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Itis these open connectivity solutions that enable our customers to
deliver the cloud and mobile services CBrBdraté‘Ihf@)rmaﬁdna' to todayds societyy]
and for imagining new tomorrows.

Together, we are building a truly connected and sustainable future.

1 Pro forma operating income  /loss is calculated prior to non -cash charges related to the stock compensation
programs and amortization and impairment of goodwill and acquisition -related intangible  assets. Additionally, 2 Net liquidity is calculated by subtracting current and non -current financial liabilities as well as current and
from Q3 2017 onwards non  -recurring expenses related to restructuring measures are not included. non -current finance lease obligations from cash and cash equivalents.
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Q3 2017 IFRS FINANCIAL HIGH LIGHTS
Quarterly I ncome Statement

(in thousands
of EUR, except
earnings per Q3 Q3 9IM 9IM
share) 2017 2016 Change 2017 2016 Change
Revenues 111 ,173 159 ,453 -30% 397 ,233 438 ,658 -9%
Pro forma
cost of goods sold -72,066 -116,636 38% -265,321 -312,481 15%
Pro forma
gross profit 39,107 42 ,817 -9% 131 ,912 126 ,177 5%
Pro forma
S&M expenses -14,348 -13,842 -4% -44,912 -44,570 -1%
Pro forma
G&A expenses -8,230 -7,917 -4% -25,278 -23,392 -8%
Pro forma
R&D expenses -26,751 -25,139 -6% -81,166 -74,633 -9%
Income from
capitalization of
development
expenses 8,566 11,635 26% 30,761 27,324 13%
Other operating
income and
expenses, net 850 741 15% 3,709 3,552 4%
Pro forma
operating
income ! -806 8,295 -110% 15,026 14,458 4%
Amortization of
intangible assets
from acquisitions -1,389 -770 -80% -2,947 -2,212 -33%
Stock comp. exp. -896 -354 -153% -1,577 -1,001 -58%
Restructuring
expenses -8,393 - - -8,393 - -
Operating
income -11,484 7,171 -260% 2,109 11,245 -81%
Interest income
and expenses, net -176 -27 -552% -450 -165 -173%
Other financial
gains and losses,
net -190 -1,143 83% -2,616 -5,177 49%
Income (loss)
before tax -11,850 6,001 -297% -957 5,903 -116%
Income tax
benefit
(expense), net -2,139 -2,740 22% -2,323 2,001 -216%
Net income
(loss) -13,989 3,261 -529% -3,280 7,904 -141%
Earnings per
share in EUR

basic -0.28 0.07 -0.07 0.16

diluted -0.28 0.07 -0.07 0.16

3

Working capital is defined a

s trade accounts receivable plus inventories minus trade accounts payable.

Shareholder Corporate
Information Information
Balance Sheet
(in thousands of EUR) Sep. 30, Dec. 31,
2017 2016 Chan ge
Cash and cash equivalents 57,150 84,871 -33%
Inventories 90,725 92,800 -2%
Goodwill 68,741 41,538 65%
Capitalized R&D expenses 83,807 76,263 10%
Other intangible assets 31,946 16,429 94%
Total intangible assets 184,494 134,230 37%
Other assets 161,326 155,991 3%
Total assets 493,695 467 ,892 6%
Stockholdersd equit 228,618 238,947 -4%
Cash Flow Statement
(in thousands of Q3 Q3 9IM 9M
EUR) 2017 2016 Change 2017 2016 Change
Cash flow from
operating activities -25,858 15,698 -265% 9,380 40,113 -77%
Gross capital
expenditures for
property, plant and
equipment and other
intangible assets -3,140 -3,931 20% -10,989 -9,992 -10%
Ratios
(in thousands of EUR) Sep . 30, Dec. 31,
2017 2016 Change
Net liquidity -44,097 25,506 -273%
Working capital 2 136,235 97,984 39%
Q3 Q3
2017 4 2016 4  Change
Days sales outstanding 64 62 3%
Inventory turn  -over
(times/year) 4.3 5.2 -17%
Days payable
outstanding 67 63 6%
Employees
Sep . 30, Dec. 31, Chan
2017 2016 ge
1,958 1,764 11%

4 Trailing twelve months.
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Interoperability and Alliance Partnerships

Q3 2017 Business Highlights September 28, 2017: ADVA Optical Networking today announced that it has
successfully completed a joint field trial of i

Customer Achievements OpenFabricE technology in Telef - -nica Ger manyds |
transport solution achieved disaggregated 100, 150 and 200Gbit/s connectivity over

July 13,2017: ADVA Optical Networking announced that the Idaho Regional Optical the mobile communication providerds exi-dehsiyng 10Ghbi

Network (IRON) has deployed its 100Gbit/s core technology to respond to soaring 1RU modular DCI technology successfully carried alien wavelengths across the

bandwi dth demand from Idahods research and eddalignalibackbong ipfrgstructurg with o ¢  tmpagt,py live traffic eincluding error -free

upgraded backbone network delivers sec ure high -capacity services across the state 200Gbit/s transmission over a 290km data path. The test demonstrated how the

including remote rural areas. The new sol uti on ADVA FrSPs 3AHPA OpgmiF@dlr i &L wé et #goan agile, flexidl

flexible transport technology, enabling IRON to provide universities, laboratories and accelerating service availability and improving ope rational efficiency. It was

health care centers with 10Gbit/s services. Built on the ADVA FSP 3000, the network conducted with the support of ADVA Optical Networking’s Elite partner Axians .

of fers phenomenal ease of use and massive scalability, ensuring t hat | RONO s

infrastructure will satisfy the needs of the R&E community both now and in the future. Company Events

Il RON has al so subscribed to A BMdrze Haplwarecaad Net wor kKingo . . . )
Software Maintenance package for technical support and extended repair coverage July 02, 2017:  ADVA Optical Networking announced that it has entered into a

definitive agreement to acquire MRV Communications, Inc. ( NASDAQ: MRVC). Under
September 08, 2017 : ADVA Optical Networking announced that it has been the terms of the agreement, ADVA Optical Networking will make a tender offer of
selected as the technology partner of FibreCo Telecommunications, enabling the fib er USD 10.00 per share for all the outstanding common stock of the California -based
network operator to roll out high -bandwidth services across South Africa. FibreCo, provider of innovative network solutions for data center operators, servic e providers
one of the countryods |l eading communication s erandantgrpriges. ghe pfigrequates to @naggregate purchasegrdce oAU A9 million
Optical Net wor ki ngdés F S P-hadl@ebhBologydotoffeotailarn d -maden g and has been approved and unanimously recommended by both the board of
connecti vity services to its business, government and carrier customers. The initial directors of ADVA Optical Networking and the board of directors of MRV
deployment involves a 100Gbit/'s ROADM network carrying data over 780km between Communications, In  c.

Johannesburg and the undersea cable landing station at Mtunzini. ADVA Optical
Net wor ki ng 0 stnerEJasca Earrigr éSolutions will play a key role in the
deployment and continuous support of the new network

August 14,2017: ADVA Optical Networking announced that a majority of the shares
of MRV Communications, Inc. (NASDAQ: MRVC) were validly tendered and the other
conditions to the tender offer have been satisfied. American Stock Transfer & Trust

New Products and Solutions i Innovation Company L LC, the depositary for the tender offer, has indicated that as of midnight
EDT, Friday, August 11, 2017, a total of 5,296,053 shares of MRV Communications,
September 06, 2017: Oscilloquartz, an ADVA Optical Networking company, Inc.6s common stock, or approximately 79% of the t
announced several major upgrades t 0 its OSA 5420 Series that now make it the outstanding, have  been validly tendered into and not properly withdrawn from the
industryodés most agile synchronization tool kit. engeoffareTie depgsiaryhasindicatedthatp shares waiedendeged qursuant tp
of synchronization over IPv6, support of ITU -T G.8275.2, expanded use of all major the guaranteed delivery procedures set forth in the Offer to Purchase.
global navigation satellite systems (GNSS) an d increased security. Collectively, these
new capabilities mean that the OSA 5420 can now be used across an even wider
range of industries to deliver robust, secure and packet -based IEEE 1588 PTP
synchronization. As with all Oscilloquartz products, the key focus is on helping service

providers to leverage their existing networks to meet increasingly advanced and
progressively stringent synchronization demands in an operationally efficient and
cost - effective way
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Septembe r 22, 2017: ADVA Optical Ne tworking announced that its Ensemble
Connector has won the 2017 Telecoms World Award for vendor innovation. Ensemble
Connector, the high -performance software hosting platform for virtual network

functions (VNFs), was recogni ze dubaiforistpenness nner sd ceremony 1in

and simplicity. By employing the Ensemble Connector, communication service

providers (CSPs) are able to avoid vendor lock -in and deploy best -in-class software

for VNFs. The solution provides operational simplicity and streamlines dep loyment.

ADVA Optical Net wor kingds NFV technology has already been successfully deployed
in a number of CSP networks, including Verizon6s new universal customer premises

equipment (UCPE) offering.
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Nine -Month Group Manage ment Report Business Development and Operational Performance
The numbers discussed in this unaudited interim Group management report are Revenues
based on the interim consolidated financial statements under IFRS (condensed as Revenues represent one of the four key performance indicators for ADVA Optical
per IAS 34 Interim Financial Reporting). Networkingg The Groupos r@Ww20lv uaensuntedio EUR 397.2 million and
were EUR 41.5 million or 9.4% below revenues of EUR 438.6 million in 9M 2016 .
In the following, ADVA Optical Networking SE a s a company is | abel ed fictonpare® Gomeventes ®f EUR 144.2 million in Q 2 2017, revenues in Q3 2017

or AADVA Optical Networking SEo.

refer to the ADVA Optical Networking Group.

AADVA Optical

Forward -Looking Statements

This interim Group management report of ADVA Optical Networking S E contains
forward -l ooki ng statements using wor ds such as
fexpectso to describe expected revenues and
optical networking solutions, internal estimates and liquidity. These forward -looking

state ments are based on the beliefs of the Management Board and respective

assumptions made, and involve a number of unknown risks, uncertainties and other

factors, many of which are beyond ADVA Optical
of these uncertaintie s or risks materializes, or if the underlying assumptions of the

Management Board prove incorrect, actual results can differ materially from those

described in or inferred from forward -looking statements and information. Unknown

risks and uncertainties are di scussed in the fArisk
management report 2016 .

i hedmi 2017, Euvope, Middle EastCand Aficg EMEA)a n dwas reported
€ gignificart J sales régidrt | €ldsdlya folbowed ByetieaAmericas. ovear

reporto

deerdaged nokEUR 914.2 avillion brie@39%r oupo al ways

The revenue decrease largely relates to two incidents in the Americas region: firstly,

a major ICP -customer significantly decreased orders. Secondly, a large carrier
infrastructure customer is in the process of a merger and ramped orders down due
to the integration

as the most
-on-year, EMEA
revenues at EUR 199.8 million in 9M 2017 were up from EUR 185.8 million in
9M 2016 supported by a solid demand of carriers and enterprise customers. ADVA
Optical Networking continues to perform well in this region despite a highly
N@rpettive rkaiket @ndinmerd. N t 1 ®the. Améritas, fele@ue® ' deedsed significantly
from EUR 227.3 millionin 9M 2016 to EUR 176.5 millionin 9M 2017 . This decrease
results from the two issues mentioned above . In the Asia -Pacific region, revenues
decreased from EUR 25.5 million in 9M 2016 to EUR 20.9 million in 9M 2017 as
bsthé@ss iiso 4till 0 &ffectbdh By tépripdralyp fluctuating project business and a
comparatively small customer base.
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Revenues by region
(in millions of EUR and relative to total revenues)

Americas EMEA Asia - Pacific
9M 2017 9M 2016
5.3% 5.8%

44.4 % ' 51.8 %
50.3 % 424 %

Total revenues
397.2 438. 6
Since ADVA Optical Networking is only active in a single operating segment, which is
the development, production and marketing of optical networking solutions, a further
breakdown of revenues is not relevant.

Information Information
Results of Operations
(in millions of EUR, 9M  Portion of 9M Portion of
except earnings per share) 2017 revenues 2016 revenues
Revenues 397.2 100.0% 438.6 100.0%
Cost of goods  sold -272. 4 68. 6% -314.1 71.6%
Gross profit 124. 8 31. 4% 124.5 28.4%
Selling and marketing
expenses -46. 6 11.7% -455 10.3%
General and
administrative expenses -27.1 6.8% -23.6 5.4%
Research and
development expenses -52.7 13.3% -47.7 10.9%
Other operating income and
expenses, net 3.7 0.9% 3.6 0.8%
Operating
income 2.1 0.5% 11.3 2.6%
Interest income and expenses,
net -0.5 -0.1% -0.2 0.1%
Other financial gains (losses),
net -2.6 -0.6% -5.2 1.2%
Income (loss) before tax -1.0 -0.2% 59 1.3%
Income tax benefit (expense),
net -2.3 -0.6% 2.0 0.5%
Net income  (loss) -3.3 -0.8% 7.9 1.8%
Earnings per share
in EUR
Basic -0.07 0.16
Diluted -0.07 0.16

272. 4 million in  9M 2017
Amortization charges for

9M 2017 after
charges include

Cost of goods sold decreased by EUR 41.7 million to EUR
mainly due to decreased revenues in the current period.
capitalized development projects increased to EUR 23.2 million in
EUR 18.9 million reported in 9M 2016 . In9M 2017, the amortization

impairment charges of EUR 4.3 million (9M  2016: nil)

EUR 124. 8 millionin 9M 2017 after EUR 124.5 million
gross margin s at 31.4 % in
9M 2017 is mainly

Gross profit remained stable at
reported in 9M 2016 to , with significantly improved
9M 2017 after 28.4 %in 9M 2016 . The increase ingross marginin
driven by customer and product mix in the current period









































































































