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Certain statements in this presentation may contain words such as “could”, “expects”, “may”, “anticipates”, “believes”, “intends”, “estimates”, “targets”,

“envisions”, “seeks” and other similar language and are considered forward-looking statements or information under applicable securities legislation. These
statements are based on Nortel’s current expectations, estimates, forecasts and projections about the operating environment, economies and markets in which
Nortel operates. These statements are subject to important assumptions, risks and uncertainties, which are difficult to predict and the actual outcome may be
materially different. Nortel has made various assumptions in the preparation of its financial outlook in this presentation, including the following company specific
assumptions: no further negative impact to Nortel's results of operations, financial condition and liquidity arising from Nortel's restatements of its financial results;
increase in sales to Nortel's enterprise customers and wireless service provider customers in the Asia Pacific region as a result of Nortel's joint venture with LG
Electronics Inc.; improvement in Nortel's product costs due to favorable supplier pricing, offset by higher costs associated with customer deployments in emerging
markets; cost reductions resulting from the 2008 and 2007 restructuring plans; increased employee costs relative to expected cost of living adjustments and
employee bonuses; and the effective execution of Nortel's strategy, including the execution of Nortel’s supply chain strategy and the implementation of its Business
Transformation ini ives in 2008. Nortel has also made certain macroeconomic and general industry assumptions in the preparation of its financial guidance
including: global service provider capital expenditures in 2008 reflecting low to mid single digit growth as compared to mid to high single digit growth in 2007; global
growth rate to remain stable with investments in next generation products and services to exceed declines in purchases of legacy equipment; and a moderate impact
as a result of industry cor ion among service providers in various regions, particularly in North America and EMEA. The above assumptions,
although considered reasonable by Nortel at the date of this presentation, may prove to be inaccurate and consequently Nortel’s actual results could differ
materially from its expectations set out in this presentation. For purposes of clarity, the financial objectives through 2011 in this presentation are Nortel’s longer
term performance goals or targets and do not constitute Nortel’s expectations for future financial results, otherwise known as financial outlook or guidance.

Further, actual results or events could differ materially from those contemplated in forward-looking statements as a result of the following (i) risks and uncertainties
relating to Nortel’s business including: significant competition, competitive pricing practice, cautious capital spending by customers as a result of factors including
current economic uncertainties, industry consolidation, rapidly changing technologies, evolving industry standards, frequent new product introductions and short
product life cycles, and other trends and industry characteristics affecting the telecommunications industry; any material, adverse affects on Nortel’s performance if
its expectations regarding market demand for particular products prove to be wrong; the sufficiency of recently announced restructuring actions; any negative
developments associated with Nortel’s suppliers and contract manufacturing agreements including our reliance on certain suppliers for key Dptlcal networking
solutions components; potential penalties, damages or cancelled customer contracts from failure to meet delivery and installation deadlines and any defects or
errors in Nortel’s current or planned products; fluctuations in foreign currency exchange rates; potential higher operational and financial risks associated with
Nortel’s efforts to expand internationally; potential additional valuation allowances for all or a portion of Nortel’s deferred tax assets if market conditions
deteriorate or future results of operations are less than expected; a failure to protect Nortel’s intellectual property rights, or any adverse judgments or settlements
arising out of disputes regarding intellectual property; any negative effect of a failure to maintain integrity of Nortel’s information systems; changes in regulation of
the telecommunications industry or other aspects of the industry; any failure to successfully operate or integrate strategic acquisitions, or failure to consummate or
succeed with strategic alliances; Nortel’s potential inability to attract or retain the personnel necessary to achieve its business objectives or to maintain an
effective risk management strategy; (ii) risks and uncertainties relating to Nortel’s liquidity, financing arrangements and capital including: any inability of Nortel to
manage cash flow fluctuations to fund working capital requirements or achieve its business objectives in a timely manner or obtain additional sources of funding;
high levels of debt, limitations on Nortel capitalizing on business opportunities because of senior notes covenants, or on obtaining additional secured debt pursuant
to the provisions of indentures governing certain of Nortel’s public debt issues; Nortel’s below investment grade credit rating; any increase of restricted cash
requirements for Nortel if it is unable to secure alternative support for obligations arising from certain normal course business activities, or any inability of Nortel’s
subsidiaries to provide it with sufficient funding; any negative effect to Nortel of the need to make larger defined benefit plans contributions in the future or
exposure to customer credit risks or inability of customers to fulfill payment obligations under customer financing arrangements; or any negative impact on Nortel’s
ability to make future acquisitions, raise capital, issue debt and retain employees arising from stock price volatility and any declines in the market price of Nortel’s
publicly traded securities; and (|||) risks and uncertainties relating to Nortel’s prior restatements and related matters including: any negative impact on Nortel and
NNL of such r legal fines, or settlements related to the ongoing criminal investigations of Nortel in the U.S. and Canada; the
significant dilution of Nortel’s existing equity positions resulting from the approval of its class action settlement; or any significant pending or future civil litigation
actions not encompassed by Nortel’s class action settlement. For additional information with respect to certain of these and other factors, see Nortel’s Annual
Report on Form10-K, Quarterly Reports on Form 10-Q and other securities filings with the United States Securities and Exchange Commission. Unless otherwise
required by applicable securities laws, Nortel disclaims any intention or obligation to update or revise any forward-looking statements, whether as a result of new
information, future events or otherwise.
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NON-GAAP MEASURES
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This presentation includes the following non-GAAP measures:

Adjusted revenue, adjusted for the UMTS Access business that was sold on December 31, 2006 are non-
GAAP measures. Nortel’s management believes that this supplemental information is meaningful, given
the sale of the UMTS Access business, by providing greater transparency to investors with respect to
Nortel’s performance and by facilitating comparisons to Nortel’s historical performance.

Cash flow from operations, excluding the $585 million outflow related to the litigation settlement, is a
non-GAAP measure. Nortel’s management believes that this supplemental information is meaningful,
given the impact on cash flow from operations of the global class action litigation settlement, by
providing greater transparency to investors with respect to Nortel’s performance and by facilitating
comparisons to Nortel’s historical performance. This non-GAAP measure should be considered in addition
to, but not as a substitute for, the information contained in our financial statements prepared in
accordance with GAAP.

These non-GAAP measures should be considered in addition to, but not as a substitute for, the
information contained in our financial statements prepared in accordance with GAAP. These measures
may not be synonymous to similar measurement terms used by other companies.
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AGENDA
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« Nortel Transformation Update

- Progress vs. Targets, Objectives
e Growth Strategy

e Target Performance by Segment
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NORTEL’S JOURNEY - 2 Y2 YEARS AGO

...................................................

“Starting Point”

2 Y5 years ago

. 4

« Losing share

« Uncompetitive operations &
cost structure

* OM losses in 4/5 prior years

« By contrast, rest of industry
solid and predictable

... We launched our transformational plan

NEQRTEL

NORTEL’S JOURNEY - TODAY

...................................................

“Transforming”

Today
~> D 4

* Rebuilt momentum & relevancy

= Better earnings improvement
than peers

= Significantly improved
operations & cost structure

= Strong growth bets

« Rebuilt leadership team and
employee confidence

Tangible improvements ... but more to do




ANALYST DAY 2008

NERTEL

NORTEL’S JOURNEY - TARGET
................................................... “Growth”

Target
. 4

= Growing businesses in
related, relevant areas

« Better portfolio balance

« Cash generation and
value creation

Recreating a great company...

NEQRTEL

FINANCIAL OBJECTIVES

...................................................

= Double-Digit Operating Margins

= Strong Cash Generation and Credit Rating

» Consistent Revenue Growth Greater Than the Market

» Improved Share Price

A Litmus Test of a Successful Business

NECRTEL
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BUSINESS MODEL TARGET
Gross
Margin
e Regain customer
relevance and
R&D momentum
e Dramatically increase
competitiveness
SG&A e Improve significantly
Nortel’s profitability
oM
2006 Target

I EEEEEEEE—— — — .
NEQRTEL

NORTEL’S TRANSFORMATION PLAN

...................................................

World-class management team, culture and processes

Aggressive focus on balance sheet, corporate governance and
business/financial controls Culture of
Excellence /

Drive to world-class cost structure and quality levels (and mid-teens Execution
operating margin)

ﬂ‘ Fﬂ“ﬂ\ fn‘ {n\. In)
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Target market share

Decisive Focus;
Capacity to

Invest for profitable growth

Reinvent;
Leadership

Increased emphasis on service and software solutions

NECRTEL
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GROWTH STRATEGY

...................................................

—@ Transformed Enterprise
« |IP telephony
* Unified Communications
e Business Optimized Communications

N @ @ ——@ N\ext generation mobility and convergence
BUSINESS MADE SIMPLE - 4G

- FMC

« Applications

* |P Transport

@ Services and solutions

|
NQRTEL

HOW DID WE DO?
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FINANCIAL PROGRESS

7

...................................................

Revenue

Gross Margin

Operating Margin

Operating Cash Flow

*  UMTS adjusted
** Excludes litigation settlement

(.

2H
2006

56.28

YoY
B/(W)

39.1%

3.3%

J

(.

FY 2007

42.1%

3.7%

$182M**

YoY
B/(W)

J

YoY
B/(W)

Q1
2008

$2.76B

41.6%

4.7%

($260M)

\

NQRTEL

FINANCIAL PROGRESS - BUSINESS SEGMENTS

...................................................

P 2007 ()/?%\]fe.rr:)lf[; oM YoY Change
Carrier Networks 41% 19%
Enterprise Solutions 24% 0%
Global Services 19% 18%
Metro Ethernet 14% (1%) (470 bps)

N U\ J J

NECRTEL
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FINANCIAL PROGRESS - BUSINESS SEGMENTS WITH SERVICES
FY 2007 Revenue
(including Associated Services) % of Total OM %
Carrier Networks 52% 18%
Enterprise Solutions 28% 2%
Metro Ethernet 18% 5%
- AN J
\ J
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NQRTEL

LOWLIGHTS

...................................................

« Share Price

< OM improvements during last seven quarters: 360 bps (annualized)
— Toward lower range of 300-500 bps target

« SG&A Still High
e Quality up Modestly

» Speed to revenue for several growth investments

p
g
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HIGHLIGHTS

...................................................

e Leadership Team / Development / Culture / Processes
» Regulatory / Accounting / Governance / Ethics Issues

= Double-Digit Productivity, GM and OM Improvement
= Carrier and Services Profitability
« Shift in R&D Spend

« Enterprise Growth, LG Performance
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« Positioned Enterprise & MEN for Revenue and OM Growth 8
= Intensified Focus: UC, Apps, Carrier VolIP... and Innovation \-/rv
in General H

k. Leading Industry Partnerships 5

|
NQRTEL

GAINING CUSTOMER / MARKET RELEVANCE

...................................................

—@® Transformed Enterprise

- 7 quarters of above market growth, UC Magic Quadrant, 800+ UC wins

SEr
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® “mgra i
—@® Next Gener_at_ion Mobility & Cor_1vergence (ﬁ o
- Share gain in CDMA, LTE trial in Verizon, 40G/CE momentum : mﬂwn
“"-%—f: g - I o cotron
N Jromlier  sjiciE

—@ Services & Solutions and Applications

- End to-end VOIP deployment, Vertical solutions, Partnering

Deloitte.
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WHAT IS CHANGING?

|
NQRTEL

EXTERNAL TRENDS

...................................................

Acceleration of Unified Communications in Enterprise

Value migration to solutions & applications

Competitive intensity increasing
in Carrier infrastructure

Video driving very high capacity networks

Accelerating Transition in a Changing Market Environment

NECRTEL
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TARGET FINANCIAL OBJECTIVES

...................................................

FY 2007 2007 - 2011 2011
(including Associated Services) Rev % of Total OM% R(?I'\gu%Ae(t;R OM% Target
Carrier Networks 52% 18% Flat 14-17%
Wireless 36% 24% (3%)

Core Multimedia 0 0
/Applications ak

Enterprise Solutions 2%

Metro Ethernet 18% 5%
\_ \_ AN J\
[ Significant, Profitable Growth Opportunities ]
NQRTEL

SHIFTING PORTFOLIO MIX ==» GROWTH

...................................................

60-70%

Expanded addressable
market

M Growth* [ Mature

*Growth = >3% CAGR

Source: Nortel Market Intelligence

NECRTEL
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INCREASING INVESTMENT FOCUS
TRUE BROADBAND COMMUNICATIONS-
........................................ ENABLED

......... APPLICATIONS,

4G (WIMAX, LTE) o
Open Unified
Communications
Core Strategy

Multimedia

Solutions-Focused
40/100G Communications
Optical SOA/Web Services/
VOIP/Applications
Carrier Broad Strategic
Ethernet Partner Ecosystem
Unwired Communications
Enterprise Integration &
Professional Services

NQRTEL &

WHAT YOU WILL HEAR TODAY

...................................................

« Portfolio: Shift to Growth Areas

» Leading, Differentiated Solutions

* Improving Go-To-Market Strength |

 Significant Leverage Opportunities (Internal / External)

Accelerated Execution

[ p—

NECRTEL
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