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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended March 31, 2012

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from to

Commission File Number: 001-34674

Calix, Inc.

(Exact Name of Registrant as Specified in Its Charter)

Delaware 68-0438710
(State or Other Jurisdiction of (L.R.S. Employer
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1035 N. McDowell Blvd., Petaluma, CA 94954

(Address of Principal Executive Offices) (Zip Code)

(707) 766-3000
(Registrant’s Telephone Number, Including Area Code)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) 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. Yes: No: O

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: O

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
definition of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange Act.

Large Accelerated Filer O Accelerated Filer
Non-accelerated filer O (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 Exchange Act). Yes: [0 No:

As of April 16, 2012, there were 47,866,158 shares of the Registrant’s common stock, par value $0.025, outstanding.
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Item 1. Financial Statements

Assets
Current assets:
Cash and cash equivalents
Restricted cash
Accounts receivable, net
Inventory
Deferred cost of revenue
Prepaids and other current assets
Total current assets
Property and equipment, net
Goodwill
Intangible assets, net
Other assets
Total assets

Liabilities and stockholders’ equity
Current liabilities:

Accounts payable

Accrued liabilities

Deferred revenue

Total current liabilities

Long-term portion of deferred revenue

Other long-term liabilities
Total liabilities

Commitments and contingencies (See Note 6)

Stockholders’ equity:

Preferred stock, $0.025 par value; 5,000,000 shares authorized; no shares issued and outstanding as of March 31,

2012 and December 31, 2011

Common stock, $0.025 par value; 100,000,000 shares authorized; 47,865,425 shares and 47,825,200 shares

PART I. FINANCIAL INFORMATION

CALIX, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except per share data)

issued and outstanding as of March 31, 2012 and December 31, 2011, respectively

Additional paid-in capital
Other comprehensive income
Accumulated deficit

Total stockholders’ equity

Total liabilities and stockholders’ equity

See notes to condensed consolidated financial statements.

3

March 31,
2012 December 31,
(unaudited) 2011
$ 49,562 $ 38,938
— 754
48,140 47,943
37,157 44,604
9,400 8,324
3,950 4,429
148,209 144,992
17,182 16,130
116,175 116,175
76,221 80,048
2,050 2,194
$ 359,837 $359,539
$ 14,133 $ 14,250
35,921 36,214
19,685 16,783
69,739 67,247
14,570 13,347
1,198 1,528
85,507 82,122
1,196 1,195
744,695 740,309
145 98
(471,706) (464,185)
274,330 277,417
$ 359,837 $359,539
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CALIX, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS

Revenue
Cost of revenue:
Products and services®
Merger-related expenses
Amortization of intangible assets
Total cost of revenue
Gross profit
Operating expenses:
Research and development®
Sales and marketing®
General and administrative®
Merger-related and other expenses ()
Amortization of intangible assets
Total operating expenses
Loss from operations
Other income (expense):
Interest income
Interest expense
Other income (expense)
Loss before provision for income taxes
Provision for income taxes
Net loss

Net loss per common share:
Basic and diluted

(In thousands, except per share data)
(Unaudited)

Weighted average number of shares used to compute net loss per common share:

Basic and diluted

Accumulated other comprehensive loss:
Net loss
Unrealized loss on investment, net

Foreign currency translation adjustment, net

Comprehensive loss

(1) Includes stock-based compensation as follows:

Cost of revenue

Research and development

Sales and marketing

General and administrative
Merger-related and other expenses

See notes to condensed consolidated financial statements.
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Three Months Ended
March 31, March 26,
2012 2011
$78,565 $ 71,470
43,471 39,308
— 10,257
1,275 1,516
44,746 51,081
33,819 20,389
16,966 15,039
14,890 12,066
6,780 9,308
— 6,041
2,552 669
41,188 43,123
(7,369) (22,734)
7 43
42) (46)
(22) 5
(7,426) (22,732)
95 24
$ (7,521)  $(22,756)
$ (0.16) $ (0.55)
47,850 41,177
$ (7,521)  $(22,756)
— ®)
(47) 14
$ (7,568) $(22,750)
Three Months Ended
March 31, March 26,
2012 2011
$ 363 $ 504
1,021 1,642
1,239 1,298
1,692 4,583
— 90
$ 4315 §$ 8117
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CALIX, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)
(Unaudited)

Operating activities
Net loss
Adjustments to reconcile net loss to net cash provided by operating activities:
Amortization of premiums relating to available-for-sale securities
Depreciation and amortization
Amortization of intangible assets
Stock-based compensation
Changes in operating assets and liabilities:
Restricted cash
Accounts receivable, net
Inventory
Deferred cost of revenue
Prepaids and other assets
Accounts payable
Accrued liabilities
Other long-term liabilities
Deferred revenue

Net cash provided by operating activities

Investing activities
Purchase of property and equipment
Sales and maturities of marketable securities
Acquisition of Occam Networks, net of cash assumed

Net cash used in investing activities

Financing activities
Proceeds from exercise of stock options and other
Net cash provided by financing activities

Effect of exchange rate changes on cash and cash equivalents

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Non-cash investing activities
Value of common stock issued in acquisition
Fair value of equity awards assumed

See notes to condensed consolidated financial statements.
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Three Months Ended
March 31, March 26,
2012 2011
$ (7,521)  $(22,756)
— 108
1,960 1,617
3,827 2,185
4,315 8,117
754 —
(197) 4,177
7,447 4,406
(1,076) (2,083)
623 1,159
(117) (6,068)
(293) 8,068
(330) ®)
4,125 3,772
13,517 2,694
(3.012) (1,722)
— 22,905
— (60,788)
(3.012)  (39,605)
72 154
72 154
47 —
10,624 (36,757)
38,938 66,304
$49,562  $ 29,547
$ — $117,258
$ — $ 1,370
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CALIX, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Company and Basis of Presentation

Company

2 < 2
s

Calix (together with its subsidiaries, “Calix,” the “Company,” “our,” “we,” or “us”) was incorporated in August 1999, and is a Delaware corporation.
We 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 transform their networks and 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 refer 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.

Basis of Presentation

The accompanying unaudited condensed consolidated financial statements, including the accounts of Calix, Inc. and its wholly owned subsidiaries,
have been prepared in accordance with the requirements of the U.S. Securities and Exchange Commission (“SEC”) for interim reporting. As permitted under
those rules, certain footnotes or other financial information that are normally required by U.S. generally accepted accounting principles (“GAAP”) can be
condensed or omitted. In the opinion of management, the financial statements include all normal and recurring adjustments that are considered necessary for
the fair presentation of the Company’s financial position and operating results. All significant intercompany balances and transactions have been eliminated in
consolidation. The condensed consolidated balance sheet at December 31, 2011 has been derived from the audited financial statements at that date.

The results of the Company’s operations can vary during each quarter of the year. Therefore, the results and trends in these interim financial statements
may not be the same as those for the full year or any future periods. The information included in this quarterly report on Form 10-Q should be read in
conjunction with the audited financial statements for the year ended December 31, 2011, included in the Company’s Form 10-K.

The Company operates on a 4-4-5 fiscal calendar which divides the year into four quarters, with each quarter grouped into two 4-week months and one
S-week month. The Company’s fiscal year ends on December 31. The preparation of financial statements in conformity with GAAP for interim financial
reporting requires management to make estimates and assumptions that affect the amounts reported in the condensed consolidated financial statements and
accompanying notes. Actual results could differ from those estimates. On February 22, 2011, the Company completed its acquisition of Occam Networks,
Inc. (“Occam™) in a stock and cash transaction valued at $213.1 million. The Company’s results of operations for the first quarter of fiscal 2011 reflect the
operations of the Occam business beginning on the February 22, 2011 acquisition date.

6
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2. Significant Accounting Policies
Applicable Accounting Guidance

Any reference in these notes to applicable accounting guidance (“guidance”) is meant to refer to the authoritative GAAP as found in the Financial
Accounting Standards Board (“FASB”) Accounting Standards Codification (“ASC”).

Business Combination

During fiscal 2011, the Company accounted for the acquisition of Occam, under ASC Topic 805, “Business Combinations”. Under this guidance all
of the assets acquired and liabilities assumed are recognized at their fair value as of the acquisition date. The excess of the purchase price over the estimated
fair values of the net tangible and intangible assets acquired is recorded as goodwill. The fair values assigned to the acquired assets and assumed liabilities are
based on valuations using management’s best estimates and assumptions at the conclusion of the measurement period. During the measurement period (which
is not to exceed one year from the acquisition date), the Company is required to retrospectively adjust the provisional assets or liabilities if new information is
obtained about facts and circumstances that existed as of the acquisition date that, if known, would have resulted in the recognition of those assets or liabilities
as of that date. These assumptions and estimates include a market participant’s use of the asset and the appropriate discount rates for a market participant.
The Company’s estimates are based on historical experience and information obtained from the management of the acquired companies. The Company’s
significant assumptions and estimates can include, but are not limited to, the cash flows that an asset is expected to generate in the future, the appropriate
weighted-average cost of capital, and the cost savings expected to be derived from acquiring an asset. These estimates are inherently uncertain and
unpredictable. In addition, unanticipated events and circumstances may occur which may affect the accuracy or validity of such estimates.

Revenue Recognition

The Company derives revenue primarily from the sale of hardware products and related software. The Company recognizes revenue when persuasive
evidence of an arrangement exists, delivery has occurred, the fee is fixed or determinable and collection of the resulting receivable is reasonably assured. The
Company will generally use purchase agreement and/or purchase order as evidence of an arrangement. Since the individual products and services meet the
criteria for separate units of accounting, the Company will recognize revenue upon delivery of each product and/or services. Post-sales software support
revenue and extended warranty services revenue is deferred and recognized ratably over the period during which the services are to be performed. Installation
and training service arrangements are recognized upon delivery or completion of performance. These service arrangements are typically short term in nature
and are largely completed shortly after delivery of the product. Revenue from package arrangements is recognized upon full delivery of the package. In
instances where the Company determines that substantive acceptance provisions exist in the customer agreement, revenue is deferred until all acceptance
criteria have been met. The Company assesses whether the fee is fixed or determinable based on the payment terms associated with the transaction. Payment
terms to customers predominantly range from net 30 to net 90 days. The Company assesses the ability to collect from its customers based primarily on the
creditworthiness and past payment history of the customer. Shipping charges billed to customers are included in revenue and the related shipping costs are
included in cost of revenue. In certain cases, the Company’s products are sold along with services, which include installation, training, post-sales software
support and/or extended warranty services. To date, service revenue has comprised an insignificant portion of the Company’s revenue, and the Company has
not reported service revenue separately from product revenue in its financial statements. From time to time, the Company offers customers sales incentives,
which include volume rebates and discounts. These amounts are accrued on a quarterly basis and recorded net of revenue.

The Company adopted Accounting Standards Update (“ASU”) No. 2009-13, Topic 605— Multiple-Deliverable Revenue Arrangements and ASU
No. 2009-14, Topic 985—Certain Revenue Arrangements that Include Software Elements on a prospective basis as of the beginning of 2010 for new and
materially modified arrangements originating after December 31, 2009. Under the new standards, the Company allocates the total arrangement consideration to
each separable element of an arrangement based on the relative selling price of each element. Products are typically considered delivered upon shipment and are
deemed to be non-contingent deliverables. The Company provides certain services at stated prices over a specified period of time and must meet specified
performance conditions. As such, the Company has determined that its individual services are contingent deliverables. In addition, the Company provides
specified packages of items considered a package arrangement which it also considers a contingent deliverable, and therefore the Company does not bill its
customers until it has fully delivered the package.

The amount of product and service revenue recognized in a given period is affected by the valuation of the units of accounting for multiple-element
arrangements. The Company uses vendor-specific objective evidence or VSOE of fair value for each of the units, when available. The Company has
established VSOE for its training and post-sales software support services based on the normal pricing practices of these services when sold separately. In
most instances, the Company is not able to establish VSOE for other deliverables in an arrangement with multiple elements. This may be due to infrequently
selling each element separately, not pricing products within a narrow range, or only having a limited sales history. When VSOE cannot be established, the
Company attempts to
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establish selling price of each element based on third party evidence or TPE. TPE is determined based on competitor prices for similar deliverables when sold
separately. Generally, the Company’s marketing strategy differs from that of its peers and its offerings contain a significant level of customization and
differentiation such that the comparable pricing of products with similar functionality cannot be obtained. Furthermore, the Company is unable to reliably
determine what similar competitor products’ selling prices are on a stand-alone basis. Therefore, the Company is typically not able to determine TPE. When
the Company is unable to establish selling price using VSOE or TPE, the Company uses the best estimate of selling price (or “BSP”). The objective of BSP is
to determine the price at which the Company would transact a sale if the product or service were sold on a stand-alone basis. The Company determines BSP
for a product or service by considering multiple factors including, but not limited to, geographies, market conditions, competitive landscape, internal costs,
gross margin objectives, characteristics of targeted customers and pricing practices. The determination of BSP is made through consultation with and formal
approval by management, taking into consideration the go-to-market strategy. The Company regularly reviews VSOE, TPE and BSP and maintains internal
controls over the establishment and updates of these estimates. There were no material impacts through March 31, 2012, nor do we expect a material impact in
the near term from changes in VSOE, TPE or BSP.

The Company enters into arrangements with certain of its customers who receive government supported loans and grants from the U.S. Department of
Agriculture’s Rural Utility Service (“RUS”) to finance capital spending. Under the terms of an RUS equipment contract that includes installation services, the
customer does not take possession and control and title does not pass until formal acceptance is obtained from the customer. Under this type of arrangement,
the Company does not recognize revenue until we have received formal acceptance from the customer. For RUS arrangements that do not involve installation
services, the Company recognizes revenue in accordance with the revenue recognition policy described above.

Cost of Revenue

Cost of revenue consists primarily of finished goods inventory purchased from the Company’s contract manufacturers, payroll and related expenses
associated with managing the contract manufacturers’ relationships, depreciation of manufacturing test equipment, warranty costs, excess and obsolete
inventory costs, shipping charges, and amortization of certain intangible assets. For the three months ended March 26, 2011, cost of revenue also includes
merger-related expenses associated with the acquisition of Occam primarily related to a charge resulting from the required revaluation of Occam inventory to its
estimated fair value and an associated write-down of acquired inventory determined as excess and obsolete. There were no merger-related expenses incurred
during the three months ended March 31, 2012.

Stock-Based Compensation

Under the provisions of Accounting Standard Codification Topic 718, Compensation-Stock Compensation (ASC Topic 718), for share-based payment
transactions, stock-based awards, including stock options, are recorded at fair value as of the grant date and recognized to expense over the employee’s
requisite service period (generally the vesting period), which the Company has elected to amortize on a straight-line basis. The Company adopted this guidance
using the modified prospective transition method. Stock-based compensation expense has been reduced by the Company’s estimated forfeitures on all unvested
awards.

Goodwill and Intangible Assets

Goodwill and other purchased intangible assets have been recorded as a result of our acquisitions of Occam in February 2011 and Optical Solutions,
Inc., or OS], in February 2006. This goodwill is not deductible for tax purposes, and there have been no adjustments to goodwill since the acquisition dates.

Goodwill is not amortized but instead is subject to an annual impairment test or more frequently if events or changes in circumstances indicate that they
may be impaired. The Company evaluates goodwill on an annual basis as of the end of the second quarter of each fiscal year. The test for goodwill impairment
is a two-step process. The first step compares the fair value of each reporting unit with its respective carrying amount, including goodwill. If the fair value of
the reporting unit exceeds its carrying amount, goodwill of the reporting unit is not considered impaired and, therefore, the second step of the impairment test is
unnecessary. The second step, used to measure the amount of the impairment loss, compares the implied fair value of each reporting unit’s goodwill with the
respective carrying amount of that goodwill. If the carrying amount of the reporting unit goodwill exceeds the implied fair value of that goodwill, an impairment
loss shall be recognized in an amount equal to that excess. Management has determined that the Company operates as a single reporting unit and therefore
evaluates goodwill impairment at the enterprise level.

Intangible assets with finite useful lives are amortized over their estimated useful lives on a straight-line basis, generally six months to five years, and
reviewed for impairment whenever events or changes in circumstances indicate an asset’s carrying value may not be recoverable. The Company has reviewed
events and changes to its business during the quarter and has determined that there was no impairment to its goodwill and intangible assets.

8



Table of Contents

Supplier Concentration

The Company depends primarily on a small number of outside contract manufacturers for the bulk of its finished goods inventory. The Company
generally purchases its product through purchase orders with its suppliers or contract manufacturers. While the Company seeks to maintain a sufficient
reserve of its products, the Company’s business and results of operations could be adversely affected by a stoppage or delay in receiving such products, the
receipt of defective parts, an increase in price of such products or the Company’s inability to obtain lower prices from its contract manufacturers and
suppliers in response to competitive pressures.

Cash, Cash Equivalents, and Marketable Securities

The Company has invested its excess cash primarily in money market funds and highly liquid debt instruments. The Company considers all
investments with maturities of three months or less when purchased to be cash equivalents. Marketable securities represent highly liquid debt instruments
with maturities greater than 90 days at date of purchase. Cash, cash equivalents and marketable securities are stated at amounts that approximate fair value
based on quoted market prices.

The Company’s investments have been classified and accounted for as available-for-sale. Such investments are recorded at fair value and unrealized
holding gains and losses are reported as a separate component of comprehensive loss within stockholders’ equity until realized. Should the Company
determine that any unrealized losses on the investments are other-than-temporary, the amount of that impairment to be recognized in earnings will depend on
whether the Company intends to sell the security or more likely than not will be required to sell the security before recovery of its amortized cost basis less any
current period credit loss. The Company, to date, has not determined that any of the unrealized losses on its investments are considered to be other-than-
temporary. Realized gains and losses, which have been immaterial to date, are determined on the specific identification method and are reflected in results of
operations.

Restricted Cash

Restricted cash consisted of $0.8 million as of December 31, 2011, which related to performance bonds required for the Company’s RUS-funded
customer contracts, which the Company acquired through its acquisition of Occam.

Inventory

Inventory consisting of finished goods purchased from a contract manufacturer is stated at the lower of cost, determined by the first-in, first-out
method, or market value. The Company regularly monitors inventory quantities on hand and records write-downs for excess and obsolete inventories based on
the Company’s estimate of demand for its products, potential obsolescence of technology, product life cycles, and whether pricing trends or forecasts indicate
that the carrying value of inventory exceeds its estimated selling price. These factors are impacted by market and economic conditions, technology changes,
and new product introductions and require estimates that may include elements that are uncertain. Actual demand may differ from forecasted demand and
may have a material effect on gross margins. If inventory is written down, a new cost basis will be established that cannot be increased in future periods.

Deferred Cost of Revenue

When the Company’s products have been shipped, but the product revenue associated with the arrangement has been deferred as a result of not meeting
the criteria for immediate revenue recognition, the Company also defers the related inventory costs for the delivered items until all criteria are met for revenue
recognition. Deferred cost of revenue also includes trial orders that are pending acceptance.

Warranty

The Company offers limited warranties for its hardware products for a period of one or five years, depending on the product type. The Company
recognizes estimated costs related to warranty activities as a component of cost of revenue upon product shipment. The estimates are based on historical
product failure rates and historical costs incurred in correcting product failures. The recorded amount is adjusted from time to time for specifically identified
warranty exposure. Actual warranty expenses are charged against the Company’s estimated warranty liability when incurred. Factors that affect the
Company’s warranty liability include the number of installed units and historical and anticipated rates of warranty claims and cost per claim.

Foreign Currency Translation

Assets and liabilities of the Company’s wholly owned foreign subsidiaries are translated from their respective functional currencies at exchange rates in
effect at the balance sheet date, and revenues and expenses are translated at the monthly average exchanges rates. Any material resulting translation adjustments
are reflected as a separate component of stockholders’ equity. Realized foreign currency transaction gains and losses were not material during the three months
ended March 31, 2012 and March 26, 2011, respectively.
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Recent Accounting Pronouncements

In the first quarter of fiscal 2012, there were no accounting standard updates that would impact the Company’s financial statements.

3. Intangible Assets Intangible assets are carried at cost, less accumulated amortization, as disclosed in the following table (in thousands):

March 31, 2012 December 31, 2011
Gross Gross

Carrying Accumulated Carrying Accumulated

Amount Amortization Net Amount Amortization Net
Core developed technology $68,964 $(32,721) $36,243 $52,694 $ (31,447) $21,247
Customer relationships 54,740 (14,762) 39,978 54,740 (12,209) 42,531
Purchase order backlog 4,260 (4,260) — 4,260 (4,260) —
Trade name 2,290 (2,290) — 2,290 (2,290) —
Total amortizable intangible assets 130,254 (54,033) 76,221 113,984 (50,206) 63,778
In-process technology — — — 16,270 — 16,270
Total intangible assets, excluding goodwill $130,254  § (54,033) $76,221  $130,254  $(50,206) $ 80,048

The amortization expense was $3.8 million, and $2.2 million for the three months ended March 31, 2012 and March 26, 2011, respectively. Expected future

amortization for the fiscal years indicated is as follows (in thousands):

2012 $ 13,920
2013 18,561
2014 18,561
2015 18,561
2016 5,805
2017 813
Total $76,221

10
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4. Cash and Cash Equivalents

Cash and cash equivalents consist of the following (in thousands):

March 31, December 31,
2012 2011
Cash and cash equivalents:
Cash $ 29,730 $ 19,109
Money market funds 19,832 19,829
Total cash and cash equivalents $49,562 $ 38,938

As of March 31, 2012, the Company did not hold any marketable securities and therefore there were no unrealized gains or losses. In addition, the

Company did not experience any significant realized gains or losses on its investments through March 31, 2012. The Company’s money market funds
maintained a net asset value of $1.00 for all periods presented.

5. Balance Sheet Details

Inventory consisted of the following (in thousands):

March 31, December 31,
2012 2011
Raw materials $ 3,525 $ 3,077
Finished goods 33,632 41,527
Total inventory $37,157 $ 44,604
Accounts receivable, net consisted of the following (in thousands):
March 31, December 31,
2012 2011
Accounts receivable $49,394 $ 49,180
Allowance for doubtful accounts (422) (402)
Product return reserve (832) (835)
Accounts receivable, net $ 48,140 $ 47,943
Property and equipment, net, consisted of the following (in thousands):
March 31, December 31,
2012 2011
Computer equipment and purchased software $ 30,463 $ 28,477
Test equipment 30,551 29,849
Furnitures and fixtures 1,531 1,480
Leasehold improvements 6,453 6,342
Total 68,998 66,148
Accumulated depreciation (51,816) (50,018)

Property and equipment, net $ 17,182 $ 16,130

11
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Accrued liabilities consisted of the following (in thousands):

March 31, December 31,
2012 2011

Accrued compensation and related benefits $13,156 $ 12,406
Accrued warranty 11,849 12,104
Accrued professional and consulting fees 1,338 1,741
Accrued excess and obsolete inventory at contract manufacturers 2,799 3,784
Sales and use tax payable 1,043 861
Accrued customer rebates 1,463 1,549
Accrued other 4,273 3,769
Total accrued liabilities $35,921 $ 36,214

6. Commitments and Contingencies

The Company leases office space under non-cancelable operating leases. Certain of the Company’s operating leases contain renewal options and rent
acceleration clauses. Future minimum payments under the non-cancelable operating leases consisted of the following as of March 31, 2012 (in thousands):

2012 $2,566
2013 3,509
2014 1,303
2015 633
2016 91
Thereafter

Total $ 8,102

The Company leases its primary office space in Petaluma, California under a lease agreement that extends through February 2014. The Company
received a lease incentive consisting of $1.2 million in leasehold improvements provided by the lessor. The Company has capitalized the full amount of the
lease incentive and this incentive is being amortized through rent expense over the lease term. Payments under the Company’s operating leases that escalate over
the term of the lease are recognized as rent expense on a straight-line basis. The above table also includes future minimum lease payments for our facilities in
Minneapolis, Minnesota, Acton, Massachusetts, Nanjing, China, Richardson, Texas and Fremont and Santa Barbara, California, which expire at various
dates through 2016, and for certain equipment under non-cancelable operating lease agreements, obtained through our acquisition of Occam, which expire at
various dates through 2015.

Rent expense was $0.8 million and $0.7 million, for the three months ended March 31, 2012, and March 26, 2011, respectively.

Purchase Commitments

The Company’s primary contract manufacturers place orders for component inventory in advance based upon the Company’s build forecasts in order
to reduce manufacturing lead times and ensure adequate component supply. The components are used by the contract manufacturers to build our products
included in the build forecasts. The Company does not take ownership of the components and any outstanding orders do not represent firm purchase
commitments pursuant to the Company’s agreement with the contract manufacturer. The Company will provide purchase orders to its contract manufacturers
in order to fulfill its monthly finished product inventory requirements. The Company incurs a liability when the manufacturer has converted the component
inventory to a finished product and takes ownership of the inventory when transferred to the designated shipping warehouse. However, historically, the
Company has reimbursed its primary contract manufacturer for component inventory purchases when this inventory has been rendered excess or obsolete, for
example due to manufacturing and engineering change orders resulting from design changes, manufacturing discontinuation of parts by its suppliers, or in
cases where inventory levels greatly exceed projected demand. The estimated excess and obsolete inventory liabilities, which are included in accrued liabilities
in the accompanying balance sheets, were $2.8 million and $3.8 million as of March 31, 2012 and December 31, 2011, respectively. The Company records
these amounts in cost of products and services in its statement of operations.
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As of March 31, 2012, the Company had non-cancelable outstanding purchase orders of $4.1 million for finished goods to be delivered by its contract
manufacturers.

Accrued Warranty

The Company provides a warranty for its hardware products. Hardware generally has a one to five-year warranty from the date of shipment. The
Company accrues for potential warranty claims based on the Company’s historical claims experience. The adequacy of the accrual is reviewed on a periodic
basis and adjusted, if necessary, based on additional information as it becomes available.

Activity related to the product warranty is as follows (in thousands):

Three Months Ended

March 31, March 26,
2012 2011
Balance at beginning of period $12,104 $ 3,789
Accrued warranty from the Occam acquisition — 8,500
Warranty charged to cost of revenue 1,188 1,341
Utilization of warranty (1,443) (864)
Total accrued warranty $11,849 $12,766

Litigation
From time to time, the Company is involved in various legal proceedings arising from the normal course of business activities.

On September 16, 2010, the Company, two direct, wholly-owned subsidiaries of the Company, and Occam entered into an Agreement and Plan of
Merger and Reorganization (the “Merger Agreement”). In response to the announcement of the Merger Agreement, on September 17, 2010, September 20, 2010
and September 21, 2010, three purported class action complaints were filed by three purported stockholders of Occam in the California Superior Court for
Santa Barbara County: Kardosh v. Occam Networks, Inc., et al. (Case No. 1371748), or the Kardosh complaint; Kennedy v. Occam Networks, Inc., et al.
(Case No. 1371762), or the Kennedy complaint; and Moghaddam v. Occam Networks, Inc., et al. (Case No. 1371802), or the Moghaddam complaint,
respectively. The Kardosh, Kennedy and Moghaddam complaints, which are referred to collectively as the California class action complaints, are
substantially similar. Each of the California class action complaints names Occam, the pre-acquisition members of the Occam board of directors and us as
defendants.

The California class action complaints generally allege that the former members of the Occam board breached their fiduciary duties in connection with
the acquisition of Occam by Calix, by, among other things, engaging in an allegedly unfair process and agreeing to an allegedly unfair price for the proposed
merger transaction. The California class action complaints further allege that Occam and the other entity defendants aided and abetted the alleged breaches of
fiduciary duty. The plaintiffs in the California class action complaints sought injunctive relief rescinding the merger transaction and damages in an
unspecified amount, as well as costs, attorney’s fees, and other relief. On November 2, 2010, the three California class action complaints were consolidated
into a single action, with the plaintiffs in the Kardosh complaint appointed as the lead plaintiffs, and on November 19, 2010, the California Superior Court
issued an order staying the California class action complaints in favor of a substantively identical stockholder class action pending in the Delaware Court of
Chancery (see below). The California class action complaints remain stayed under that order.

On October 6, 2010, a purported class action complaint was filed by stockholders of Occam in the Delaware Court of Chancery: Steinhardt v. Howard-
Anderson, et al. (Case No. 5878-VCL). On November 24, 2010, these stockholders filed an amended complaint, or the amended Steinhardt complaint. The
amended Steinhardt complaint names Occam and the members of the Occam board of directors as defendants. The amended Steinhardt complaint does not
name Calix as a defendant.
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Like the California class action complaints, the amended Steinhardt complaint generally alleges that the members of the Occam board breached their
fiduciary duties in connection with the acquisition of Occam by Calix, by, among other things, engaging in an allegedly unfair process and agreeing to an
allegedly unfair price for the merger transaction. The amended Steinhardt complaint also alleges that Occam and the former members of the Occam board
breached their fiduciary duties by failing to disclose certain allegedly material facts about the merger transaction in the preliminary proxy statement and
prospectus included in the Registration Statement on Form S-4 that Calix filed with the SEC on November 2, 2010. The amended Steinhardt complaint sought
injunctive relief rescinding the merger transaction and award of damages in an unspecified amount, as well as plaintiffs’ costs, attorney’s fees, and other
relief.

The merger transaction was completed on February 22, 2011. On January 6, 2012, the Delaware court ruled on a motion for sanctions brought by the
defendants in the Delaware case against certain of the lead plaintiffs. The Delaware court found that lead plaintiffs Michael Steinhardt, Steinhardt Overseas
Management, L.P., and Ilex Partners, L.L.C., collectively the “Steinhardt Plaintiffs,” had engaged in improper trading of Calix shares, and dismissed the
Steinhardt Plaintiffs from the case with prejudice. The court further held that the Steinhardt Plaintiffs are: (i) barred from receiving any recovery from the
litigation, (ii) required to self-report to the SEC, (iii) directed to disclose their improper trading in any future application to serve as lead plaintiff, and
(iv) ordered to disgorge trading profits of $0.5 million, to be distributed to the remaining members of the class of former Occam stockholders. The Delaware
court also granted the motion of the remaining lead plaintiffs, Herbert Chen and Derek Sheeler, for class certification, and certified Messrs. Chen and Sheeler
as class representatives. Chen and Sheeler, on behalf of the class of similarly situated former Occam stockholders, continue to seek an award of damages in
an unspecified amount.

The Company believes that the allegations in the California and Delaware action are without merit and intends to continue to vigorously contest the
actions. However, there can be no assurance that the Company will be successful in defending these ongoing actions. In addition, the Company has
obligations, under certain circumstances, to hold harmless and indemnify each of the former Occam directors against judgments, fines, settlements and
expenses related to claims against such directors and otherwise to the fullest extent permitted under Delaware law and Occam’s bylaws and certificate of
incorporation. Such obligations may apply to these lawsuits.

On April 19, 2012, the Company and each member of our board of directors were sued by a purported shareholder in a purported class action
complaint filed in the Delaware Court of Chancery captioned Rebhun v. Calix, Inc., et al., C.A. No. 7444-CS. The Rebhun complaint arises from the
Company’s proposal to amend its Amended and Restated Certificate of Incorporation (“Certificate™) to designate the Chancery Court of the state of Delaware as
the exclusive forum for the resolution of intra-corporate disputes. The Rebhun complaint alleges that the definitive proxy statement filed by the Company on
April 9, 2012 fails to fully and fairly disclose the purposes, scope and effects of this proposed amendment, and further alleges that the Company’s directors
breached their fiduciary duties of loyalty, care and disclosure by adopting and recommending the proposed amendment.

On April 24, 2012, the Company filed additional definitive proxy soliciting materials with the SEC withdrawing the proposal to amend the Certificate
from the agenda for the Company’s May 23, 2012 annual meeting of stockholders.

The Company believes that the allegations of the Rebhun complaint are without merit and, in any event, are now moot. The Company intends to
continue to vigorously contest the Rebhun complaint, however, there can be no assurance that the Company will be successful in defending this action.

The Company is not currently a party to any other legal proceedings which, if determined adversely to the Company, would individually or in the
aggregate have a material adverse effect on the Company’s business, operating results or financial condition.

7. Fair Value Measurements

In accordance with Accounting Standard Codification Topic 820, Fair Value Measurements and Disclosures (ASC Topic 820), the Company measures
its cash, cash equivalents and marketable securities at fair value. ASC Topic 820 clarifies that fair value is an exit price, representing the amount that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants. As such, fair value is a market-based
measurement that should be determined based on assumptions that market participants would use in pricing an asset or liability. As a basis for considering
such assumptions, ASC Topic 820 establishes a three-tier value hierarchy, which prioritizes the inputs used in measuring fair value as follows:

Level 1 — Observable inputs that reflect quoted prices (unadjusted) for identical assets or liabilities in active markets.

Level 2 — Observable inputs other than quoted prices included in Level 1 for similar instruments in active markets, quoted prices for identical or similar
instruments in markets that are not active, and model-driven valuations in which all significant inputs and significant value drivers are observable in active
markets.

Level 3 — Unobservable inputs to the valuation derived from fair valuation techniques in which one or more significant inputs or significant value
drivers are unobservable. The fair value hierarchy also requires the Company to maximize the use of observable inputs, when available, and to minimize the
use of unobservable inputs when determining inputs and determining fair value.
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As of March 31, 2012 and December 31, 2011, the fair values of certain of the Company’s financial assets were determined using the following inputs

(in thousands):

As of March 31, 2012 Level 1 Level 2 Total
Money market funds $19,832 $— $19,832
Total $19,832 $— $ 19,832
As of December 31, 2011 Level 1 Level 2 Total
Money market funds $19,829 $— $19,829
Total $19,829 $— $19,829

The Company’s valuation techniques used to measure the fair values of money market funds were derived from quoted market prices as active markets

for these instruments exist. The company has no level 3 financial assets.

8. Net Loss per Share

Basic net loss per common share is calculated by dividing net loss by the weighted average number of common shares outstanding during the reporting
period. Diluted net loss per common share is calculated by giving effect to all potential dilutive common shares, including options, warrants, common stock
subject to repurchase and convertible preferred stock. For the three months ended March 31, 2012, unvested restricted stock awards are included in the
calculation of basic weighted average shares because such shares are participating securities, however they were immaterial.
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The following table sets forth the computation of basic and diluted net loss per share for the periods indicated (in thousands,
except per share data):

Three Months Ended

March 31, March 26,
2012 2011
Numerator:
Net loss $(7,521) $(22,756)
Denominator:
Weighted-average common shares outstanding 47,850 41,177
Basic and diluted net loss per common share $ (0.16) $ (0.55)

As the Company incurred net losses in the periods presented, the following table displays the Company’s other outstanding common stock equivalents
that were excluded from the computation of diluted net loss per share, as the effect of including them would have been anti-dilutive (in thousands):

Three Months Ended

March 31, March 26,
2012 2011
Restricted stock units 1,937 3,268
Stock Options 2,064 1,511
Employee Stock Purchase Plan 319 —
Warrants 23 65
Total common stock equivalents 4,343 4,844

9. Stockholders’ Equity
Capital Structure

The Company maintains three equity incentive plans the 2000 Stock Plan, the 2002 Stock Plan and 2010 Equity Incentive Plan (together, the “Plans™).
These plans were approved by the stockholders and are described in the Company’s Form 10-K filed with the SEC on February 24, 2012. In January 2012,
the board upon recommendation by our compensation committee approved the Long Term Incentive Program, under the 2010 Equity Incentive Award Plan.
Under this plan certain key employees of the Company are eligible for equity awards based on the Company’s stock price performance.

Preferred Stock

The board of directors has the authority, without action by stockholders with the exception of stockholders who hold board positions, to designate and
issue up to 5 million shares of preferred stock in one or more series and to fix the rights, preferences, privileges and restrictions thereof. These rights,
preferences and privileges could include dividend rights, conversion rights, voting rights, terms of redemption, liquidation preferences, sinking fund terms
and the number of shares constituting any series or the
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designation of such series, any or all of which may be greater than the rights of common stock. The issuance of the Company’s preferred stock could
adversely affect the voting power of holders of common stock and the likelihood that such holders will receive dividend payments and payments upon
liquidation. In addition, the issuance of preferred stock could have the effect of delaying, deferring or preventing a change in control of the Company or other
corporate action. Subsequent to the Company’s initial public offering and the conversion of all preferred stock outstanding at that date, the board of directors
has not designated any rights, preference or powers of any preferred stock and no shares of preferred stock have been issued.

Stock Based Compensation

Stock-based compensation expense associated with stock options, restricted stock units (“RSUs”), restricted stock awards (“RSAs”) and stock issued
under our Employee Stock Purchase Plan (“ESPP”) is measured at the grant date, based on the fair value of the award, and is recognized as expense over the
remaining requisite service period. During the three months ended March 31, 2012, the Company recorded stock-based compensation expense of $4.3 million.

In connection with the acquisition of Occam, on February 22, 2011, the Company issued 536,190 stock options and 42,654 RSUs to certain Occam
employees. The grants were in exchange for certain options and RSUs that were held by Occam employees prior to the acquisition which retained the original
vesting schedule of the initial Occam grants, except for certain equity awards held by Occam executives that were accelerated in association with their
severance agreements. The Company estimated the fair value of $5.9 million of the options and RSUs in accordance with ASC Topic 718. In accordance with
ASC Topic 805 the Company allocated the value of $1.4 million of certain options and RSUs to consideration in the business combination with the remaining
value of $4.5 million allocated to post-combination expense to be recognized over the remaining service period of the grants. The remaining unamortized portion
of these awards is $787,000 as of March 31, 2012 and included in the detail below .

Stock Options

The Company estimates the fair value of stock options in accordance with ASC Topic 718. The fair value of each option grant is estimated at the grant
date using the Black-Scholes option-pricing model with the following weighted-average assumptions:

Three Months Ended

March 31, March 26,
2012 2011
Expected volatility 56% 52%
Expected life (years) 6.25 6.25
Expected dividend yield — —
Risk free interest rate 1.13% 2.47%

The Company’s computation of expected volatility for the three months ended March 31, 2012, is based on the Company’s peer-group of similar
companies. The Company’s computation of expected term in the three months ended March 31, 2012, utilizes the simplified method in accordance with Staff
Accounting Bulletin No. 110 (SAB 110). The risk-free interest rate for periods within the contractual life of the option is based on the U.S. Treasury yield
curve in effect at the time of grant with maturities equal to the grant’s expected life. In addition, ASC Topic 718 requires the Company to estimate the number
of options that are expected to vest. Thus, the Company applies an estimated forfeiture rate based on actual forfeiture experience. The Company recognizes
stock-based compensation expense for the fair values of these awards on a straight-line basis over the requisite service period of each of these awards.

As of March 31, 2012, unrecognized stock-based compensation expense related to stock options of $9.6 million, net of estimated forfeitures, was
expected to be recognized over a weighted-average period of 3 years.

Restricted Stock Units

In September 2009, the Company began to grant RSUs to eligible employees, executives and outside directors. Each RSU represents a right to receive
one share of the Company’s common stock (subject to adjustment for certain specified changes in the capital structure of the Company) upon the completion
of a specific period of continued service.

The Company values the RSUs at fair value or the market price of the Company’s common stock on the date of grant. The Company recognizes non-
cash compensation expense for the fair values of these RSUs on a straight-line basis over the requisite service period of these awards.

The weighted-average grant date fair value of RSUs granted during the three months ended March 31, 2012 was $10.71 per share. As of March 31,
2012, unrecognized stock-based compensation expense related to RSUs of $20.3 million, net of estimated forfeitures, was expected to be recognized over a
weighted-average period of 2.7 years.
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Performance Restricted Stock Units

On January 1, 2012, the Company granted 170,000 performance RSUs to its executives. The performance criteria is based on the relative total
shareholder return or TSR of Calix common stock as compared to the TSR of the Company’s peer group. The Company established two-year and three-year
performance periods that are from January 1, 2012 to December 31, 2013 and 2014, respectively. The TSR is calculated by dividing (a) the average closing
trading price for the 90-day period ending on the last day of the applicable performance period by (b) the average closing trading price for the 90-day period
immediately proceeding January 1, 2012. This TSR is then used to derive the achievement ratio which is then multiplied by the number of units in the grant to
derive the common stock to be issued for each performance period. These performance RSUs are valued in accordance with the guidance of Topic 718, using
the Monte Carlo Simulation Technique, which simulates a range of possible future stock prices for Calix and its peer group to determine the fair value for each
performance period. The weighted average grant date fair value per RSUs for the two-year and three-year performance periods was $15.48 and $15.86,
respectively. As of March 31, 2012, unrecognized stock-based compensation expense related to performance units of $2.4 million, net of estimated forfeitures,
was expected to be recognized over a weighted-average period of 2.1 years.

Restricted Stock Awards

The Company granted 423,000 RSAs to executives during fiscal 2011. The Company values the RSAs at fair value or the market price of the
Company’s common stock on the date of grant. The Company recognizes compensation expense for the fair values of these RSAs on a straight-line basis over
the requisite service period of these awards. The weighted-average grant date fair value of RSAs was $21.67 per share. As of March 31, 2012, unrecognized
stock-based compensation expense related to RSAs of $7.6 million, net of estimated forfeitures, was expected to be recognized over a weighted-average period
of 3.3 years.

Employee Stock Purchase Plan.

The Company’s 2010 ESPP allows employees to purchase shares of the Company’s common stock through payroll deductions of up to 15 percent of
their annual compensation subject to certain Internal Revenue Code limitations. The price of common stock purchased under the plan is equal to 85 percent of
the lower of the fair market value of the common stock on the commencement date and exercise date of each of the six month offering period.

The ESPP provides for the issuance of a maximum of 1.0 million shares of common stock of which 0.6 million shares were available for issuance as of
March 31, 2012. For the three months ended March 31, 2012, stock-based compensation expense was $0.4 million

As of March 31, 2012, unrecognized stock-based compensation expense related to the ESPP of $0.3 million was expected to be recognized over a
remaining service period of 2 months.

10. Credit Facility

The Company has a revolving credit facility of $30.0 million based upon a percentage of eligible accounts receivable. Included in the revolving line are
amounts available under letters of credit and cash management services. The Company had outstanding letters of credit totaling $2.8 million as of
December 31, 2011. The Company is also required to pay commitment fees of 0.25% per annum on any unused portions of the facility. The revolving credit
facility matures on June 30, 2013.

11. Income Taxes

The Company has incurred operating losses since inception and so the losses have not been benefitted for tax purposes, and the provision relates to state
taxes not based on income, alternative minimum tax, and foreign income tax. Significant components affecting the tax rate include alternative minimum taxes ,
state tax, foreign tax and the utilization of losses carried forward.

ASC Topic 740, Accounting for Income Taxes provides for the recognition of deferred tax assets if realization of such assets is more likely than not.
The Company has established and continues to maintain a full valuation allowance against the Company’s net deferred tax assets as the Company does not
believe that realization of those assets is more likely than not.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations.

This report includes “forward-looking statements” within the meaning of Section 274 of the Securities Act and Section 21E of the Securities and
Exchange Act of 1934, as amended. All statements other than statements of historical facts are ‘‘forward-looking statements” for purposes of these
provisions, including any projections of earnings, revenues or other financial items, any statement of the plans and objectives of management for
future operations, any statements concerning proposed new products or licensing, any statements regarding product development, any statements
regarding future economic conditions or performance, and any statement of assumptions underlying any of the foregoing. In some cases, forward-
looking statements can be identified by the use of terminology such as “may,” “will,” “expects,” “plans,” “anticipates,” “estimates,” “potential,” or
“continue” or the negative thereof or other comparable terminology. Although we believe that the expectations reflected in the forward-looking
statements contained herein are reasonable, there can be no assurance that such expectations or any of the forward-looking statements will prove to
be correct, and actual results could differ materially from those projected or assumed in the forward-looking statements. Our future financial
condition and results of operations, as well as any forward-looking statements, are subject to inherent risks and uncertainties, including but not limited
to the Risk Factors set forth under Part II, Item 14 below, and for the reasons described elsewhere in this report. All forward-looking statements and
reasons why results may differ included in this report are made as of the date hereof, and we assume no obligation to update these forward-looking
statements or reasons why actual results might differ.

T

Overview

We 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 is 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.

We market our access systems and software to CSPs globally through our direct sales force as well as a limited number of resellers. As of March 31, 2012, we
have shipped over fourteen million ports of our Unified Access portfolio to more than 1000 customers worldwide, whose networks serve over 50 million
subscriber lines in total. Our customers include 17 of the 20 largest U.S. Incumbent Local Exchange Carriers, or ILECs. In addition, we have over 400
commercial video customers and have enabled over 600 customers to deploy gigabit passive optical network, or GPON, Active Ethernet and point-to-point
Ethernet fiber access networks.

Our revenue has increased to $78.6 million for the three months ended March 31, 2012, from $71.5 million for the three months ended March 26, 2011.
Continued revenue growth will depend on our ability to continue to sell our access systems and software to existing customers and to attract new customers,
including in particular, those customers in the large CSP and international markets. Since our inception we have incurred significant losses, and as of

March 31, 2012, we had an accumulated deficit of $471.6 million. Our net loss was $7.6 million and $22.8 million (which included merger-related and other
expenses of $16.3 million) for the three months ended March 31, 2012 and March 26, 2011, respectively.

Revenue fluctuations result from many factors, including but not limited to: increases or decreases in customer orders for our products and services, large
customer purchase agreements with special revenue considerations, varying budget cycles for our customers and seasonal buying patterns of our customers.
More specifically, our customers tend to spend less in the first fiscal quarter as they are finalizing their annual budgets. Customers then typically decide to
purchase our products during our second fiscal quarter. In our third fiscal quarter, customers are in the process of deploying such products and as a result
there is typically less spending. In addition, difficulties related to deploying products during the winter also tend to limit spending in the third quarter. Finally,
in our fourth fiscal quarter, customer purchases typically increase as customers are attempting to spend the rest of their budget for the year. As of March 31,
2012, our deferred revenue primarily includes certain RUS contracts that include installation services, services, special customer arrangements and ratable
recognized services totaling $34.2 million. The timing of deferred recognition may cause significant fluctuations in our revenue and operating results from
period to period.

Cost of revenue is strongly correlated to revenue and will tend to fluctuate from all of the aforementioned factors that could impact revenue. Other additional
factors that impact cost of revenue include changes in the mix of products delivered to our customers and changes in the cost of our inventory. Cost of revenue
includes fixed expenses related to our internal operations department which could impact our cost of revenue as a percentage of revenue, if there are large
sequential fluctuations to revenue.

Our gross profit and gross margin have been, and will likely be, impacted by several factors, including new product introduction or upgrades to existing
products, changes in customer mix, changes in the mix of products demanded and sold, shipment volumes, changes in our product costs, changes in pricing
and the extent of customer rebates and incentive programs. We believe our gross
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margin could increase due to favorable changes in these factors, for example, increases in sales of our advanced E series Ethernet service access platforms,
upgrades to our C7 platform, new introductions of our P-Series optical network terminal and reductions in the impact of rebate or similar programs. We
believe our gross margin could decrease due to unfavorable changes in factors such as increased product costs, pricing decreases due to competitive pressure
and an unfavorable customer or product mix. Changes in these factors could have a material impact on our future average selling prices and unit costs. Also,
the timing of deferred revenue recognition and related deferred costs can have a material impact on our gross profit and gross margin results. The timing of
recognition and the relative size of these arrangements could cause large fluctuations in our gross profit from period to period.

Our operating expenses have fluctuated based on the following factors: timing of variable sales compensation expenses due to fluctuations in order volumes,
timing of salary increases which have historically occurred in the second quarter, timing of research and development expenses including prototype builds and
intermittent outsourced development projects and increases in stock-based compensation expenses resulting from modifications to outstanding stock options.
Our operating expenses for fiscal 2011, includes merger-related expenses and amortization of intangible assets from our acquisition of Occam as discussed in
more detail below. As a result of the acquisition we have also incurred increased compensation costs across all operating expense categories due to additional
headcount and increased facility related costs. We anticipate that our operating expenses will increase in absolute dollar amounts but will decline as a
percentage of revenue over time.

As aresult of the fluctuations described above and a number of other factors, many of which are outside our control, our quarterly operating results fluctuate
from period to period. Comparing our operating results on a period to period basis may not be meaningful, and you should not rely on our past results as an
indication of our future performance.

Acquisition of Occam Networks

On February 22, 2011, we completed our acquisition of Occam Networks, Inc. (“Occam”), a provider of innovative broadband access products
designed to enable telecom service providers to offer bundled voice, video and high speed internet, or Triple Play, services over both fiber optic and copper
networks in a stock and cash transaction valued at approximately $213.1 million which consisted of $94.5 million of cash consideration and a value of
$118.6 million of common stock and equity awards issued. Through this acquisition, we expect to achieve the strategic benefits of creating a more competitive
and efficient company, more capable of competing against larger telecommunications equipment companies in more markets and significant cost synergies due
to the combined company. 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 also 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.

As a result of this acquisition, we recorded $50.6 million in goodwill and $97.7 million in other intangible assets. We are amortizing the definite-lived
intangible assets over their useful lives. See “Critical Accounting Policies and Use of Estimates—Goodwill and Intangible Assets” below for information
relating to these items and our test for impairment. Under purchase accounting rules, we revalued the acquired Occam assets and liabilities acquired at the time
of the acquisition, based on their fair value.

Critical Accounting Policies and Estimates

Our financial statements are prepared in accordance with U.S. generally accepted accounting principles, or 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 financial statements, as well as the
reported amounts of revenue and expenses during the periods presented. Management bases its estimates, assumptions and judgments on historical experience
and on various other factors that are believed to be reasonable under the circumstances. To the extent there are material differences between these estimates and
actual results, our financial statements will be affected. Our management evaluates its estimates, assumptions and judgments on an ongoing basis.

We believe the following critical accounting policies affect our more significant judgments and estimates used in the preparation of our financial statements.

Business Combination

In a business combination, we record tangible assets and liabilities and identifiable intangible assets acquired at their fair value. The excess of the purchase
price over the estimated fair values of the net tangible and intangible assets acquired is recorded as goodwill. The fair values assigned to the acquired assets
and assumed liabilities are based on valuations using management's best estimates and assumptions at the conclusion of the measurement period. During the
measurement period (which is not to exceed one year from the acquisition date), we are required to retrospectively adjust the provisional assets or liabilities if
new information is obtained about facts and circumstances that existed as of the acquisition date that, if known, would have resulted in the recognition of
those assets or liabilities as of that date. These assumptions and estimates include a market participant's use of the asset and the appropriate discount rates for
a market participant. Our estimates are based on historical experience and information obtained from the management of the acquired companies. Our
significant assumptions and estimates can include, but are not limited to, the cash flows that an asset is
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expected to generate in the future, the appropriate weighted-average cost of capital, and the cost savings expected to be derived from acquiring an asset. These
estimates are inherently uncertain and unpredictable. In addition, unanticipated events and circumstances may occur which may affect the accuracy or
validity of such estimates. We finalized the fair values of the acquired assets and assumed liabilities from Occam as of June 25, 2011.

Revenue Recognition

We derive revenue primarily from the sale of hardware products and related software. We recognize revenue when persuasive evidence of an arrangement exists,
delivery has occurred, the fee is fixed or determinable and collection of the resulting receivable is reasonably assured. We will generally use purchase agreement
and/or purchase order as evidence of an arrangement. Since the individual products and services meet the criteria for separate units of accounting, we will
recognize revenue upon delivery of each product and/or services. Post-sales software support revenue and extended warranty services revenue is deferred and
recognized
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ratably over the period during which the services are to be performed. Installation and training service arrangements are recognized upon delivery or completion
of performance. These service arrangements are typically short term in nature and are largely completed shortly after delivery of the product. Revenue from
package arrangements is recognized upon full delivery of the package. In instances where the Company determines that substantive acceptance provisions exist
in the customer agreement, revenue is deferred until all acceptance criteria have been met. We assess whether the fee is fixed or determinable based on the
payment terms associated with the transaction. Payment terms to customers predominantly range from net 30 to net 90 days. We assess the ability to collect
from our customers based primarily on the creditworthiness and past payment history of the customer. Shipping charges billed to customers are included in
revenue and the related shipping costs are included in cost of revenue. In certain cases, our products are sold along with services, which include installation,
training, post-sales software support and/or extended warranty services. To date, service revenue has comprised an insignificant portion of our revenue, and
we have not reported service revenue separately from product revenue in our financial statements. From time to time, we offer customers sales incentives,
which include volume rebates and discounts. These amounts are accrued on a quarterly basis and recorded net of revenue.

We adopted Accounting Standards Update ("ASU") No. 2009-13, Topic 605— Multiple-Deliverable Revenue Arrangements and ASU No. 2009-14, Topic
985—Certain Revenue Arrangements that Include Software Elements on a prospective basis as of the beginning of 2010 for new and materially modified
arrangements originating after December 31, 2009. Under the new standards, we allocate the total arrangement consideration to each separable element of an
arrangement based on the relative selling price of each element. Our products and services qualify as separate units of accounting. Products are typically
considered delivered upon shipment and are deemed to be non-contingent deliverables. We provide certain services at stated prices over a specified period of
time and must meet specified performance conditions. As such, we have determined that our individual services are contingent deliverables. In addition, we
provide specified packages of items considered a package arrangement which it also considers a contingent deliverable, and therefore we do not bill our
customers until we have fully delivered the package.

The amount of product and service revenue recognized in a given period is affected by the valuation of the units of accounting for multiple-element
arrangements. We use vendor-specific objective evidence or VSOE of fair value for each of the units, when available. We have established VSOE for our
training and post-sales software support services based on the normal pricing practices of these services when sold separately. In most instances, we are not
able to establish VSOE for other deliverables in an arrangement with multiple elements. This may be due to infrequently selling each element separately, not
pricing products within a narrow range, or only having a limited sales history. When VSOE cannot be established, we attempt to establish selling price of each
element based on third party evidence or TPE. TPE is determined based on competitor prices for similar deliverables when sold separately. Generally, our
marketing strategy differs from that of our peers and our offerings contain a significant level of customization and differentiation such that the comparable
pricing of products with similar functionality cannot be obtained. Furthermore, we are unable to reliably determine what similar competitor products' selling
prices are on a stand-alone basis. Therefore, we typically are not able to determine TPE. When we are unable to establish selling price using VSOE or TPE, we
use the best estimate of selling price or "BSP". The objective of BSP is to determine the price at which we would transact a sale if the product or service were
sold on a stand-alone basis. We determine BSP for a product or service by considering multiple factors including, but not limited to, geographies, market
conditions, competitive landscape, internal costs, gross margin objectives, characteristics of targeted customers and pricing practices. The determination of
BSP is made through consultation with and formal approval by management, taking into consideration the go-to-market strategy. We regularly review VSOE,
TPE and BSP and maintain internal controls over the establishment and updates of these estimates. There were no material impacts through March 31, 2012,
nor do we expect a material impact in the near term from changes in VSOE, TPE or BSP.

We enter into arrangements with certain of our customers who receive government supported loans and grants from the U.S. Department of Agriculture’s
Rural Utility Service (“RUS”) to finance capital spending. Under the terms of an RUS equipment contract that includes installation services, the customer
does not take possession and control and title does not pass until formal acceptance is obtained from the customer. Under this type of arrangement, we do not
recognize revenue until we have received formal acceptance from the customer. For RUS arrangements that do not involve installation services, we recognize
revenue in accordance with the revenue recognition policy described above.

Stock-Based Compensation

We adopted the applicable accounting guidance under ASC Topic 718 for share-based payment transactions using the modified prospective transition method.
Under the fair value recognition provisions of this guidance, stock-based awards are recorded at fair value as of the grant date and recognized to expense over
the employee's requisite service period (generally the vesting period), which we have elected to amortize on a straight-line basis. We estimate the fair value of
stock options using the Black-Scholes option-pricing model. This model requires various highly judgmental assumptions, including volatility, expected
forfeiture rates and expected option life, which have a significant impact on the fair value estimates. We derive our expected volatility based on our peer group
of publicly-traded companies in the industry in which we do business. The expected life of an
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option award is calculated using the "simplified" method provided in the SEC's Staff Accounting Bulletin 110, and takes into consideration the grant's
contractual life and vesting periods. We value RSUs and RSAs at fair value or the market price of our common stock on the date of grant.

During the three months ended March 31, 2012, we recorded stock-based compensation of $4.3 million. At March 31, 2012, we had $9.6 million of total
unrecognized compensation cost related to stock options, net of estimated forfeitures. This cost is expected to be recognized over a weighted average service
period of approximately 3.0 years. At March 31, 2012, we had $30.3 million of total unrecognized stock-based compensation cost related to restricted stock
units, or RSUs (including performance restricted stock units), and restricted stock awards or RSAs, net of estimated forfeitures. This cost is expected to be
recognized over a weighted average service period of approximately 2.78 years. To the extent that the actual forfeiture rate is different than what we have
anticipated, stock-based compensation related to these awards will be adjusted in future periods. The stock-based compensation expense decreased for the
quarter ended March 31, 2012, primarily due to the completion of vesting of restricted stock units granted in a company-wide stock option exchange program
which began amortizing at the date of our IPO on March 24, 2010 and were fully vested and amortized by April 2011.

Inventory Valuation

Inventory consisting of finished goods purchased from contract manufacturers is stated at the lower of cost, determined by the first-in, first-out method, or
market value. We regularly monitor inventory quantities on-hand and record write-downs for excess and obsolete inventories based on our estimate of demand
for our products, potential obsolescence of technology, product life cycles and whether pricing trends or forecasts indicate that the carrying value of inventory
exceeds our estimated selling price. These factors are impacted by market and economic conditions, technology changes and new product introductions and
require estimates that may include elements that are uncertain. Actual demand may differ from forecasted demand and may have a material effect on gross
margins. If inventory is written down, a new cost basis is established that cannot be increased in future periods. The sale of previously reserved inventory has
not had a material impact on our gross margins.
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Impairment of Goodwill and Intangible Assets

Goodwill is not amortized but instead is subject to an annual impairment test, or more frequently if events or changes in circumstances indicate that it may be
impaired. We evaluate goodwill on an annual basis as of the end of the second quarter of each year. The test for goodwill impairment is a two-step process. The
first step compares the fair value of each reporting unit with its respective carrying amount, including goodwill. If the fair value of the reporting unit exceeds its
carrying amount, goodwill of the reporting unit is not considered impaired and, therefore, the second step of the impairment test is unnecessary. The second
step, used to measure the amount of impairment loss, compares the implied fair value of each reporting unit's goodwill with the respective carrying amount of
that goodwill. If the carrying amount of the reporting unit goodwill exceeds the implied fair value of that goodwill, an impairment loss shall be recognized in an
amount equal to that excess. Management has determined that we operate as a single reporting unit and, therefore, evaluates goodwill impairment at the
enterprise level. This goodwill is not deductible for tax purposes, and there have been no adjustments to goodwill since the applicable acquisition date.
Intangible assets with finite useful lives are amortized over their estimated useful lives, generally four to five years, and reviewed for impairment whenever
events or changes in circumstances indicate an asset's carrying value may not be recoverable. We have reviewed events and changes to our business during the
quarter and have determined that there was no impairment to goodwill and intangible assets.
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Comparison of Three Months Ended March 31, 2012 and March 26, 2011

Revenue

The following table sets forth our revenue:

Three Months Ended

Variance Variance
March 31, March 26, in in
2012 2011 Dollars Percent
(in th ds, except per )
Revenue $78,565 $71,470 $7,095 10%

Our revenue is principally derived in the United States. During the three months ended March 31, 2012 and March 26, 2011, revenue generated in the
United States represented approximately 93% and 94%, respectively. Revenue increased during the first quarter of fiscal 2012 compared with the
corresponding period of fiscal 2011, due to an increase in shipment volume across our customer base primarily as a result of the Occam acquisition.

Cost of Revenue and Gross Profit

The following table sets forth our costs of revenue:

Three Months Ended

Variance
March 31, March 26, Variance in
2012 2011 in Dollars Percent
(in thousands, except percentages)
Cost of revenue:
Products and services $ 43,471 $ 39,308 $ 4,163 11%
Merger related expenses — 10,257 (10,257) (100)%
Amortization of intangible assets 1,275 1,516 241 16%
Total cost of revenue $44,746 $51,081 $ (6,335) (12)%
Gross profit $33,819 $20,389 $ 13,430 6 6%

Gross margin 43.0% 28.5%

Cost of revenues decreased during the first quarter of fiscal 2012 compared with the corresponding period of fiscal 2011, primarily due to a decrease in
merger-related expenses of $10.3 million as we did not incur any further merger related expenses subsequent to 2011. This decrease was partially offset by an
increase in cost of product and service revenues of $4.2 million due to an increase in revenue recognized during this period.
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Gross margin increased during the first quarter of fiscal 2012, primarily due to the absence of any merger related expenses and less acquisition related
amortization expense of intangible assets when compared to the corresponding period of fiscal 2011. Excluding merger-related expenses gross margin increased
slightly during the first three months of fiscal 2012 from 42.9% to 43%.

In connection with the acquisition of Occam, $30.3 million of the total purchase price was allocated to amortizable intangible assets which included core
developed technologies, purchase order backlog and trade name and is being amortized to cost of revenue. In connection with the acquisition of OSI, $28.9
million of the total purchase price was allocated to amortizable intangible assets which also included existing and core developed technologies, and purchase
order backlog. For the three months ended March 31, 2012 and March 26, 2011, we recorded amortization expense of $1.3 million and $1.5 million,
respectively. The amortization of intangible assets related to our acquisition of OSI was completed during the three months ended March 26, 2011. These
intangible assets related to Occam will amortize over their estimated useful lives.

Operating Expenses
Research and Development Expenses

The following table sets forth our research and development expenses:

Three Months Ended

Variance Variance
March 31, March 26, in in
2012 2011 Dollars Percent
(in th ds, except per )
Research and development $16,966 $15,039 $1,927 11%
Percent of total revenue 21.6% 21.0%

Research and development expenses increased during the first quarter of fiscal 2012 compared with the corresponding period in fiscal 2011, primarily
due to an increase in compensation and related costs from an increase in headcount and increased facilities related expenses, resulting from the acquisition of
Occam and the expansion of our China development center. In addition we also experienced an increase in prototype and consulting expenses related to new
product development and our pursuit of OSMINE certification. This increase was partially offset by a decrease in stock-based compensation expense resulting
from RSUs granted in a company-wide stock option exchange program which began amortizing at the date of our IPO on March 24, 2010 and were fully
vested and amortized in April 2011.

Sales and Marketing Expenses

The following table sets forth our sales and marketing expenses:

Three Months Ended

Variance Variance
March 31, March 26, in in
2012 2011 Dollars Percent
(in th ds, except per )
Sales and marketing $14,890 $12,066 $2,824 23%
Percent of total revenue 19% 16.9%

Sales and marketing expenses increased during the first quarter of fiscal 2012 compared with the corresponding period in fiscal 2011, primarily due to
an increase in compensation and related costs, as well as an increase in travel related costs resulting from an increase in headcount resulting from our
acquisition of Occam.
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General and Administrative Expenses

The following table sets forth our general and administrative expenses:

Three Months Ended

Variance Variance
March 31, March 26, in in
2012 2011 Dollars Percent
(in thousands, except percentages)
General and administrative $6,780 $9,308 $(2,528) 27)%

Percent of total revenue 8.6% 13%

General and administrative expenses decreased during the first quarter of fiscal 2012 compared with the corresponding period in fiscal 2011. The
decrease in the first quarter was primarily due to a decrease in stock-based compensation expense resulting from RSUs granted in a company-wide stock
option exchange program which began amortizing at the date of our IPO on March 24, 2010 and were fully vested and amortized in April 2011.

Merger-related and other expenses

The following table sets forth our merger-related and other expenses:

Three Months Ended

Variance Variance
March 31, March 26, in in
2012 2011 Dollars Percent
(in thousands)
Merger-related and other expenses $ — $6,041 $(6,041) (100)%

In connection with our acquisition of Occam, we incurred operating merger-related and other expenses of $6.0 million, which primarily consist of legal
and professional expenses, severance for terminated Occam employees, and salaries paid to transitional Occam employees. In addition, we incurred expenses
associated with consolidating facilities and stock-based compensation expense primarily related to accelerated vesting for certain Occam executives that
terminated subsequent to the acquisition date. We did not incur any merger related expenses subsequent to 2011.
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Amortization of Intangible Assets

The following table sets forth our amortization of intangible asset expenses:

Three Months Ended

Variance Variance
March 31, March 26, in in
2012 2011 Dollars Percent
(in t ds, except per )
Amortization of intangible assets $2,552 $ 669 $1,883 281%

In connection with the acquisition of Occam, $51.0 million of the total purchase price was allocated to the amortizable intangible asset, customer
relationships, which are being amortized to operating expenses. In connection with the acquisition of OSI, $3.7 million of the total purchase price was allocated
to customer relationships. For the three months ended March 31, 2012 and March 26, 2011, we recorded amortization expense of $2.6 million and $0.7
million, respectively. The amortization of intangible assets related to our acquisition of OSI was completed during the three months ended March 26, 2011.
The intangible assets related to Occam will amortize over their estimated useful lives.

Liquidity and Capital Resources

At March 31, 2012, we had cash, cash equivalents and marketable securities of $49.6 million, which primarily consisted of money market mutual
funds held at major financial institutions. We have a revolving credit facility of $30.0 million based upon a percentage of eligible accounts receivable. Included
in the revolving line are amounts available under letters of credit and cash management services. On February 22, 2011, we completed our acquisition of
Occam in a stock and cash transaction valued at approximately $213.1 million. We paid $94.4 million in cash as part of the acquisition cost which was
partially funded by cash assumed from Occam of $33.6 million.

Operating Activities

Our operating activities provided cash of $13.5 million in the three months ended March 31, 2012. This resulted primarily from non-cash charges of
$10.1 million (the majority of which consist of stock-based compensation expense and depreciation and amortization expense) and positive net changes in
operating assets and liabilities, largely offset by our net loss of $7.5 million. Cash inflows from changes in operating assets and liabilities included a net
decrease of $0.6 million in prepaids and other assets due to the utilization of these assets, $7.4 million related to the sell through of inventory, and an increase
in deferred revenue of $4.1 million. Cash outflows from operating activities primarily consisted of an increase in deferred cost of revenue of $1.1 million.

Our operating activities provided cash of $2.7 million in the three months ended March 26, 2011. This resulted primarily from non-cash charges of
$12.0 million (the majority of which consist of stock-based compensation expense and depreciation and amortization expense) and positive net changes in
operating assets and liabilities, partially offset by our net loss of $22.8 million. Cash inflows from changes in operating assets and liabilities included an
increase in accrued liabilities of $8.1 million primarily due to an increase in compensation related expenses such as our ESPP program which began on
December 1, 2010, and an increase in vacation and severance resulting from the increase in headcount primarily related to our acquisition of Occam, a
decrease in inventory of $4.4 million compared to the prior quarter from fewer purchases due to typically lower shipment volumes in the first quarter of each
fiscal year, a decrease in accounts receivable of $4.2 million due to fewer shipments when compared to the fourth quarter of 2010, an increase in deferred
revenue of $3.8 million from an increase in shipments to value-added resellers, or VARs, which is a new sales channel to us resulting from our acquisition of
Occam. These inflows were offset by cash outflows resulting from a decrease in accounts payable of $6.1 million primarily due to fewer inventory purchases
compared to the prior quarter due to typically lower shipment volumes in the first quarter of each fiscal year, an increase in deferred cost of revenue of $2.1
million related to the increase in deferred revenue from shipments to VARs. VARs were significant to Occam's sales channels and our acquisition of Occam
resulted in our increased use of VARs. Stock-based compensation increased significantly from RSUs issued in the stock option exchange program that began
vesting upon our IPO in March 2010 and were amortized over an approximately one year period that ended in April 2011.
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Investing Activities

Our cash used in investing activities in the three months ended March 31, 2012 consisted of capital expenditures of $3.0 million.

Our cash used in investing activities in the three months ended March 26, 2011 primarily consisted of our acquisition of Occam for $60.8 million, net
of $33.6 million of Occam cash assumed in the transaction, and capital expenditures of $1.7 million, partially offset by maturities of marketable securities of
$22.9 million.

Financing Activities

Our financing activities provided cash of $0.1 million in the three months ended March 31, 2012, which consisted of proceeds from the exercise of
stock options by our employees.

Our financing activities provided cash of $0.2 million in the three months ended March 26, 2011, which consisted of proceeds from the exercise of
stock options by our employees.

Working Capital and Capital Expenditure Needs

We currently have no material cash commitments, except for normal recurring trade payables, expense accruals, operating leases and firm purchase
commitments. In addition, we do not currently anticipate significant investment in property, plant and equipment, and we believe that our outsourced
approach to manufacturing provides us significant flexibility in both managing inventory levels and financing our inventory. We may be required to issue
performance bonds to satisfy requirements under our RUS-funded contracts. We issue letters of credit under our existing credit facility to support these
performance bonds. In the event we do not have sufficient capacity under our credit facility to support these bonds, we will have to purchase certificates of
deposit, which could materially impact our working capital or limit our ability to satisfy such contract requirements. At December 31, 2011 we had cash of
$0.8 million restricted for the issuance of surety performance bonds we acquired through our acquisition of Occam, There were no restrictions on our cash at
March 31, 2012. In the event that our revenue plan does not meet our expectations, we may eliminate or curtail expenditures to mitigate the impact on our
working capital.

We believe based on our current operating plan, our existing cash, cash equivalents and marketable securities and existing amounts available under our
revolving line will be sufficient to meet our anticipated cash needs for at least the next twelve months. Our future capital requirements will depend on many
factors including our rate of revenue growth, the timing and extent of spending to support development efforts, the expansion of sales and marketing activities,
the timing of introductions of new products and enhancements to existing products, the acquisition of new capabilities or technologies and the continued
market acceptance of our products. In the event that additional financing is required from outside sources, we may not be able to raise it on terms acceptable to
us or at all. If we are unable to raise additional capital when desired, our business, operating results and financial condition would be harmed.

Contractual Obligations and Commitments

The following table summarizes our contractual obligations at March 31, 2012 (in thousands):

Payments Due by Period

Less Than More Than
Total 1 Year 1-3 Years 4-5 Years 5 years
Operating lease obligations $ 8,102 $2,566 $4,812 724 $ —
Firm purchase commitments(1) 4,057 4,057 — — —
Total $12,159 $6,623 4,812 $ 724 $ —

(1)  Represents outstanding non-cancelable purchase orders for finished goods to be delivered by our contract manufacturers.

Future minimum lease payments under our lease for our primary office space in Petaluma, California and in Minneapolis, Minnesota, Acton,
Massachusetts, Richardson, Texas, Nanjing, China and Fremont and Santa Barbara, California are disclosed in the table above. The above table also
includes future minimum lease payments for certain equipment under non-cancelable operating lease agreements, related to our acquisition of Occam, which
expire at various dates through 2015.

In February 2009, we entered into a new lease agreement for our primary office in Petaluma that expires in February 2014. We received a lease incentive
consisting of $1.2 million in leasehold improvements provided by our lessor. We have capitalized the full amount of the lease incentive and are amortizing the
cost of the improvements over the lease term. Our lease in Minneapolis expires in March 2014, our lease in Acton expires in June 2016, our lease in Richardson
expires in October 2014, our lease in Nanjing expires in February 2016, our lease in Fremont expires in August 2015 and our lease in Santa Barbara expires in
July 2014.
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Off-Balance Sheet Arrangements
As of March 31, 2012 and December 31, 2011, we did not have any off-balance sheet arrangements.

Recent Accounting Pronouncements

In the first quarter of fiscal 2012, there were no accounting standard updates that would have a material impact on the Company’s financial statements.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
Interest Rate Risk

The primary objectives of our investment activity are to preserve principal, provide liquidity and maximize income without significantly increasing
risk. By policy, we do not enter into investments for trading or speculative purposes. Some of the securities in which we invest, however, may be subject to
interest rate risk. This means that a change in prevailing interest rates may cause the principal amount of the investment to fluctuate. To minimize this risk,
we invest in a variety of securities, which primarily consists of money market funds, U.S. government bonds, commercial paper and other debt securities of
domestic corporations. Due to the nature of these investments, we believe that we do not have any material exposure to changes in the fair value of our
investment portfolio as a result of changes in interest rates.

Our exposure to interest rates also relates to the increase or decrease in the amount of interest we must pay on our outstanding debt instruments. Any
outstanding borrowings under our term loan and line of credit bear a variable rate of interest based upon the applicable LIBOR or prime rate and is adjusted
monthly based upon changes in the Federal Reserve’s prime rate. On May 4, 2010, we paid down our outstanding term loan of $20.0 million, which bore
interest at LIBOR (not less than 1.25%) plus 6.50%, in its entirety including outstanding accrued interest and prepayment penalties of $0.4 million. As of
March 31, 2012, we had no term loans outstanding. As of March 31, 2012, there were no outstanding borrowings under the revolving credit facility.

Foreign Currency Risk

Our sales contracts and vendor payables are primarily denominated in U.S. dollars and, therefore, the majority of our revenues and operating expenses
are not subject to foreign currency risk.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Based on their evaluation as of March 31, 2012, our Chief Executive Officer and Chief Financial Officer, with the participation of our management,
have concluded that our disclosure controls and procedures (as defined in Rules 13a—15(e) and 15d—15(e) of the Securities Exchange Act of 1934) were
effective at the reasonable assurance level.

Limitations on the Effectiveness of Controls

Our disclosure controls and procedures provide our Chief Executive Officer and Chief Financial Officer reasonable assurances that our disclosure
controls and procedures will achieve their objectives. However, our management, including our Chief Executive Officer and Chief Financial Officer, does not
expect that our disclosure controls and procedures or our internal control over financial reporting can or will prevent all human error. A control system, no
matter how well designed and implemented, can provide only reasonable, not absolute, assurance that the objectives of the control system are met.
Furthermore, the design of a control system must reflect the fact that there are internal resource constraints, and the benefit of controls must be weighed relative
to their corresponding costs. Because of the limitations in all control systems, no evaluation of controls can provide complete assurance that all control issues
and instances of error, if any, within our company are detected. These inherent limitations include the realities that judgments in decision-making can be
faulty, and that breakdowns can occur due to human error or mistake. Additionally, controls, no matter how well designed, could be circumvented by the
individual acts of specific persons within the organization. The design of any system of controls is also based in part upon certain assumptions about the
likelihood of future events, and there can be no assurance that any design will succeed in achieving its stated objectives under all potential future conditions.

Changes in Internal Control over Financial Reporting

There was no change in our internal control over financial reporting identified in connection with the evaluation required by Rule 13a-15(d) and 15d-
15(d) of the Exchange Act that occurred during the period covered by this report that has materially affected, or is reasonably likely to materially affect, our
internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, the Company is involved in various legal proceedings arising from the normal course of business activities.

On September 16, 2010, the Company, two direct, wholly-owned subsidiaries of the Company and Occam, entered into an Agreement and Plan of
Merger and Reorganization or (the “Merger Agreement”). In response to the announcement of the Merger Agreement, on September 17, 2010, September 20,
2010 and September 21, 2010, three purported class action complaints were filed by three purported stockholders of Occam in the California Superior Court
for Santa Barbara County: Kardosh v. Occam Networks, Inc., et al. (Case No. 1371748), or the Kardosh complaint; Kennedy v. Occam Networks, Inc., et
al. (Case No. 1371762), or the Kennedy complaint; and Moghaddam v. Occam Networks, Inc., et al. (Case No. 1371802), or the Moghaddam complaint,
respectively. The Kardosh, Kennedy and Moghaddam complaints, which are referred to collectively as the California class action complaints, are
substantially similar. Each of the California class action complaints names Occam, the pre-acquisition members of the Occam board of directors and us as
defendants.

The California class action complaints generally allege that the former members of the Occam board breached their fiduciary duties in connection with
the acquisition of Occam by Calix, by, among other things, engaging in an allegedly unfair process and agreeing to an allegedly unfair price for the proposed
merger transaction. The California class action complaints further allege that Occam and the other entity defendants aided and abetted the alleged breaches of
fiduciary duty. The plaintiffs in the California class action complaints sought injunctive relief rescinding the merger transaction and damages in an
unspecified amount, as well as costs, attorney’s fees, and other relief. On November 2, 2010, the three California class action complaints were consolidated
into a single action, with the plaintiffs in the Kardosh complaint appointed as the lead plaintiffs, and on November 19, 2010, the California Superior Court
issued an order staying the California class action complaints in favor of a substantively identical stockholder class action pending in the Delaware Court of
Chancery (see below). The California class action complaints remain stayed under that order.

On October 6, 2010, a purported class action complaint was filed by stockholders of Occam in the Delaware Court of Chancery: Steinhardt v. Howard-
Anderson, et al. (Case No. 5878-VCL). On November 24, 2010, these stockholders filed an amended complaint, or the amended Steinhardt complaint. The
amended Steinhardt complaint names Occam and the members of the Occam board of directors as defendants. The amended Steinhardt complaint does not
name Calix as a defendant.

Like the California class action complaints, the amended Steinhardt complaint generally alleges that the members of the Occam board breached their
fiduciary duties in connection with the acquisition of Occam by Calix, by, among other things, engaging in an allegedly unfair process and agreeing to an
allegedly unfair price for the merger transaction. The amended Steinhardt complaint also alleges that Occam and the former members of the Occam board
breached their fiduciary duties by failing to disclose certain allegedly material facts about the merger transaction in the preliminary proxy statement and
prospectus included in the Registration Statement on Form S-4 that Calix filed with the SEC on November 2, 2010. The amended Steinhardt complaint sought
injunctive relief rescinding the merger transaction and award of damages in an unspecified amount, as well as plaintiffs’ costs, attorney’s fees, and other
relief.

The merger transaction was completed on February 22, 2011.

On January 6, 2012, the Delaware court ruled on a motion for sanctions brought by the defendants in the Delaware case against certain of the lead
plaintiffs. The Delaware court found that lead plaintiffs Michael Steinhardt, Steinhardt Overseas Management, L.P., and Ilex Partners, L.L.C., collectively the
“Steinhardt Plaintiffs” had engaged in improper trading of Calix shares, and dismissed the Steinhardt Plaintiffs from the case with prejudice. The court
further held that the Steinhardt Plaintiffs are: (i) barred from receiving any recovery from the litigation, (ii) required to self-report to the SEC, (iii) directed to
disclose their improper trading in any future application to serve as lead plaintiff, and (iv) ordered to disgorge trading profits of $0.5 million, to be distributed
to the remaining members of the class of former Occam stockholders. The Delaware court also granted the motion of the remaining lead plaintiffs, Herbert
Chen and Derek Sheeler, for class certification, and certified Messrs. Chen and Sheeler as class representatives. Chen and Sheeler, on behalf of the class of
similarly situated former Occam stockholders, continue to seek an award of damages in an unspecified amount.

We believe that the allegations in the California and Delaware action are without merit and intend to continue to vigorously contest the actions. However,
there can be no assurance that we will be successful in defending these ongoing actions. In addition, we have obligations, under certain circumstances, to hold
harmless and indemnify each of the former Occam directors against judgments, fines, settlements and expenses related to claims against such directors and
otherwise to the fullest extent permitted under Delaware law and Occam’s bylaws and certificate of incorporation. Such obligations may apply to these
lawsuits.

On April 19, 2012, the Company and each member of our board of directors were sued by a purported shareholder in a purported class action
complaint filed in the Delaware Court of Chancery captioned Rebhun v. Calix, Inc., et al., C.A. No. 7444-CS. The Rebhun complaint arises from our proposal
to amend its Amended and Restated Certificate of Incorporation (“Certificate”) to designate the Chancery Court of the state of Delaware as the exclusive forum
for the resolution of intra-corporate disputes. The Rebhun complaint alleges that the definitive proxy statement filed by us on April 9, 2012 fails to fully and
fairly disclose the purposes, scope and effects of this proposed amendment, and further alleges that our directors breached their fiduciary duties of loyalty,
care and disclosure by adopting and recommending the proposed amendment.

On April 24, 2012, we filed additional definitive proxy soliciting materials with the SEC withdrawing the proposal to amend the Certificate from the
agenda for our May 23, 2012 annual meeting of stockholders.

We believe that the allegations of the Rebhun complaint are without merit and, in any event, are now moot. We intend to continue to vigorously contest
the Rebhun complaint, however, there can be no assurance that we will be successful in defending this action.

We are not currently a party to any other legal proceedings which, if determined adversely to us, would individually or in the aggregate have a material
adverse effect on our business, operating results or financial condition.
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Item 1A. Risk Factors

Investors should carefully consider, in connection with the other information in this report, the factors discussed in Part I, “Item 1 A: Risk Factors” on

pages 21 through 36 of the Company’s 2011 Annual Report on Form 10-K. These factors could cause our actual results to differ materially from those stated
in forward-looking statements contained in this document and elsewhere. There have been no additions to or changes in the risk factors presented in our
Annual Report on Form 10-K.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds.
Unregistered Sales of Equity Securities

There were no unregistered sales, or purchases made by or on behalf of us or by any affiliated purchaser, of our equity securities during the three month
period ended March 31, 2012.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Disclosures.

None.

Item 5. Other Information.

None.
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Item 6.

Exhibit

Number

10.20
31.1

31.2

32.1

101

*k

Exhibits.

Description

Entry into a Material Definitive Agreement — Employment agreement for Vice President of International Sales and Marketing

Rule 13a-14(a) Certifications as filed by the Chief Executive Officer pursuant to SEC release No. 33-8212 and
34-47551.

Rule 13a-14(a) Certifications as filed by the Chief Financial Officer pursuant to SEC release No. 33-8212 and
34-47551.

Section 1350 Certifications as furnished by the Chief Executive Officer and the Chief Financial Officer pursuant to SEC release No. 33-8212
and 34-47551.

The following materials from Calix Quarterly Report on Form 10-Q for the quarter ended September 24, 2011, formatted in XBRL (Extensible
Business Reporting Language(XBRL)): (i) the Condensed Consolidated Statements of Operations, (ii) the Condensed Consolidated Balance
Sheets, and (iii) the Condensed Consolidated Statements of Cash Flows, and (iv) Notes to Condensed Consolidated Financial Statements**

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**

In accordance with Rule 406T of Regulation S-T, the XBRL information is furnished and not filed herewith, is not a part of a registration statement or

Prospectus for purposes of sections 11 or 12 of the Securities Act of 1933, is deemed not filed for purposes of section 18 of the Securities Exchange Act
of 1934, and otherwise is not subject to liability under these sections.
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SIGNATURES

Pursuant to the requirements 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.

CALIX, INC.
(Registrant)
Dated: May 3, 2012 By: /s/ Carl Russo
Carl Russo
Chief Executive Officer
(Principal Executive Officer)
Dated: May 3, 2012 By: /s/ Michael Ashby
Michael Ashby
Chief Financial Officer

(Principal Financial Officer)
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Exhibit 10.20
Andrew Lockhart

TERMS AND CONDITIONS OF EMPLOYMENT

Employer’s name and address: Calix, Inc., a Delaware US corporation (the “Company”)

Employee’s name and address: Andrew Lockhart, 113 Castelnau, London SW13 9EL, England (“you”).

In terms of the Employment Rights Act 1996 (the “Act”) this document (the “Agreement”) gives details of your terms and conditions of employment with
the Company together with other workplace information, as at February 2, 2011.

Company and you agree that this Agreement shall be assigned to a wholly owned UK subsidiary of Calix, Inc. as soon as such entity is legally incorporated,
and that such entity shall be considered the “Company” for purposes of this Agreement from and after the date of such assignment.

1.2
1.3

JOB TITLE AND DUTIES

You are employed as Senior Vice President, International Field Operations with effect from the earlier to occur of 90 days following the signature of this
Agreement or an earlier date to be agreed between you and the Company (the “Start Date”), with the following responsibilities:

The Senior Vice President, International Field Operations will be responsible for implementing and driving the strategic direction of business
growth internationally. This position will be responsible for identifying and initiating sales efforts, product insertion strategies, building customer
relationships and creating detailed account strategies within EMEA, APAC and South America. The position will also be responsible for building
and growing the following organizations internationally: Field Marketing, Sales Operations, Technical Support and Customer Service.

You will perform all duties required of you by the Company, commensurate with the job title and description set forth in Clause 1.1 above.

Whilst employed by the Company you must:

(a)

(b)

(©
(d)

during your hours of work devote the whole of your time, attention and abilities to the business of the Company and carry out your duties with
due care and attention;

not, without the Company’s prior written consent, be in any way directly or indirectly engaged or concerned with any other business or
employment whether during or outside your hours of work for the Company (provided, however, that you may continue to act as an industry
advisor to Telesoft Partners during non-business hours, so long as such activity does not interfere with the performance of your responsibilities
under this Agreement);

use your best efforts to promote and protect the interests of the Company and observe the utmost good faith towards the Company; and

comply with all the Company’s rules, regulations and policies from time to time in force and any rules which the Company’s clients may require
you to observe whilst working on their premises.



2.
2.1
2.2
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3.4

3.5
3.6

4.2

4.3

COMMENCEMENT OF EMPLOYMENT
Your period of continuous employment with the Company commenced on Start Date.

No employment with a previous employer counts as part of your period of continuous employment with the Company.

REMUNERATION

Your gross basic salary is £180,000 per annum (or such other sum as agreed between you and the Company from time to time). The salary will be paid
after deduction of all taxes and national insurance contributions and is payable in equal monthly instalments on or around the last day of each month
into your nominated bank account.

The Compensation Committee of the Calix, Inc. Board of Directors (“Compensation Committee”) will review your salary on an annual basis based on
your performance and the Company’s performance.

You will also be paid a benefits allowance in the total sum necessary to allow you to purchase medical expenses insurance and long term disability
insurance. The benefits allowance will be paid, after deduction of all taxes and national insurance contributions, into your nominated bank account
upon the Company’s receipt of documentation of the actual costs to you of such benefits. As and when the Company, in its discretion, introduces
medical expenses insurance and long term disability insurance benefits for its executives based in the UK, you will become eligible for such plans and
this benefits allowance will be cease to be payable by the Company.

You will also be eligible to participate in any pension or car allowance schemes that the Company shall, in its discretion, later put in place for UK-based
executives.

You will be eligible for the Calix Executive Change in Control Severance Plan, a copy of which has been provided to you.

For the purposes of the Employment Rights Act 1996, sections 13-27, you agree that the Company may deduct from your remuneration any sums due
from you to the Company including, without limitation, your pension contributions (if any) and any overpayments, loans or advances made to you by
the Company.

BONUS

You will be eligible to receive an annual bonus and your target annual bonus will be a sum of £58,375. The actual amount of bonus to be paid to you,
if any, will be determined by whether Calix, Inc. has met its annual corporate bonus payout goals. You will not be entitled to receive any payment of
bonus unless you are in employment (and have not given or received notice of termination) at the date the bonus is paid to you.

You will also be eligible to participate in the Company’s variable sales compensation program, subject always to the rules of that program, from time to
time. As part of this variable compensation program, your annual target incentive compensation is estimated to be £96,625 based on the achievement of
all your objectives for that year. The Compensation Committee will, in its sole discretion, determine the extent to which you have met your objectives and
the amount of any incentive compensation due to you for any particular year.

You will be eligible to receive a sign-on bonus of £25,000 at the same time as you receive your first payment of salary from the Company. This sign-on
bonus is subject to applicable income tax and National Insurance contributions deductions.

2
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4.5

5.2

7.1
72

7.3

8.2

If you resign or are dismissed for gross misconduct at any time before the first anniversary of the Start Date, you will repay, within 30 days of the
termination of your employment, a sum equal to 1/12th of the sign-on bonus paid by Company multiplied by the number of months, including partial
months, between the date of termination of the employment and the first anniversary of the Start Date. (Example — total bonus, £10,000; start date
1/1/10; termination date 7/1/10; repayment amount £5,000.00 {£10,000+12 = £833.33 x 6})

The repayment amount calculated in accordance with clause 4.4 may be deducted from any and all amounts due to you from the Company, including,
without limitation, wages, accrued holiday pay, bonuses and variable compensation, and you expressly authorize the Company to effect such
deductions.

STOCK OPTIONS

The Company will recommend that the Calix, Inc. Board of Directors grant you an option to purchase 250,000 shares of Calix, Inc. common stock
(“Shares”) with an exercise price equal to the fair market value on the date of the grant, as determined by the Board of Directors. This option will vest
during the period that you remain continuously employed by the Company at the rate of 25% of the Shares on the first anniversary of the date of this
Agreement, with the remainder of the Shares vesting monthly thereafter in equal installments over the next 36 months. Vesting will depend on your
continued employment with the Company. The grant of the options is at the sole discretion of the Board of Directors.

The stock options will be subject to the terms of the Calix, Inc. 2010 Stock Option Plan as amended from time to time, and any award agreement
documenting the grant.

EXPENSES

The Company shall reimburse to you (against receipts or other appropriate evidence as the Company may require) the amount of all out-of-pocket
expenses reasonably and properly incurred by you in the proper performance of your duties hereunder in accordance with the Company’s expenses
policy in force from time to time.

NORMAL HOURS OF WORK
Your normal hours of work are 9am to 5.30pm Monday to Friday inclusive with one hour break for lunch each day.

You may from time to time be required to work additional hours in order to properly perform your duties and/or allow the Company to meet its
obligations to its clients. You are not entitled to additional remuneration for hours worked in excess of your normal hours.

In particular, you agree to work hours that exceed the maximum average weekly working time limit of 48 hours imposed by the Working Time
Regulations 1998. You may withdraw your agreement on giving to the Company one month’s prior written notice.

PLACE OF WORK

Your normal place of work will be in a location in greater London to be agreed between you and the Company, but the Company may change your
normal place of work on giving you at least one month’s notice of any permanent change to your normal place of work. Provided, however, that the
Company shall not, without your agreement, change your normal place of work to a location outside of a 50 mile radius of the place of work stated
above.

You may be required to work at any of the Company’s premises or at the premises of its customers, clients, suppliers or associates wherever in the
world from time to time.
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9.1
9.2
9.3
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11.

11.1
11.2
11.3
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11.5
11.6

12.
12.1

12.2

You may be required to work overseas for periods exceeding one month, however there are currently no particulars to be entered in this regard.

NOTICE

The length of prior written notice that you must give the Company in order to terminate your employment is 3 months.
The Company must give you 3 months notice to terminate your employment

If you are dismissed for gross misconduct, you will receive no notice.

The Company may, at its absolute discretion, require you not to attend at work and/or not to undertake all or any of your duties hereunder during any
period of notice (whether given by the Company or you), provided always that the Company shall continue to pay your salary and those benefits set out
in Clause 3.3. For the avoidance of doubt, there is no obligation on the Company to provide you with any work during any period of notice and you will
not be entitled to work on your own account or on account of any other person, firm or company during that period.

NORMAL RETIREMENT AGE

The Company’s normal retirement age for men and women is 65. However, the Company will duly consider any request by the Employee to work
beyond that age in accordance with the Employment Equality (Age) Regulations 2006.

HOLIDAYS AND HOLIDAY PAY

You are entitled, in addition to all public and bank holidays recognised in England, to 25 working days paid holiday in each holiday year.
The Company’s holiday year runs from 1st January to 31st December.

If your employment begins or ends part way through the holiday year your holiday entitlement for that year will be assessed on a pro rata basis.

On termination of your employment you will be entitled to pay in lieu of any holidays which have accrued to you in the holiday year in which the
termination takes place but which you have not taken at that time. The Company may require you to take unused holidays during your notice period. If
on the termination of your employment, you have taken holidays in excess of the statutory holiday entitlement which has accrued to you at that time you
will be required to repay to the Company holiday pay in respect of those holidays.

Holidays must be taken at times agreed by the Company and sufficient notice of a request to take holiday must be given to the Company.

All holidays must be taken in the holiday year in which they accrue and cannot be carried over to the next holiday year without the prior consent of the
Company.

SICKNESS OR OTHER ABSENCE

If you are absent from work for any reason and your absence has not previously been authorised by the Company you must inform the Company by
9am on your first day of absence.

In respect of absence due to sickness, injury or accident that continues for more than 7 consecutive days (including weekends) you must provide the
Company with a fit note from a
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12.4

12.5

12.6

13.
13.1

13.2

14.

doctor or registered medical practitioner stating the reason for the absence. Thereafter fit notes must be provided to the Company to cover the remainder
of the period of continuing sickness absence. Failure to follow these requirements may result in disciplinary action and loss of Statutory Sick Pay.

If you are absent from work due to sickness, injury or accident and comply with the requirements in this Clause you will be paid, subject to the
provision of a fit note from a registered medical practitioner:

(@)  Your full basic salary and benefits for the first eight weeks of sickness absence; and
(b) Statutory Sick Pay in accordance with the provisions of the applicable legislation for any further sickness absence in any twelve-month period.
For the purposes of Statutory Sick Pay, the “qualifying days” are Monday to Friday inclusive.

Payment of any salary for the first eight weeks of sickness absence made in accordance with Clause 12.3(a) above, if applicable, shall be made less an
amount equivalent to any Statutory Sick Pay payable to you.

The Company reserves the right to require you to undergo a medical examination conducted by a doctor nominated by the Company, at the Company’s
expense.

If the sickness, injury or accident is caused by the act or omission of a third party you must, at the Company’s request, include in any claim for
damages against such third party a claim in respect of moneys paid by the Company under this Clause 12 and must refund to the Company any
damages recovered under that head.

PENSION

The Company does not operate a pension scheme applicable to your employment. You will be eligible to participate in a pension scheme if the Company
establishes a pension scheme in the future.

In the event that you make documented contributions to a private pension or retirement savings scheme, the Company will pay matching annual
contributions into such private pension or retirement scheme in the amount of 40% of your annual contributions, to a maximum annual contribution by
the Company of 6% of the gross basic salary set forth in Clause 3.1 above.

CONFIDENTIALITY

You must not (except in the proper performance of your duties) while employed by the Company or at any time (without limit) after the date on which
your employment with the Company terminates:

(a)  divulge or communicate to any person;
(b)  use for your own purposes or for any purposes other than those of the Company or, as appropriate, any of its clients; or
(c)  through any failure to exercise due care and diligence, cause any unauthorised disclosure of;

any trade secrets or confidential information relating to the Company, or of Calix, Inc., a Delaware, US corporation, or any of its direct or indirect
subsidiaries or affiliates (collectively each a “Calix Company”), or any clients of any Calix Company. You must at all times use
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15.1
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15.3

154

15.5

15.6

your best endeavours to prevent publication or disclosure of any trade secrets or confidential information. These restrictions shall cease to apply to any
information which shall become available to the public generally otherwise than through the default by you.

INVENTIONS AND OTHER WORKS

For the purposes of this Clause, “Intellectual Property Rights” means any and all existing and future intellectual or industrial property rights (whether
registered or unregistered) including but not limited to all existing and future patents, copyrights, design rights, database rights, trade marks, semi-
conductor topography rights, plant varieties rights, internet rights/domain names, know-how, confidential information and any and all applications for
any of the foregoing and any and all rights to apply for any of the foregoing.

During your employment with the Company, you may either alone or in conjunction with others, generate or assist in the generation of documents,
materials, designs, drawings, processes, formulae, computer coding, methodologies, confidential information and other works which relate to the
business of the Company or any Calix Company or which are capable of being used or adapted for use therein or in connection therewith ( “Works™)
and you agree that in respect of any such Works and all Intellectual Property Rights in relation thereto, you are obliged to further the interests of the
Company and any Calix Company.

You must immediately disclose to the Company all Works and all related Intellectual Property Rights. Both the Works and the related Intellectual
Property Rights will (subject to sections 39 to 43 Patents Act 1977) belong to and be the absolute property of the Company or any other person the
Company may nominate.

You shall immediately on request by the Company (whether during or after the termination of your employment) and at the expense of the Company:

(a) apply or join with the Company in applying for any Intellectual Property Rights or other protection or registration ( “Protection”) in the United
Kingdom and in any other part of the world for, or in relation to, any Works;

(b) execute all instruments and do all things necessary for vesting the Works or Protection when obtained and all right, title and interest to and in the
same absolutely and as sole beneficial owner in the Company or other person as the Company may nominate; and

(c) sign and execute any documents and do any acts reasonably required by the Company in connection with any proceedings in respect of any
applications and any publication or application for revocation of any Protection,

You hereby irrevocably and unconditionally waive all rights under Chapter IV Copyright, Designs and Patents Act 1988 and any other moral rights
which you may have in any Works in whatever parts of the world such rights may be enforceable including:

(a)  the right conferred by section 77 of that Act to be identified as the author of any such Works; and
(b) the right conferred by section 80 of that Act not to have any such Works subjected to derogatory treatment.

You hereby irrevocably appoint the Company to be your attorney and in your name and on your behalf to execute any such act and to sign all deeds and
documents and generally to use your name for the purpose of giving to the Company the full benefit of this Clause. You agree that, with respect to any
third parties, a certificate signed by any duly authorised officer of the Company that any act or deed or document falls within the authority hereby
conferred shall be conclusive evidence that this is the case.



15.7 Nothing in this Clause shall be construed as restricting your rights or those of the Company under sections 39 to 43 Patents Act 1977.

15.8 You agree that, in addition to this clause, you will, if requested by the Company, sign up to any standard policies in relation to any Works implemented

16.

17.
17.1

by the Company from time to time.

DATA PROTECTION

By signing this Agreement, you acknowledge and agree that the Company and any other Calix company is permitted to hold and process personal (and
sensitive) information and data about you as part of its personnel and other business records; and may use such information in the course of the
Company’s business. You agree that the Company and any other Calix company may disclose such information to third parties; including where they
are situated outside the European Economic Area, in the event that such disclosure is in the Company’s view required for the proper conduct of the
Company’s business or that of any associated company. This Clause applies to information held, used or disclosed in any medium.

RESTRICTIONS

In the course of your employment you will be exposed to confidential information and will acquire other proprietary knowledge relating to the Company’s
and other Calix companies’ current and planned operations. Therefore, subject to the terms of Clause 17.2, you will not during the period of your
employment with the Company and for a period of six months after the termination of your employment, either directly, or indirectly through any other
person, firm or other organisation:

(a)  solicit, entice or induce any person, firm or other organisation which at any time during the last year of your employment with the Company was
a supplier of the Company or a Calix Company (and with whom you were actively involved during that time) to reduce the level of business
between the supplier and the Company or the Calix Company and you will not approach any supplier for that purpose or authorise or approve the
taking of such actions by any other person;

(b) solicit business which is of the same or similar nature as the business with which you were involved at any time during the last year of your
employment with the Company (such business referred to as the “Business™) from any person, firm or other organisation which at any time
during the last year of your employment with the Company was a customer or client of the Company or a Calix Company (and with whom you
were actively involved during that time) and you will not approach any client or customer for that purpose or authorise or approve the taking of
such actions by any other person. For the purposes of this restriction, the expression customer or client shall include all persons from whom the
Company or a Calix Company has received inquiries for the provision of goods or services where such inquiries have not been concluded;

(¢c) employ or engage or otherwise solicit, entice or induce any person who, during the last year of your employment with the Company, was an
employee or contractor of the Company or a Calix Company who has a function that is not purely administrative to become employed or engaged
by you or any other person, firm or other organisation and you will not approach any such employee for such purpose or authorise or approve the
taking of such actions by any other person; and

(d) be employed or engaged or otherwise interested in a business which is the same as or similar to the Business.
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17.3

17.4

18.

19.

19.1
19.2
19.3

19.4

19.5

The restrictions contained in Clauses 17.117.1(a)to 17.1(d) will not apply if:
(a)  you have received the prior written consent of the Company to your activities; or
(b)  you will not be in competition with the Business in carrying out those activities.

If the Company suspends any of your duties under Clause 9.4 during any period after notice of termination has been given by the Company or you, the
aggregate of the period of the suspension and the period after the end of your employment with the Company during which the restrictions in this Clause
17 shall apply shall not exceed six months and, if the aggregate of the two periods would exceed six months, the period after the end of your employment
during which the restrictions shall apply shall be reduced accordingly.

The restrictions in this Clause 17 are separate and severable restrictions and are considered by the parties to be reasonable in all the circumstances. It is
agreed that if any such restrictions by themselves, or taken together, shall be adjudged to go beyond what is reasonable in all the circumstances for the
protection of the legitimate interests of the Company but would be adjudged reasonable if part or parts of the wording were deleted, the relevant restriction
or restrictions shall apply with such deletion(s) as may be necessary to make it or them valid and effective.

COMPANY AND CLIENT PROPERTY

All equipment (including computer equipment), notes, memoranda, records, lists of customers, suppliers and employees, correspondence, computer
and other discs or tapes, data listings, codes, keys and passwords, designs, drawings and other documents or material whatsoever (whether made or
created by you or otherwise and in whatever medium or format) relating to the business of the Company or a Calix Company or any of its or their clients
(and any copies of the same) shall:

(a)  be and remain the property of the Company or the relevant client; and

(b)  be handed over by you to the Company on demand and in any event on the termination of your employment.

GRIEVANCE AND DISCIPLINARY MATTERS
If you have any grievance relating to your employment you may apply in writing to any director of the Company.
The director will consider your grievance and report to you within 7 days of the date when the grievance was raised.

If that report is not acceptable to you, you may then, within 7 days of receipt by you of the report, refer the matter in writing to the Chief Operating
Officer of Calix, Inc., who will notify you of their decision within 14 days and whose decision will be final and binding.

There are no special disciplinary rules which apply to you and any disciplinary matters affecting you will be dealt with by the Board of Directors of the
Company.

If you are dissatisfied with any decision of the Company regarding any disciplinary matter, you may apply in writing to the Chief Operating Officer of
Calix, Inc. within 5 days of the decision to have that decision re-considered.

8
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of their stages where it considers it appropriate.

COLLECTIVE AGREEMENTS

There are no collective agreements applicable to you or which affect your terms of employment.

CHANGES TO TERMS OF EMPLOYMENT

The Company reserves the right to make reasonable changes to any of your terms and conditions of employment that are not likely to have a material
adverse impact upon you.

You will be given not less than one month’s written notice of any significant changes that may be given by way of an individual notice. Such changes
will be deemed to be accepted unless you notify the Company of any objection in writing before the expiry of the notice period.

PREVIOUS CONTRACTS

The contractual terms in this Agreement shall be in substitution for all or any existing contracts of employment entered into between you and the
Company which cease to have effect on the date upon which you commence work under this Agreement.

WORK PERMITS

It is a condition precedent to your employment with the Company that you are legally entitled to reside and work in the United Kingdom. You confirm
that you are legally entitled to work in the United Kingdom without holding a work permit. Should it be discovered that you do not have permission to
live and work in the United Kingdom or if any such permission is revoked, the Company reserves the right to terminate your employment forthwith
without notice or pay in lieu of notice and without referring to the warning stages of the Company’s disciplinary procedure.

PRIVACY OF COMMUNICATION

All communications, whether by telephone, email, fax, or any other means, which are transmitted, undertaken or received using the Company’s IT or
communications systems (“Company Systems”) or on Company premises will be treated by the Company as work related. The Company Systems
are provided for your work use only. You agree that the Company may intercept, record and monitor all communications made by you and your use of
the Company Systems without further notice. You should not regard any communications or use as being private.

The interception, recording and monitoring of communications is intended to protect the Company’s business interests for example, for the purposes of
quality control, security of the Company Systems, protection of the Company’s confidential information and legitimate business interests, record-
keeping and evidential requirements, detection and prevention of criminal activity or misconduct and to assist the Company to comply with relevant
legal requirements.

You acknowledge and agree that all communications, data, records and files stored on the Company Systems or on the Company’s premises may be
used as evidence in disciplinary or legal proceedings against you.



25. GOVERNING LAW AND JURISDICTION

This Agreement is governed by and to be construed in accordance with English law and any dispute is subject to the non-exclusive jurisdiction of the
English courts.

IN WITNESS of which this Agreement has been executed and delivered as a deed on the first date written above.

EXECUTED as a Deed /s/ Carl Russo

by Calix, Inc. Director

acting by Carl Russo

and Kelyn Brannon /s/ Kelyn Brannon

Director/Secretary

EXECUTED as a Deed

by Andrew Lockhart

in the presence of: /s/ Andrew Lockhart
Witness’s

Signature: /s/ Daua Cockhart

Full Name: DAUA COCKHART
Address: M3, Castelnau, SW13 9EL

London.



Exhibit 31.1
Certification of Chief Executive Officer
I, Carl Russo, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Calix, Inc. for the quarter ended March 31, 2012;

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) 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

¢) 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

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;

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.

Date: May 3, 2012 /s/ Carl Russo

Carl Russo
Chief Executive Officer



Exhibit 31.2
Certification of Chief Financial Officer
I, Michael Ashby, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Calix, Inc. for the quarter ended March 31, 2012;

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) 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

¢) 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

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;

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.

Date: May 3, 2012 /s/ Michael Ashby

Michael Ashby
Chief Financial Officer




Exhibit 32.1

Certification of Chief Executive Officer and Chief Financial Officer
Pursuant to 18 U.S.C. SECTION 1350

Pursuant to the requirement set forth in Rule 13a-14(b) of the Securities Exchange Act of 1934, as amended, (the “Exchange Act”) and Section 1350 of
Chapter 63 of Title 18 of the United States Code (18 U.S.C. §1350), Carl Russo, Chief Executive Officer of Calix, Inc. (the “Company”), and Michael
Ashby, Chief Financial Officer of the Company, each hereby certifies that, to the best of his knowledge:

(1) The Company’s Quarterly Report on Form 10-Q for the period ended March 31, 2012, to which this Certification is attached as Exhibit 32.1 (the
“Periodic Report”), fully complies with the requirements of Section 13(a) or Section 15(d) of the Exchange Act; and

(2)  The information contained in the Periodic Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.
In Witness Whereof, the undersigned have set their hands hereto as of the 3 4, day of May, 2012.

/s/ Carl Russo

Carl Russo
Chief Executive Officer

/s/ Michael Ashby

Michael Ashby
Chief Financial Officer

This certification accompanies the Form 10-Q 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 Calix, Inc. 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 Form 10-Q), irrespective of any general incorporation language contained in such filing.






