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DISCLAIMER
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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 n 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 optlcal 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 alliance: 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 acquisitit 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 (iii) risks and uncertainties relating to Nortel’s prior restatements and related matters including: any negative impact on Nortel and
f such r Iegal 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
'm10-K, Quarterly Reports on Form 10-Q and oth ecuritie: gs with the United States Secun ies and Exchange Oummlwon. Unless 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.

NEQRTEL

THE BIG QUESTIONS
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ENTERPRISE FINANCIAL OBJECTIVES

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

2007 2007 2007-2011 2011
Revenue OM% Rgr\ér%g(t;R OM% Target
Enterprise Networks $2.6B 0% 11% 11-15%
EN with Services $3.0B 2% 12% 12-16%

NEQRTEL

INVESTMENTS TO GROW ENTERPRISE

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

« Go-To-Market Josur
- New channels - e.g. Dell % Change

- Installed base activation
* UC 1-2-3 drive 15% of NA deals
= Flat rate to reach small systems
- Expanding Teleweb capability

+28%

* Marketing
- Investments reach CxO, CIO, IT
- Quantitative claims & customer references
- Reconstituted user groups

e R&D
- Joint efforts with MSFT, I1BM, Dell
- 20/60/20 approach inside Nortel

- Shifting up to 43% of resources to accelerate +44%
transition to UC Solutions

- POR: 4x improvement in predictability,
70% gain in on-time POR delivery
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PERFORMANCE TO DATE

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

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

2006

Revenue Products ($M) 2,292
YoY Growth 11%

OM % (2.0%)

Revenue with Services ($M) 2,626
YoY Growth 9%

OM % 0.3%

2007 1Q08
2,619 641
14% %

(0.3%) (3.6%)

3,037 743
16% 11%
1.9% (1.7%)

NEQRTEL

STRATEGY

............. MARKET SIZE ..
CAGR  $62B
11%,
$41B
3%
1%

2007  95% 2011

m Voice (TDM) Voice Apps
W Data (L2-3/Routers) B UC (Apps)
m Telephony (IPT) = UC (CEBP)

® Data (Advanced)

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

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

Become the preferred partner in unifying all communications through leading
product solutions, software and services

* Addressable
market: 11% CAGR

= Leverage market
position to grow
- Voice Apps #1
- Voice #1
- Data #2
* Growth segments
represent 80% of

07 revenue; grows
to 90% in “11

* Accelerated Shift
to IP and Unified
Communications

* Shift to Software
and Services

* Differentiated
Technology
Platforms

e Extend Reach,
Enter New Markets
and Partnerships

NECRTEL
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MARKET SEGMENTATION

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

CUSTOMER
OBJECTIVES

Maintain Current e Limited to no new investment
Platforms < Operational stability a primary driver

=
I
S
1=
I
=

S = Shift TDM to IP
2 Converge To - Simplified IT management

= One Platform

3 e Lower IT costs

ﬁ Drive User = Leverage IP investment

2 Collaboration = Simplified user interface

* |Leverage applications investment

Communications
Enable Business « Extend and enable communications intelligence
Process = Lower business costs and increase speed

NQORTEL
MARKET SEGMENTATION
N L MARKET SOLUTION
ADVANTAGES OPPORTUNITY* MIXA

2007 CAGR 2011

* Richest TDM heritage $22B 3% $24B
* Fully optimizing 20 years of investment

Maintain

e Large voice and data installed base
Leverages customers prior investments $15B 11% $22B
* Energy efficiency as a tipping point

Converge
L[]

* Deep partnerships with Microsoft and IBM
* X-company R&D focus $4B 38% $14B
* 100’s of deployments

* Open architecture
Expanded Professional Services capability $140M 94% $2B
e Lead deployments among FORTUNE 500

Enable
L[]

@ Hardware @ Software @ Services

* Market opportunity does not include Services  ~ Illustrative only.

NECRTEL
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NORTEL ADVANTAGES FOR PLATFORM CONVERGENCE

Largest Installed Base

Real Time Communications

Deep Wireless Knowledge

Global Service and Support
Capabilities

* Tolly & InfoTech Reports

NEQRTEL

® Cjsco

foun = Nortel

4004

3004

2004

1004

IP Phones

Core 6
Slot Slot

Core 10  Non-PoE PoE WAN
Stackable Stackable Routers

SOUCE: As calculated by the Nortel Energy Efficiency Calculator and based on public
data supplied by Cisco and Nortel. Example shown reflects kilowatt-hours consumed by
a5,000-user network in Massachusetts.

NORTEL ADVANTAGES FOR PLATFORM CONVERGENCE

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

Largest Installed Base

Real Time Communications

Deep Wireless Knowledge

Global Service and Support
Capabilities

* Tolly & InfoTech Reports

20X:Better.Performance*

7X More Resilient*

50% Lower Cost*

50% Less Energy*

Common CLI’s

Simplified Certification Leveraging
Market Leader Investment

NECRTEL
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NORTEL ADVANTAGES FOR IMPROVED USER COLLABORATION
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NORTEL COMPARISON PARTNERSHIPS
Nortel Microsoft
= Deep partnerships with industry leaders - Native UC interoperability; one of three
- X-company R&D focus companies with R&D staff inside Microsoft
e 100’s of deployments = 800+ wins, more than one million licenses
. « Jointly accelerating UC adoption
Cisco Y ¢ .

= Proprietary approach
- 4 caPex, opEX

« Native UC integration across Lotus

* Problematic interoperability Notes/Sametime desktop environments
with UC applications - Lead Retail & Healthcare offer integrates
e Little to no SONA traction communications into business process
« Key development partner and channel
Avaya v pment p
« Incomplete portfolio offering MLM
= Not embracing voice as an application - Expanded route to market capability;
(PBX-less) UC reseller of products and services
* Lack Carrier experience & networking - Key development partner on SCS 500

NEQRTEL

NORTEL ADVANTAGES FOR ADVANCED COMMUNICATIONS ENABLEMENT
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Application
Development

Professional
Services

Applications / o o o

SOA Middleware 5
IBM Micresoft other Partners

Enablement Deployment Consultancy

Nortel Agile Communication Environment

WebSphere
Application Server Other Frameworks

Infrastructure ‘ ? b ’ F _‘

Nortel Call 3 party
Server / 3" Party Nortel 3rd Nortel Media @l Canii
Softswitch Data Products Data Products Party Servers IMS Server Servers

Softswitch
—_ o
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NORTEL ADVANTAGES FOR ADVANCED COMMUNICATIONS ENABLEMENT

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

o LA COST AV TEE BUSINESS APPLICATIONS MARKET

Cost: $1778B $244B
$63M
Training ‘ ‘

Integration Services ) 2007 2011

s
Call Center Seat Hl Market Size El % WS/SOA Enabled
]
_ I -
- Every point of enablement

Pre UC With ue worth $2.4B in 2011

UC Economics Unlocking New Market Opportunities

NEQRTEL

CUSTOMER EXAMPLE - JYSKE BANK

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

BUSINESS CHALLENGE

To enhance the customer experience and
create efficiencies across Denmark's 2nd
largest high-street bank; 4,000 employees
across 120 branches.

........................... SOLUTION i,
Complete Microsoft and Nortel UC
Li:‘p JXSKE BANK solution; natively integrates Nortel’s

voice and applications portfolio with
Microsoft's OCS.

CUSTOMER BENEFITS

« Customer growth rate has doubled in
new branches, UC a key component.
« 1st time call answering increased from
N’ 70% to 90%.

NECRTEL
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Tracking Solutions E-Commerce Solution

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

Orlando Healthcare
Testimonial Video

Collaboration Solution

Delivery Alert Solution

Lone Worker Solution

NECRTEL
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SUMMARY
How will Nortel grow Enterprise?
= Stable, growing core business and installed base
= Accelerating shift to VoIP and Network Convergence
* Leading the UC explosion

What is roadmap to profitability?
= Shift to Software and Services expands margins
* On track for 2H profitability

What is your partnership strategy and is it paying off?
« Native integration with leading applications providers
* Provide value add software and services

How does Nortel differentiate its offer?
« Lower TCO for network / platform infrastructure
« Open architecture approach to applications / software

NERTEL

THANK YOU

« Deep, global partnerships I

NECRTEL
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