost-effective, flexible service delivery of IP-based services. Our premises-based offering consists of our P-Series ONTs, which are
deployed in combination with our C-Series and E-Series platforms. We offer an extensive line of ONTs to enable our customers to
connect to their subscribers across a diverse set of form factors, protocols and functionality requirements.

Multiservice and Multiprotocol We develop our products and an extensive offering of service interfaces to ensure CSPs can connect
to their subscribers to enable the delivery of basic voice and data or advanced broadband services over fiber- and copper-based
network architectures regardless of protocol. Our C-Series platform also enables CSPs to integrate IP and legacy protocols as well as
the integration of fiber- and copper-based connectivity in a single chassis. In doing so, the C-Series platform allows CSPs to evolve
their access infrastructures over time. Our E-Series platforms and nodes are multiservice but focus solely on Ethernet. Our E-Series
platforms and nodes are well suited for CSPs who are using Ethernet to transform their networks. Our C-Series and E-Series
platforms are often, but not required to be, deployed together so that the C-Series platforms can act as a protocol gateway for
E-Series platforms and nodes.

Common Operating System Kernel All of our access systems are interoperable and are designed to be easily deployed and managed
together as a single, unified access network. The C7, E7 and the ES-300 and ES5-400 utilize a common Ethernet kernel, which we
refer to as the Ethernet Xtensible Architecture, or EXA, that was developed based on industry standard protocols and focused on the
needs of the access network. Because our core platforms leverage this common operating system kernel, we can develop, test and
introduce new access systems and software rapidly, and enable our customers to deploy advanced broadband services at their desired
pace.

11

Table of Contents 16



Edgar Filing: CALIX, INC - Form 10-K

Table of Conten

Unified Network Management Our CMS is server-based network management software capable of overseeing and managing
multiple C-Series and E-Series networks. In addition, CMS performs all provisioning, maintenance and troubleshooting operations
across disparate access technologies and networks through a common user interface. This enables CSPs to manage and unify the
various elements of our Unified Access Infrastructure portfolio as a single, scalable platform. CMS is often integrated by our
customers with their back-office systems for billing and provisioning.
Our Unified Access Infrastructure portfolio allows CSPs to transform their legacy and mixed protocol access networks to fiber and Ethernet over
time. CSPs often deploy our C-Series and/or E-Series platforms together in central offices or similar facilities to interconnect central offices. Our
C-Series platform can act as a protocol gateway when deployed with our E-Series platforms. Our E-Series platforms can be deployed either in
central offices, remote network locations, existing cabinets or in customer premises locations depending upon the CSP s requirements. Both our
C-Series and E-Series platforms and nodes interoperate with and can terminate network traffic from our P-Series ONTs.

A graphic representation of how the various components of our Unified Access Infrastructure portfolio work together is shown in the network
diagram below:

The graphic above depicts how a CSP might deploy our Unified Access Infrastructure portfolio in a CSP network. The network is divided into
four segments: (1) the routed core network, (2) the central office and the remote terminal, (3) the node and (4) the subscriber, business or
multi-dwelling unit, or MDU, premises. First, voice, video or data content is aggregated by a router in the network core and transferred to a C7
or E7. The content is then sent around a redundant Ethernet transport ring, which operates using the 10 Gigabit Ethernet or Gigabit Ethernet
standard. The ring consists of a variety of Calix access platforms, including the C7, the E7 and the E5-400, each of which may be located in
other central offices or in remote terminal locations closer to subscribers. Content can be pulled from any one of these locations and delivered
either to a Calix platform located at a remote node or directly to a subscriber premises. In the case where content is delivered to another Calix
platform, the content can be delivered over a variety of fiber-based technologies, such as 10 Gigabit Ethernet, Gigabit Ethernet or multiple
Gigabit Ethernet, or NxGE. Delivery to the subscriber premises over fiber
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or copper transmission lines is the final part of the access network. Delivery over fiber lines uses GPON, Active Ethernet or point-to-point
Ethernet services, and delivery over copper lines uses DSL services or plain old telephone service, or POTS. Our CMS manages all aspects of
the Unified Access Infrastructure portfolio and supports features that allow remote management of equipment across the network, including
equipment at the subscriber premises.

Calix C-Series Multiservice, Multiprotocol Access Platform

Our C7 multiservice, multiprotocol access platform, or C-Series platform, is designed to support a wide array of basic voice and data services
offered by CSPs, while also supporting advanced, high-speed, packet-based services such as Gigabit Ethernet, GPON and DSL (including very
high-speed digital subscriber line 2, or VDSL2, and asymmetrical digital subscriber line 2+, or ADSL2+) and advanced applications like IPTV.
In so doing, our C-Series platform facilitates network transformation by integrating the functions required to transport and deliver voice, data
and video services over both fiber- and copper-based network architectures. Our C-Series platform is a chassis-based product with 23 line card
slots, three of which are used for common logic, switching fabric and uplinks, with the remaining 20 slots available for any service interface card
we offer. Our C-Series platform is managed using our CMS. Our high-capacity C-Series platform is flexible and is designed to be deployed in a
variety of locations, including central offices, remote terminals, video headends and co-location facilities. Our C-Series platform leverages a
common operating system kernel, the EXA, that it shares with most of our E-Series Ethernet service access platforms and nodes, or E-Series
platforms and nodes, allowing for common provisioning and facilitated platform interoperability. The multiprotocol and integrated transport
capabilities of our C-Series platform allow it to be deployed as an aggregation or gateway device for our E-Series platforms and nodes and
P-Series ONTs.

Key technology differentiators of the C-Series platform are:

Protocol Independent Our C-Series platform enables the integration of multiple protocols through a system architecture where line
cards perform specific protocol processing.

High Capacity Our C-Series platform can enable up to 200 gigabits per second total throughput capacity. It can provide service
delivery speeds of up to 10 gigabits per second in network transport rings or directly to subscribers, which is significantly greater
than the bandwidth that CSPs are typically providing to their subscribers. This enables CSPs to scale their advanced broadband
service offerings over time without the need to change their equipment.

Flexible Switching Architecture Our C-Series platform supports a highly scalable switching architecture with characteristics similar
to high performance routers. All services are converted to packets on line cards allowing our platform to natively switch circuits,
cells and packets. As a result, both legacy and advanced packet-based services can be supported simultaneously or uniformly,
allowing the C-Series to be deployed as a pure Ethernet delivery platform, a traditional service delivery platform or a hybrid services
platform.

Density In typical applications, a single 14-inch high C-Series platform shelf can terminate 480 copper-based subscriber connections,
or up to 5,120 fiber-to-the premises, or FTTP, subscribers using GPON. This functionality allows up to 2,400 subscribers of
advanced broadband services over copper-based networks or over 25,000 subscribers over fiber-based networks to be served out of a
single seven-foot rack in the central office.

Reduced Risk of Technological Obsolescence As new services and technologies are introduced to the network, our flexible C-Series
architecture allows CSPs to add or swap line cards to introduce new functionality into the access system. New services such as IPTV
and voice-over-Internet-protocol require new features like Internet Group Management Protocol channel change processing and
protocol gateway support, which can easily be added without substantial changes to existing equipment. As a result, equipment
purchased by CSPs can have longer useful lives which can reduce CSPs capital expenditures.
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Extensive Line Card Offering Currently our C-Series platform offers 47 line cards that enable a diverse set of trunk and subscriber
interfaces, ranging from basic voice service and specialized circuits to advanced broadband services such as packet-based Fast and
Gigabit Ethernet, SONET (up to optical carrier-48, or OC-48), VDSL2 and ADSL2+ across multiple copper pairs and GPON. In
addition, our C-Series platform supports multiple combinations of service interface cards in any slot at any time. We believe this
flexibility provides CSPs the ability to evolve networks toward higher-capacity, packet-based service offerings in a minimally
disruptive and cost-effective manner.

The following pictures depict the C-Series platform and sample line cards:

Calix E-Series Ethernet Service Access Platforms and Nodes

Our E-Series Ethernet service access platforms and Ethernet series access nodes, or E-Series platforms and nodes, consist of chassis-based
platforms as well as fixed form factor nodes that are designed to support an array of advanced IP-based services offered by CSPs. Our E-Series
platforms and nodes are designed to be carrier-class and enable CSPs to implement advanced Ethernet transport and aggregation, as well as
voice, data and video services over both fiber- and copper-based network architectures. Our E-Series platforms and nodes are environmentally
hardened and can be deployed in a variety of network locations, including central offices, remote terminals, video headends and co-location
facilities. In addition