A Sense of Urgency,
A Sense of Confidence

A Message from Frank Plastina
to Wireless & Core Networks Employees

As you are aware, Nortel Networks announced to the markets Friday our anticipated
financial picture for Q2, along with progress we’ve made in reducing expenses and
further workforce reductions during Q3.

On Monday I met with the top leaders in Wireless & Core Networks and challenged them
in two basic areas: stabilizing and growing top-line revenue and better managing our
cash. I'd like all of you to understand the fundamentals of our situation so you can apply
them to your role and projects.

First, let’s keep the financial picture in perspective. The $12.3 billion, the largest portion
of the announced loss for Q2, is an adjustment to intangible assets primarily related to
goodwill associated with our recent acquisitions. The result of this action is to adjust the
asset value on our books for these acquisitions to reflect current market valuations. This
was largely a non-cash impacting entry on our books.

Second, to provide greater funding flexibility to meet our business needs, we have
entered into agreements for additional credit facilities. We will continue to take the steps
necessary both to whether the storm but more importantly to focus on our next-generation
products.

Where we need continued focus and diligence is in managing the day-to-day activities
which drain our cash flow. This need to focus on cash is why we have linked most of the
second half 2001 Success payout to our ability to generate cash.

First and foremost, we must stop our operating losses and get to a break-even level of
earnings in the next 3 to 6 months. Second, we must improve the pace at which we
collect our receivables. Specifically, I would like each of you to ask your leaders about
the amount of receivables we are carrying which are specifically being held up due to not
delivering certain features or various field performance issues. Then ask yourself how
you can help clear these issues. Third, we must ask ourselves whether or not we have a
detailed understanding of every piece of inventory we are carrying relating to each
particular product line. Once we understand this, we must creatively put various
programs together to help our account teams sell it. Fourth, we must proactively work
with IS to quickly redeploy computing assets or get unused resources out. Our outsource
contracts are based on number of assets supported. Therefore, redeploying and






