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Safe Harbor and Non-GAAP

Reconciliation

This presentation contains forward looking statements about future results, performance or
achievements, financial and otherwise. These statements reflect management’s current
expectations, estimates and assumptions. These forward-looking statements are not guarantees
of future performance and involve risks, uncertainties and other factors that may cause Tellabs’
actual results, performance or achievements to be materially different. A discussion of the factors
that may affect future results is contained in Tellabs’ most recent SEC filings. The forward-looking
statements made in this presentation are being made as of the time and date of its live
presentation. If this presentation is reviewed after the time and date of its live presentation, it may
not contain current or accurate information. Tellabs disclaims any obligation to update or revise

any forward-looking statement based on new information, future events or otherwise.

This presentation may include non-GAAP financial measures. Reconciliations between non-GAAP
financial measures and GAAP financial measures can be found at our Web site ( )

and in our SEC filings.



Tellabs Strategy:
Flawless Execution
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Supply Chain

Why it matters ...
Design

Cost savings
Customer satisfaction

Evolution

Tellabs Profitability

Value Model

Change The Game
(Differentiation)

Lean Supply Chain
(Performance)

Sourcing
(Cost Reduction &

Focus)
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Value Add Across The Supply Chain



Why Supply Chain

Makes a Difference

Customers

Tellabs

Shareholders

= “Putting the customer first” drives Supply Chain
strategy and execution

= Supply Chain execution directly impacts
customer experience

= Actively manages $.8B of company spend

= Rigorous attention to cost improves overall
profitability

= Supply Chain results translate into:

= |_ower inventory and improved cash flow

= I[mproved cost structure, freeing up resources
for growth




Flexible and Efficient Connection Between 'E tellabs
Our Products and Our Customers

PRODUCTS SUPPLY CHAIN CUSTOMERS

7900 SKUs 6 Manufacturing Facilities\ | 1000 Customers
2000 Suppliers 90+ Countries

175 New o

Releases/Year 6 Distribution Centers Direct/Indirect

4 Logistics Partners




Execute Across

Virtual Supply Network
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Experience Curve

Experience Curve
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Experience Curves ldentify Ticlabs

Cost Reduction Opportunities

Experience Curve

Cost Reduction and Operational Efficiency
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Cost Of Parts Savings
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tellabs

Cumulative Savings 2004 — 2008

($ in Millions)

Initiative Cumulative Annual
Average

Sourcing $190 $48

Cost of Parts $273 $68

Savings
Payroll Savings $31 $8
Total $494 $124

= Headcount from 677 to 376

= Utilization of competitive geographies
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tellabs

Quality and Customer Satisfaction

Provide each organization with the means to:

Implement a system of capable processes,
Measure the processes and
Improve the system

While holding each organization accountable through
regular management reviews

Focus on the voice of the customer
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What’s Different

= Reducing costs and complexity

= Lowering costs by 20%-25% via E-curve

= Improving customer experience
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