How Are We Doing?

Leading ES Indicators Show Progress

A Message from Bill Conner, President, Enterprise Solutions

Nortel Networks recently released financial results for the First Quarter, and as you probably know the
Company is off to a great start in the new millennium. Investors have responded very positively, and our share
price is on the rise again. Wall Street and customers everywhere are recognizing we offer the best portfolio
available for building the new high-performance Internet.

You may also have heard that Enterprise Solutions did not contribute as much as expected to the overall
Company increase, and that's true. We need to do much better this Quarter.

The business opportunity is right in front of us for the taking. Former competitors No Name (ex-Lucent), 3Com
and Cabletron have abandoned the enterprise space. They failed and bailed. We need to swoop in and
capture their customers right now while they're disillusioned and searching for a reliable, long-term partner.

At the same time, the Company is being challenged from the flank by Cisco — you've seen their recent
incursion into the carrier space with SBC. It's time for us to carry the attack to their backyard, to go after their
customers. They can't match the High Performance Architecture and full portfolio of integrated solution sets we
offer to customers.

We're poised to deliver a great Q2. How do | know this? From the Leading Indicators the leadership team has
identified — a number of key metrics of our business health and progress.

Five months ago some things around here were broken. So we addressed the basics. We put processes in
place to get the job done right and regained our customer focus. We did a lot of foundational work, and we're
making the right angle turn toward a great future.

The picture is not all rosy; there's plenty of room for improvement. But | want you to know Enterprise is on the
right path. Here are just a few examples: we had a strong revenue spike in March, and bid activity is
increasing, which will lead to further revenue gains in Q2 and beyond. We showed dramatic improvement in
hardware and software quality. Operations performance is improving, though not yet to required levels. Y2K is
history, and our manufacturing reorganization is essentially complete. And we've got several new products
about to launch.

We're definitely moving in the right direction.

And in keeping with our promise to communicate with Enterprise Solutions employees around our objectives
and progress, we'll be highlighting the trends of our Leading Indicators on a regular basis.

We're focused on four Leading Indicator areas, and members of the Cabinet will be communicating each area:

Customer Volume/Sales Funnel (Winston Estridge)

Customer Service/Product Quality (Matt Kochan)

Customer Readiness/Time To Money (Ed Pillman/Alan Kember)
Logistics/Operations (Liam Nagle)
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Following are some of the highlights (and challenges) in each area:






