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Nortel coo6waeT o pe3ynbtatax BToporo ¢puHaHcoBoro kBapTtana 2006 roga

o [oxo0dsbI komnaHuu 3a emopoli keapmas 2006 200a cocmasunu 2,74 mapd. dosinapoe CLUA,
m.e. Ha 5% 6onbuwe nNo cpasHeHUro ¢ NPedbiOyu,uMm 2000M

e  Yucmas npubbinb eo emopom keapmarse 2006 200a cocmaeusa 366 msH. donnapoe CLUA,
unu 0,08 donnapa CLUA e pacyeme Ha Ka>kOyro aKyuro ¢ y4emom 3ghghekma pa3mbieaHust™

e bBanaHc Hanu4HbIx cpedcme 3a emopoli keapman 2006 200a cocmaeun 1,90 mapd. donnapoe
CLUA

TopoHTo — Kopnopauusa Nortel Networks** Corporation [NYSE/TSX: NT] o6bsBvMna o ToM, 4TO ronoBHas
KOMMaHus 1 ee OCHOBHoe onepaunoHHoe nogapasgeneHve Nortel Networks Limited (NNL) npegcrasunu
HeayaMpoBaHHbIM (PUHAHCOBLIM OTYET O pesynbTatax AesaTenbHocTM 3a BTopou kBapTan 2006 roaa,
NMOArOTOBMEHHBIN B COOTBETCTBUM CO CTaHZapTamu ByxranTepCkon oTyeTHOCTW, MpuHsaTbiMu B CLUA. Bee
OEeHexHble CyMMbl Yka3daHbl B gonnapax CLUA.

PesynbTaTtbl BTOpOro keaprana 2006 roga

[oxoabl komnaHmM 3a BTopon kBaptan 2006 roga coctasunu 2,74 mnpg. gonnapos CLUA no cpaBHeHUto ¢
2,62 mnpg. gonnapos CLUA 3a BTopou kBaptan 2005 roga v 2,38 mnpa. gonnapos CLUA 3a nepBbIn kBapTan
2006 roga. YucTtasa npmbbinb komnaHum 3a BTopow kBaptan 2006 roga coctaeuna 366 mnH. gonnapos CLUA,
unu 0,08 ponnapa CLUA Ha Kaxgyto 0ObIKHOBEHHYHO akLMIO C y4eTOM adhdekTa pa3mbiBaHKs, MO CPABHEHUIO
C uuctbiMn ybbiTkamm B pasmepe 33 mnH. gonnapoB CLUA, wnm (0,01) ponnapa CLUA Ha kaxayto
OObIKHOBEHHYI0 aKkuuio ¢ y4yeToM achdekta pasmbiBaHusl, 3a BTopor kBaptan 2005 roga, M 4MCTbIMK
ybbiTkamMu B pasmepe 167 mnH. gonnapos CLUA, vnn (0,04) ponnapa CLUA Ha kaxagyto OObIKHOBEHHYHO
akumio ¢ yyeTom acbdekTa pasmbiBaHus 3a nepsbin ksapTan 2006 roga.

Uuctaa npubbinb BO BTOpoM kBapTane 2006 roga Bknwouuna B cebs cyaebHoe B3bickaHue (litigation
recovery) B pasmepe 510 mnH. ponnapos CLUA B cBA3W C yperynvpoBaHWEM rpynrnoBOro ucka ¢ y4eTom
nepeoLeHkn CTOMMOCTW akuui, cneumanbHble pacxodbl B pasmepe 45 wmnH. gonnapos CLUA Ha
PECTPYKTypu3aumio, n yobiTkn B paamepe 10 mnH. gonnapos CLUA, cBA3aHHble C Npogaxen akTMBOB. YucTble
ybbiTkM BO BTOpoM kBapTane 2005 roga Bkno4vanu crneuunarnbHble pacxodbl B pasmepe 92 MIH. JoNnnapoB
CLUA, cBsA3aHHble C AeATEeNbHOCTBIO N0 PECTPYKTYpU3aLuK, a Takke pacxodbl B pasmepe 11 MnH. gonnapos
CWA, cBsizaHHble C npopaxen Ou3Heca M akTMBOB. YucTble ybbiTkM B nepBom kBaptane 2006 roga
yuuTbIBanM KOMMeHCcauUnoHHbIe BbiNnaTtel B pasmepe 35 MmnH. gonnapos CLUA B Buae goxoga OT Npoaaxu
OGu3Heca M aKkTMBOB, a Takxke cygebHble pacxogbl B pasmepe 19 mnH. gonnapos CLUA no yperynvpoBaHuto
CMOPOB C aKkLMoHEpaMu C y4eTOM NepeoLeHKN CTOMMOCTM akLMiA.

"B Hawmx puHAHCOBbLIX MOKa3aTensax 3a BTOPOW KBapTasn OTpa)KeHa COXHOCTb MOCTaBMNEHHbIX 3agad, a
Takke TOT MPOrpPecc, KOTOPOro Mbl AOOMNUCL B pe3ynbTaTe OCYLLECTBSAEMOW PeCcTpyKTypusaumm busHeca
Nortel. C ogHOW CTOPOHLI, KONMYECTBO 3aKa3oB YBEMWMYMIOCH Ha 22%, CyLleCTBEHHO yBenuuuncs obbem
npogax. TemM He MeHee, POCT BanoBOW NPUOLINM OKalancsi He3Ha4yuTenbHbiIM, MU TaK U He [OOCTUr
3annaHupoBaHHOro Hamu ypoBHs 40%, - rosopuT Mank 3acuposcku (Mike Zafirovski), npesvaeHT 1 rmaBHbIv
ncnonHuTeneHbin anpektop Nortel. — Mbl NpooomkUM akTUBHYIO paboTy Hag yny4leHUeM (UHAHCOBLIX
nokasartenew, n yxe Habniogaem BecbMa 3HAYMMbIA MOMNOXWTENbHbIA Pe3ynbTaT Halen AeATernbHOCTU Mo
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TpaHccpopmauum 6GusHeca, B TOM u4ucrne pesynbTaTbl KOMMIIEKCHOW NOAAEPXKKM MNoapasgeneHus
KOpPNOpaTUBHbIX pPEeLIeHn, pa3Butus busHeca nogpasfaeneHusi, 3aHMMaroLEerocs NpeaocTaBieHNeEM YCIyr,
pa3BUTKA HaLLero cTpaTermdeckoro anbsHca ¢ Microsoft, a Takke nporpamm no ynpaeneHuio 3atpatamu. Bee
3TO NO3BONISIET MNPEAOCTaBWUTb HaWMM 3aKaszynmkam [OMOSIHWUTENbHbIE NPEUMYLLECTBA U CYLLECTBEHHO
NMOBbLICUTL KOHKYpeHTocnocobHocTb Nortel".

PacnpepeneHne goxonoB BToporo kBaprtana 2006 roga

Hoxon noppasgeneHns MoOOWMbHBIX M KOHBEPreHTHbIX onopHbix ceTen (Mobility and Converged Core
Networks) coctaBsun 1,59 mnpa. gonnapos CLWA, 4to Ha 7% 6onblue No CpaBHEHUIO CO BTOPbIM KBaApTasriom
2005 roga u Ha 12% Oonblle No cpaBHEHWUO C NepBbiM kBapTanom 2006 roga. [oxoa noapasgeneHus
KOpnopaTuBHbIX pelleHun 1n naketHbix ceten (Enterprise Solutions and Packet Networks) coctasun 1,07
mnpg. gonnapos CLUA, yto Ha 1% MeHblle Mo cpaBHEHMIO cO BTopbiM kBapTanoM 2005 roga v Ha 23%
GonbLue No cpaBHeHMIO ¢ NepBbiM kBapTanoM 2006 roga. Pasmep goxonos OyayLmx nepuofoB (OTNOXEHHOM
BbIPYYKM) COKpaTUIICA COOTBETCTBEHHO Ha 14 mnH. ponnapoB CLUA, a 3agomkeHHOCTb yBenuumnach
npnbnunantensHo Ha 194 mnH. gonnapos CLUA.

BanoBas npu6binb

BanoBas npubbinb Bo BTOpOoM kBaptane 2006 roga coctaBuna 39% oOT goxoga. Takonm nokasaTerb
obycnoBneH rnaeBHbiM obBpa3oM reorpaduyeckumy akTopamu, CTPYKTYPOM acCOpTUMEHTA NPOAYKUMM Y
BbICOKOM LEHOBOW KOHKypeHuuen. [nsi cpaBHeHusi, BanoBasi npubbinbk 3a BTOopow kBaptan 2005 roga
coctaBuna 43% oT goxoda, a 3a nepebii kBapTan 2006 roga — 38% o1 goxopa. B cpaBHEHUM CO BTOPLIM
kBaptarnom 2005 roga, Ha nokasaTenu BanoBOW NPUOLINK MOBMAMANKM TNaBHbIM ob6pa3om LeHoBas
KOHKYpeHUMs U HebraronpusTHasi CTPyKTypa acCopTMMEHTa NPOAYKUMM, YTO 4YacTUYHO  Obino
KOMMEHCUPOBaHO Goree BbICOKMM 06 bEMOM NPoAax.

Pacxoabl no npopaxe, o6wue n agMMHUCTpaTBHbIe pacxoabl (MOAP)

Bo Btopom kBaptane 2006 roga pacxogbl NOAP coctaBunn 596 wmnH. gonnapos CLUA, Bkntovas
OOMONHUTENbHbIE U3AEPXKKK, CBA3aHHble ¢ npuobpeteHnem PEC n coBmecTHoro npegnpuatus LG-Nortel, a
Takke BnusHWE HebnaronpusaTHOro BamnlTHOrO Kypca. YacTuyHO 3TOT nokasartenb Obin KOMNEeHCUMPOBaH
OesaTenbHOCTbIO, HanpaBfieHHONW Ha cokpauweHue 3atpaT. Ons cpasBHeHus pacxogbl MOAP Bo BTOpOM
kBaptane 2005 roga coctasunu 588 mnH. gonnapos CLUA, a B nepsom kBaptane 2006 roga — 595 mnH.
ponnapos CLUA.

HayuHo-nccnepoBatenbckue M onbITHO-KOHCTPYKTOpPCKUe paspabotkn (HUOKP)

Pacxogbl Ha HWOKP Bo BTOopom kBapTane 2006 roga coctaBunu 489 mnH. gonnapos CLUA, 4yto
00yCnoBneHo yBENMYEHNEM UHBECTULMIA B KIOYEBbLIE MPOAYKTbI U PELUEHUS], KOHCONUAALMEN COBMECTHOIO
npegnpuaTtus LG-Nortel, a Takke HebnaronpmMaTHLIMU KypcamMn MHOCTPAHHbIX BanioT. ATOT nokasatenb Obin
KOMMeHcupoBaH GnaronpuaTHeIM 3¢pdEKTOM B pedyrbTate 3KOHOMUMW, LOCTUTHYTOW B CBSI3W C NPOrpamMMoMn
pecTtpyktypusauum 2004 ropa. OAna cpasBHeHusi, pacxoabl Ha HUOKP Bo BTOpom kBaptane 2005 roaa
coctaBsunu 488 mnH. gonnapos CLUA, a B nepsom kBapTane 2006 roga — 478 mnH. gonnapos CLUA.

CneumanbHble pacxoabl
CneumanbHble pacxogbl Bo BTopom kBapTane 2006 roga coctaBunu 45 mnH. gonnapos CLUA, B ToM uncne
43 mnH. gonnapos CLUA B pamkax nporpaMMbl pecTpykTypu3aLumumn, aHoHcupoBaHHon 27 nioHs 2006 roga.

Mpoune yncTble foxoAabl (pacxoAabl)

Mpoune unctble goxoapl 3a BTopon kBapTan 2006 roga coctaBunm 51 mnH. gonnapos CLUA, 4TO B OCHOBHOM
CBSI3@HO C MOJTy4YEeHNEM [OXOLO0B OT MHBECTULMOHHONW AeaTenbHOCTU B pasmepe 29 mnH. gonnapos CLIA n
npubbinn B pasmepe 16 mnH. gonnapos CLUA, nony4yeHHOM B pe3ynbTarte U3MEHEHUS BENTMYMHbLI BantOTHbIX
KYPCOB.

Hanu4Hble cpeacTBa

BanaHc HanuyHbIX CpeacTB B KOHLe BToporo keapTana 2006 roga coctasun 1,90 mnpa. gonnapos CLUA, T.e.
HWXe, YeM aHanormyHbIi nokasaTenb Ha KoHel nepBoro keapTana 2006 roga, cocrtasuswmi 2,70 mnpga.
ponnapoe CLA. CHwxeHWe HanuMyHOro kanuTtana rrnaBHbiM obpa3om 0ByCcnoBreHO OTTOKOM KanuTana
(outflow) B cymme 580 mnH. gonnapos CLUA (575 mnH. gonnapos CLUA n HauncneHHbI NpoUeHT B pa3mepe
5 mnH. gonnapos CLUA), nepeBeneHHON Ha cyeT ackpoy (escrow) 1 uioHa 2006 roga B COOTBETCTBUM C
peLleHneM Mo yperyrnmpoBaHuio KOMNMEKTUBHOIO cyaebHOoro ncka (40 MOMEHTa BbIMOSIHEHMS BCEX YCIOBUN
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J0oroBopa), a Takke CpoYHbIMK BbinnaTamu (repayment at maturity) B pasmepe 150 mnH. gonnapos CLUA k 15
nioHsa 2006 roga, 1 OTTOKOM AEHEXHOW Hann4yHOCTU B pe3ynbTaTe onepauui B pasmepe 108 mMnH. gonnapos
CLIA. YacTyHO aTO KOMMEHCMPOBAHO BbiMnataMy Hanu4yHocTu B pasmepe 70 mnH. gonnapos CLUA B ¢cBs3u
co caenkon mexay Nortel n Flextronics.

5 uioHa 2006 ropa Nortel coobwmna o 3aKkpbITUM NpeasiokeHUs No BbiMyCKy OOMroBbix 00s13aTenscTB B
dopMe NpropuUTETHLIX Bekcenen (senior notes) Ha obuyto cymmy 2 mnpa. gonnapos CLUA, a Takke o Towm,
4yTO KOMMaHus ucnone3osana 1,3 mnpa. gonnapos CLUA 13 nonyyeHHbIX CPeAcTB Ans npeaBapuTenbHON
BbINMaTtbl 00a3aTenbLCTB No kpeanTy B pasmepe 1,3 mnpg gonnapos CLUA, B3saTomy B dheBpane 2006 roga.

®duHaHcoBble pe3ynbTaThl nepBoro nonyroausi 2006 roaa

Hoxoabl komnaHum B nepsoM nonyrogum 2006 roga coctasunu 5,13 mnpa. gonnapos CLUA, no cpaBHEHMIO C
5,01 mnpa. ponnapoe CLUA 3a ananornyHbin nepuog 2005 roga. Yuctas npubbinib KOMNaHUM B MEPBOM
nonyrogumn 2006 roga coctasuna 199 mnH. gonnapos CLUA, unn 0,05 gonnapa CLUA B pacyeTe Ha kaxayto
OObIKHOBEHHYIO aKUMIO C y4eToM adchpekTa pasMbiBaHUSA, B CPABHEHMM C YNCTbIMK yObITKamu B pasmepe 137
MrH. gonnapos CLUA, wnun (0,03) ponnapa CLUA B pacyeTe Ha Kaxayto OObIKHOBEHHYI akuui C y4eToM
adpekTa pasmbiBaHUA 3a aHanornyHbIn nepuog 2005 roga.

Uuctas npubbine 3a nepeoe nonyrogve 2006 roga Bkmoumna B cebsi cygebHoe Babickanue (litigation
recovery) B pasmepe 491 mnH. gonnapos CLUA B cBA3WM C yperynMpoBaHUEM FPYMNOBOrO MCKa C y4eTOM
nepeoLeHKn CTOMMOCTU akUUi, cneumanbHble pacxogbl B pa3mepe 50 mnH. gonnapos CLUA, cBsizaHHbIE C
OEesTENbHOCTBIO MO PEecTpyKTypu3aumu, U npubbinb B pasmepe 25 mnH. gonnapos CLUA, nonyyeHHyio B
pesynbTate npogaxu 6OusHeca n aktMBoB. Pesynbratbl neporo nonyroamss 2005 roga Bkmroudanu
cneumaneHble 3atpaTbl B pasmepe 106 wmnH. gonnapoB CLUA, cBA3aHHble C OEATENbHOCTBIO MO
peCTpyKTypusaumen, a Takke 3aTpatbl B pa3mepe 33 MiH. gonnapos CLIA, cBa3aHHble ¢ npogaxen busHeca
N aKTUBOB.

NEPCMNEKTUBBI (A)

KoMmeHTMpyst ouHaHcoBble oxupaHus komnaduuu, MNutep Kappu (Peter Currie), ncnonHutenbHbIn BULE-
npesvaeHT n uHaHcoBbln anpektop Nortel, otmeTun: "B cooTBeTCTBMM C HalWmMMy nnaHamm Ha Becb 2006
rog Mbl OXXWOAeM YBENUYEHMS1 OOXOOO0B 3a OCTaBLUMICS nepuog; npu 3ToM pocT 6msHeca B 2006 rogy no
cpaBHeHnto ¢ 2005 rogom coctaBut 7-9%, BanoBas npubbinb coctaBuT okono 40% ot goxoga, a
onepaumMoHHbIN pacxodbl OydyT NMPMMEpPHO COOTBETCTBOBATb, WM HE3HAYUTENbHO MPEBLICAT MoKasaTenu
2005 roga, nNpy 3TOM YYMUTLIBAOTCA pacxofbl, CBA3aHHble C HeGNaronpuAaTHBIMU KypcamMu WHOCTPaHHbIX
BarT M pacxodpbl, CBA3aHHbIe C pacumpeHnem b13sHeca, a Takke YacTMyHas KOMMeHcaums 3TMX pacxogos,
obycnoBrneHHas noBbIlWEHNEM 3P@EKTUBHOCTM U NPOAYKTUBHOCTM ©Ou3Heca. Mbl oxupgaem, 4TO pocCT
goxogos B TpeTbeM kBapTane 2006 roga 6yaet Ha 10% Bbile aHaNOrM4yHOro NokasaTens 3a TPEeTUn KBapTan
2005 roga, a Banoasi NpuObINb M OMepaLMOHHbIE pacxodbl MO3BOMAT peanu3oBaTb HalW NnaHbl HA BECb

roa".

(A)

®uHaHcoBble MPOrHO3bl KOMNaHUWM BKM4YalOT B cebst MHopMaumio OTHOCUTENbHO Oyaywimnx nepuopaos,
KkoTopas ©OasupyeTcsi Ha psge NPeAnonoXeHuin. B aTo CBSA3WM MpaBUNIbHOCTb MPOrHO30B 3aBUCUT OT
(aKTOpOB pucka M HeonpegeneHHocTen (bonee nogpobHyH MHOpPMaUMo CM. B KOHLUE MNpecc-pennsa).
JeicTBuTENBHBbIE PE3YNbTaThl MOTYT CYLLECTBEHHO OTNNYATLCSA OT NPOrHO3UPYEMbIX.

KNOYEBBIE AOCTUXXEHUA KOMMNAHUA

HoBble cTpaTernyeckue napTHepcTBa

KomnaHun Nortel n Microsoft coobLumnm o cosgaHnm cTpaTerMyeckoro anbsiHca, NPU3BaHHOIO CoaeNCcTBOBAaTbL
TpaHccopmauum GusHec-KOMMyHUKaLUA U nepexony K YHUMULMPOBaHHBIM KOMMYHMKaumsM. Mo ycnoesusam
cornawleHnss KoMmnaHmm OyayT B3aMMOAEWCTBOBaTb Ha TEXHONOMMYECKOM, MAapKETUHIOBOM W [AENOBOM
YPOBHsIX, U ByayT 3aHMMaTbCA COBMECTHOW pa3paboTKoW NMPOAYKTOB, UHTErpauMen pelleHun U CUCTEM, U
peanusaumein KOMMMNEKCHbIX MHULUATUB MO 3anycky HOBbIX MPOAYKTOB U YCIyT.

Komnanusa Liberty Global, Beaywuin mexgyHapogHbii onepatop kabenbHow cBsA3w, 3akmiouuna ¢ Nortel
rnobanbHOe cornalleHne CPOKOM Ha TpuM rofa Ha noctaBky kabenbHbiX VOIP 1 onTU4ecKMx peLleHuii n ycnyr.
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Mo ycnosuam cornaweHnss Nortel nomyyaeT cTaTyC MPOBEPEHHOro MNOCTaBLUMKA ANs BCEX OOYEPHUX
nogpasgenexui Liberty Global, koTopble 06cnyxmBatoT B 0bLLen CAOXHOCTM 15 MUNNMOHOB 3aka3ynkoB B 18
CTpaHax Mupa.

MoppaspeneHne rocynapcteeHHbix peweHnin Nortel Government Solutions B coTpyaHMyecTBe ¢ KOMMNaHMen
NextiraOne Federal 3aHMmaloTca COBMECTHOW pa3paboTKoW pelleHui Anst nporpammbl MOZepHU3aLmm
nHdpacTpyktypsl apmun  CLA (U.S. Army Infrastructure Modernization program, IMOD). Byagyuu
aBTopm3oBaHHbIM pecennepoMm Nortel, komnaHua NextiraOne Federal nonyyuna oguH w3 gecatu
HeonpegeneHHolx KoHTpakToB (indefinite delivery/indefinite quantity, IDIQ) Ha nocTtaBKy KOHBEPreHTHbIX
peLleHns Ansi nepegayn ronoca M OaHHbIX O amMepuKaHCKMX BOEHHbIX 6a3 mo BceMy Mupy B pamkax
nporpammbl U.S. Army IMOD. Kpome Toro, B cTpaTermyeckom napTHepcTBe C komnaHuen Fortress
Technologies noppasgeneHne  Nortel Government  Solutions paspabatbiBaeT peweHue  gns
roCyOapCTBEHHbIX areHTCTB Ans obecneveHus 3alluLLIEHHOW Mepegadn pedn, BUOEO U LaHHbIX MO
0ecnpoBOAHbLIM CETSIM.

OvHamuka poxonos

Pa3BuTure kopnopatmeHoro 6usHeca Nortel 03HameHoBaHO NosIBNIEHMEM psida HOBLIX 3aKka3umkoB. Cpean HUX
- 0fHa 13 KpynHemwmux B A3um MexayHapoaHbix hoHOO0BbIX OGP — roHKOHrckasa cpoHgoBas dupxa (Hong
Kong Exchanges and Clearing Ltd.), Kutaiickun HedTaHon yHuBepcuteT (China's University of Petroleum),
CTPEMSILLMICA ONTMMM3NPOBATb KOMMYyHMKaumm U obecneymTb NPOCTOM CETEeBOM AOCTYNn K y4eOHbIM
maTepuanam ang 40 000 cTtygeHToB, uspaunbckaa cTpaxoBas komnaHua Migdal Insurance and Financial
Holdings Ltd, ABcTpanuiickun yHnBepcuteT Makkyyopu (Macquarie University in Australia), ncnoneaytowmn
pelweHns 6e3onacHocTn Nortel, a Takke roctuHmua Langham Hotel Hong Kong, BHeapuBLliasa cucremsl 1P-
TenedoHun Nortel.

Komnanusa Bahamas Telecommunications Company Ltd. (BTC), kpynHenwmn onepatop cBsA3n Ha baramax,
nnaHumpyet BHegpuTb HoBble 6GecnpoBogHble GSM/GPRS TexHonormm Nortel ¢ uenbio paclvpeHus
OOCTYMHOCTU YCINyr HOBOFO MOKOJSIEHMS!, B TOM YMCIEe TFOSIOCOBbIX, MyNbTUMEOUAHBLIX 1 YCNyr Mo nepegaye
AaHHbIX. GSM/GPRS pelwweHue Nortel o6ecneunt BTC BbicoKyto addeKTUBHOCTb 3KChyaTaumm 3a cuyeT
CHWDKEHWS CITOXXHOCTM CETU U COKpaLLEeHNsi pacxodoB Ha 3KchnyaTtauuto, a Takke bnarogaps BO3MOXHOCTAM
ObICTPOro BHEAPEHMUS HOBbIX YCIYT.

MoppasgeneHne rnobanbHbix yenyr Nortel Global Services okaXeT NOMAHbIA LMKN ycnyr ansa TenedoHHON
cetn Rolls-Royce B pamkax 3akro4YeHHOro KOHTpakTa Ha ynpaBsrieHue CeTbio CPOKOM Ha cemb neT. Rolls-
Royce npeobpasyeT Bce cBOM TenedoOHHble CeTM B €OMHYIH0, COBPEMEHHYID CETb C pPaCLUMPEHHbBIMM
BO3MOXHOCTSIMM M C nogaepxkon ycnyr VolP. KopnopatmBHoe pelwenne Nortel Bkntoyaet B cebs
nporpammHbin - kommyTaTop Nortel Communication Server 1000, cuctemy Nortel CallPilot ans
YHUULMPOBAHHOIO [OCTyMNa K roflocoBbIM ycryram, (OakCUMWIbHOW CBSA3M U SMEKTPOHHOW MOYTE BHE
3aBWCUMOCTM OT MECTOMNOSOXeHNss aboHeHTa, a Tawkke MobunbHble ycriyrm Nortel (mobility services).
MogpasgeneHne rnobanbHbix yenyr Nortel Takke 3anmMeTca NPOEKTUPOBaHUEM, MHTErpaunen, ynpaBneHmem
n nopoepxkon cetu komnavum Suddenlink Communications, ogHoro u3 gecatM Begylux OnepaTtopoB
kabenbHon cBA3M B CoeguHeHHbIx LWTaTtax. Komnawumsi Suddenlink nnaHupyeT npefocTaensAtb ycnyru
TenedgoHun Ha 6ase TexHonorum VolP, ncnonbays pewexne Nortel Communications Server 2000-Compact,
cepTucmumpoBaHHoe Anst paboTtel ¢ kabenbHbiMM cuctemamn (PacketCable-qualified), B kadecTBe
nporpamMmmMHOro KoMmmyTatopa ansa onopHon cetu Suddenlink.

B uucne nocnegHux poctwkeHun Nortel Ha rocygapctBeHHoM cektope (Government Solutions) —
3aKMYeHne KoHTpakta ¢ MwuHucTepcTBOM HauuoHanbHow 6GesonacHoctn CLUA Ha ynpaBneHue wu
npefocTaBneHne agMUHUCTPATUBHBIX ycnyr ans CnyxObl rpaxgaHctBa u ummurpaumm CLUA, a Takke
KOHTPaKT Ha MPOEKTUPOBAHME CUCTEMBI U pa3paboTKy NPOrpaMMHOro obecrneyeHust Ha3eMHbIX CUCTEM Ans
HaumoHanbHoM agMUHUCTpaLMmn No okeaHy n atmocgepe CLUA.

Poccuincknii  anbTepHaTMBHBIA MNOCTaBLUMK TEeNeKkOMMYHUKAUMOHHBLIX YCnyr, komnaHusa Pride, BHegpwuna
ycnyrn 'triple play', BkniovawLwme ronocoBble, BUOAEO U  MynbTUMEOWVHblE ycryrM, Ha 06ase BHOBb
noctpoeHHoun cetn Metro Ethernet komnaHum Nortel. B aToM pelueHun ncnonbaytotcs npogyktel Nortel Metro
Ethernet, 4yTo nossonget komnaHwn Pride npefocTaBnNATb CBOUM 3akasyukam Takue ycnyrum kak IPTV ¢
nogaepxkon suaeo no 3anpocy, VolP, a Takke BbICOKOCKOPOCTHOW AocTyn B MIHTepHeT.
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Bengyuwime peleHuns cnegyroLwiero nokoneHus

HaunHaa ¢ Tpetbero keaptana 2006 roga Nortel HauyHeT BHedpeHWE OOHOM U3 CaMbIX COBPEMEHHbIX
oTpacneBbix TexHonornni - CDMA 1xEV-DO Revision A — ans komnanun Verizon Wireless. 910 o6HoBNeHne
obecneunT 3HauMTenbHO Gonee BLICOKYHD CKOPOCTb Mepefayqn AaHHbIX MO CPaBHEHWKO C CYLLECTBYHOLUMMU
ceTaAMM, M TMNOMOXET onepaTopy YyOOBMETBOPUTH MOMb30BATENbCKUA CMPOC HA BbICOKOCKOPOCTHbIE
GecnpoBoAHbIE YCIYTU B pPEXUME peanbHOro BpeMeHu, Takme kak VolP, Buaeo-tenedoHuto u coBpemMeHHble
MYNbTUMEANNHBIE NPUMOXEHNSI.

Komnanua KTF, oguH w3 Begywmx onepaTtopoB coToBon cBaAsn B KOxHom Kopee, 3anyctuna
CBEPXBbLICOKOCKOPOCTHYO GecnpoBogHyto ceTb 3.5G B Ceyne u apyrmux kpynHbix ropogax KOxHon Kopeun Ha
b6a3e 6ecnpoBOAHLIX LIMPOKOMNOMNOCHbIX TexHonoru LG-Nortel. Hoeas ceTb nopgaepxvBaeT Bce caMble
COBpPEMEHHbIE (DYHKLMM COTOBbIX TENEdOHOB, B TOM YMCNE Nepeaady BUOEO BbICOKOrO pa3peLleHusi, BU4eo-
yaTt, 0OMEeH MrHOBEHHbIMW BUAEO-COOBLLEHNSIMU N CpeacTBa yYAaneHHOro BUAeoHabnoaeHus.

UHdopmaumsa o Nortel

Nortel aBnseTcs Npu3HaHHLIM NUOEPOM B OpraHuMsauun CUCTEM nepefayn OaHHbIX, KOTopble MoMorawT
HapalvBaTb YenoBEeYEeCKUn ONnbIT, YCUNMBaTb U NMTaTb MEXAYHapOAHYI TOProBmio, a Takke 3almwaTtb U
XpaHuTb MHopMauuio obLLEMUPOBOro 3HaveHus. OkasbiBasi CBOU YCNyrn Kak oupmMam-nocTaBLLMKam YCnyr,
Tak U KOHEeYHbIM opraHu3daumsam-noTpebutensam, Nortel npegocTaBnseT HOBeENLWME TEXHUYECKNE PeLLEHNs B
obnacTtu ceTel goctyna u 6a3oBbIX ceTern U MyNbTUMEANMHbBIX N KPUTUYECKM BaXKHbIX BU3HEC NPUNOXeHUN, a
Takke NoOMoraeT AocTuratb Heobxoammon 3dEKTUBHOCTU, CKOPOCTU U MPOM3BOANTENBHOCTU, NpeofoneBas
cyliecTBytoLMe MPensTCTBMA NOCPeACTBOM YNPOLLeHUs ceTerd u obecneyvyeHnss JocTyna K MHdopmauuu.
Nortel ocywiecTBnaeT cBOK AesTenbHOCTb B b6onee yem 150 cTpaHax mupa. Onsa nonyydeHusa 6Gonee
AeTtanbHON uHdopmaumm npurnawaem Bac nocetuTb ctpaHuuy Nortel B cetn UHTepHeT www.nortel.com.
Camble cBexune HOBOCTU MOXHO NOMy4MTb Ha CTpaHuue www.nortel.com/news.

Hexomopsle 3asisnieHusi amozo npecc-penuaa mo2ym codepxamb makue €108a, Kak «Moz/Moe bbl», «Oxudaemy», «803MOXHO»,
«npedrnonazaem(cs)», «cyumaem(cs)», «<Hamepesaemcsi», «oueHugaem(cs)», «nnaHupyem(cs)», «npedycmampusaem(cs)», «cmasum
uernby» U Opyaue npo4due ¢hpasbl, KOMOPbIE OMHOCAMCS K 3asienieHusiM unnu uHghopmayuu o 6ydyujux nepcrekmusax 8 coomeememeuu ¢
Oelicmeyrowum 3aKkoHoAamenbCmMaoM Mo onepauyusiM ¢ UeHHbIMU Bymazamu. Omu 3asi8/1eHuUs1 OCHOBaHbl Ha MeKYWUX npedronoXeHUsIX,
oueHKax, rpoeHo3ax u nepcriekmusax pabomsi komnaHuu Nortel, cocmosiHUsI 3KOHOMUKU U PbIHKO8 ee npucymcmeusi. 3mu 3as1eeHust
cOenaHbl Ha OCHOBe 8aXkHbIX MPednonoxeHul, ¢ ydyemom sudos pucka u HeornpedeneHHOCMU, Komopble mpyOHo npedckazams, a
hakmuyeckue pesynbmamsl MO2ym Cyu,eCmeeHHO omaudamscsi om npednonazaembix. Hecmompsi Ha mo, ymo Nortel cuumaem, ymo
r1epcrnekmueHbIe OUEHKU, OmpaxeHHbIe 8 MaKux 3asienieHusix, pa3yMHO 060CHO8aHbI Ha pside npedronoxeHul, OHU, meM He MeHee,
MO2ym oKka3ambCsi HEMOYHbLIMU, U, criedosameribHO, chakmudeckue pe3dyrnbmamsi Nortel Moeym 3HauyumenbHo omnaudamscsi om
r1epCrnekmuUBHbIX OUEHOK, U3MOXeHHbIX 8 npecc-peru3e. Kpome moeo, chakmudeckue pe3yribmamal Unu cobbimusi Mo2ym CyujecmeeHHO
omnu4yambscs om npedrnonazaembix 8 3asi8/1eHUsIX 0 byOyuux nepcrnekmueax 8 pesynbmame cnedyrouux (i) pucka u
HeornpedenieHHOCMU, OMHOCSAUUXCST K HO8bIM 3asierieHusiM Nortel u cesisaHHbIM C HUMU 80MpocaM, 8KITIO4aloUUM: nocrie0HUe 3asieneHust
Nortel u 08a npedbIdyujux 3asa81eHuUs 0 hUHaHCOBOM MOIOKEHUU U C8513aHHbIX C HUMU cobbimul; ompuyamersbHoe go3delicmeue Ha
Nortel u NNL nocnedHux 3asieneHuli u 3adepxka 8bldayu ¢huHaHCO80U OMYEMHOCMU U C8513aHHbIX C Hell nepuoduYecKux om4yemos
(8kntoqas oxxudaemyro 3a0epXKy 8bidadu keapmasbHo20 omyema rno ®opme 10-Q 3a nepsnbili keapmarn 20062.), Komopble 8bi38anu
HapyweHue KoHmpakma o 8bliycke 001208biX UHCMPYyMeHmMo8 u obrueayuli no UCMoYyHUKam KpedumosaHusi ¢ 803MOXHOCMbIO MO20,
ymo enaderbybl 0011208020 0bs13amernscmea ux 2ocydapcmeeHHo2o donea unu Kpedumopsi NNL 6ydym uckamb rnymu ycKopeHust
rozaweHusi amozo 0osea u HapyweHue dozoeopa ¢ EDC o kpedumyroweli noddepxxke NNL ¢ 803moxHocmbio moeo, ymo EDC
omkaxemcsi om 00rnosIHUMerbHol nod0epXKu 8 Kadecmee UCMOYHUKa, Npekpamum ceou obsi3amesnibcmea o KpedumoesaHuto, umnu
nompebyem om NNL nepesedeHusi 8 HaruyHbIl 3a5i02 8cex UMerUUXCS Kpedumos, rnocmaHosesieHul cyda o 83bickaHuu 0oriea,
wmpaghos unu pacyemos usnu obbix 3HavumerbHbIX Wmpaghoe peaynupyrowux opeaHos unu opyaux wmpagos unu caHkyud,
OMHOCAWUXCS K MPOOOIIKarUUMCS peaynnsimueHbIM U y205108HbIM paccriedosaHusm Nortel 8 CLUA u KaHade; nobble 3Ha4umeribHbie
Oelicmeusi 8 pamkax 2pax0aHCKo20 Npouecca, He sIBNAWUECsT Hacmblo ype2ynnuposaHusi epynnosoco ucka, npednoxeHHozo Nortel;
N106ble 3HaYUMenbHble Hanu4yHble ebinnamsl U/unu cyuiecmeeHHoe yMeHblweHue 0oxodos Nortel 8 pe3ynbmame 3agepuwieHusi
npednoXeHHO20 ype2ynuposaHusi epyrnno8o2o Ucka Usu Xe, 8 Cllydae omcymcmaeusi ypeaynnuposaHusi, 6onee KpyrHble birnaamsi unu
803MeleHUe ybbIimKOo8 o 2pynnoeomMy UCKy; HeydayHble MOoMnbIMKU ucrpasneHusi cepbe3Hbix Hedocmamkos Nortel 8 obnacmu
8HYymMpeHHe20 KOHMPOIs ¢huHaHco8ol omyemHocmu, ecriedcmeue Ye2o KOMnaHusi He cMoana MoYHO U CBOEBPEMEHHO OMYUMbI8aMbCS
0 pesynbmamax pabomsl U hUHaHCOBOM MOMOXEHUU, 8pemsi, Heobxodumoe Nortel dnsi NpUHSIMUSI MepP 110 ycmpaHeHUt He0oCmamkos;
HecrniocobHocmb Nortel nonydums docmyn (8 mekywel ghopme) K peeucmpayuu UeHHbIx bymae 8 Komuccuu no ueHHbIM bymazam u
6upxam CLUA (SEC) ¢ npasom 3adepxku ghakmu4ecKoeo 8blirycka, KpedumHsbili pelimuHe Nortel Huxe uHeecmuyuUOHHO20 Knacca u
6ydyuwee ompuyamesnbHOe 8/1USIHUE HOBbIX (hUHAHCO8bIX 3asienieHull KoMnaHuu Ha ee KpeOumHbIl pelimuHe; HebrnazonpusimHoe
8030elicmeue HezamugHo20 rnabnucumu, cesi3aHHO20 ¢ HoBbIMU 3asierieHusiMu Nortel, Ha pabomy KoMnaHUuu U PbIHOYHYIO UEHY UEHHbIX
b6ymaz koMnaHuu, mopayemblx Ha pblHKe;, nomeHyuansHasi HecriocobHocms Nortel npuenekams unu yoepxxueams nepcoHar,
Heobx00uMbiii dns docmuxeHus uenell komnaHuu; Hapywerue Nortel ycriosutli peaucmpauyuti ueHHbIx 6ymaz Ha Hito-Mopkckoli
gpoHO080U bupke unu TopoHMckKol ¢hoHO080U bupike, Komopbie bblu 8bIHYXOeHbl Ha4amb MPOUECC 8PEMEHHO20 NPUOCMAaHOB8/1eHUS
Urnu UckmoYeHus1 akyuli usz bupxxegoeo criucka; noboe HesbinonHeHue Nortel obsi3amenbcme no peaucmpauuu no3dHee 15 urons 2006
2. ®opmbi 10-Q omuema 3a nepsenbil keapmarn 20062., ecnedcmaue Ye2o KaHadckue pezynsimusHble op2aHbl 0 UeHHbIM 6ymazam
8bIHYXOEHbI HaNoOXuUmsb 3anpem Ha mopau mobbiMu yeHHbIMU 6ymazamu Nortel 8 pamkax coomeemcmayioueli opucOUKUUU UnuU Xe
Hanoxume makol 3anpem paHee 8 criydae HecobntodeHus Nortel npasurn uHhopMUposaHUsi peaynsimusHbIX OpeaHos; (i) puck u
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HeoripedenieHHOCMb, c8si3aHHble ¢ pabomou komnaHuu Nortel, 8 mom qucrne: exea00Hble U exekeapmarsbHble KornebaHus
pesynbmamos dessimenbHocmu Nortel; cokpawjeHue cripoca u nosbiweHue AasneHusi UeH Ha MpolyKyuo KoMmnaHuu ecredcmeue
ycrnosutl Mupogoli 9KOHOMUKU, 3Ha4YumesibHasi KOHKYPEeHUUsl, KOHKYpeHmMHoe yeHoobpa3osaHue, 0CMOPOXHOCMb KarnumasnosnoxeHud,
rosbiweHuUe KoHconudayuu npoMbiwneHHocmu, bbicmpoe usMeHeHUe mexHonoaul, pazgumue rMPOMbIWIIeHHbIX cmaHdapmos, Yyacmoe
riosigrieHUe Ho8bIX MPOGyKMOo8, COKpaweHUe Cpoka criyx6bbi usdenul u dpyaue meHOeHUUU U 0CObeHHOCMU, OKa3sblgalowue 8nusiHue Ha
uHAycmputo ces3u; 060CHO8aHHOCMb HEOaBHO 0OBABNEHHbIX MIaHO8 PecmpyKmypu3ayuu, 8KIIoYas cesa3aHHoOe ¢ HUMU
nomeHyuanbHoe NnosbIleHUe hakmuYeCKUX UEH 8 CPaBHEHUU C OUEHOYHOU CIMOUMOCMbLI0 MaKUX Mi1aHo8, a makxe 803MOXHOCMb
docmusxeHus1 HaMe4YeHHOU 9KOHOMUU U COKpaujeHus1 deghuyuma neHcuoHHoz2o ¢hoHOa Nortel, He obecrneyeHHo20 cpedcmeamu; rroboe
cyujecmeeHHoe ompuyamernbHoe go3delicmsue Ha pabomy Nortel @ criydae He8epHO20 Po2HO3a KOMMaHUU OMHOCUMEIbHO
PbIHOYHOZ0 cripoca Ha ornpedenieHHble MPOOYKMbI UNU Hanu4yusi onpedesneHHbIX npensamemaeull 0nsi MexoyHapoOHO20 pacliupeHusi
KommnaHuu; rirboe cHuxeHue peldynbmamos dessmesnbHocmu Nortel u cesizaHHOe ¢ amuM HeroCMOSIHCMBO PbIHOYHOU UeHbl akyud,
mopayeMbix Ha bupxe, 8 pe3yribmame CHWXeHuUs1 8arnosol rpubbinu KoMmnaHuu unu konebaHuli Kypcog obmeHa sasom; fobble
Hea2amueHble cObbimusi, C8sI3aHHbIE C KOHMPAaKMOM Ha 1ocmaeku U 002080pHbLIMU 0b6s3ameribcmeamu O npou3sodcmese, 8 MOM YUCTIE 8
pesynbmame ucrosib308aHuUsi €OUHCMBEHHO20 ocmasujuKka OCHO8HbIX 0emarnel Ons onmu4yeckux cemed, u rtobbie deghekmabl unu
owubku 8 HacmosAwuXx unu rnaaHupyembix npodykmax Nortel; moboe HezamusHoe gosdeticmsue Ha Nortel ecrnedcmeue He8bINOMHEHUS
3aday npeobpasosaHusi dessmesibHoCcmu; OOMOHUME bHbIE CMOUMOCMHbIE OMPasku 8CEX OMIIOXKEHHbIX Har0208bIX akmugos Unu ux
yacmu; HecriocobHocmb Nortel 3awumume ceou npasa UHMesneKkmyasnsHoU cobcmeeHHoCcmu unu HebrnazonpusimHeie cydebHbie
peweHrus1 unu ypeaynuposaHusi KOHGIUKMO8 Ha o4yee UHMesneKmyarnbHOU cObCmeeHHOCMU; U3MEeHeHUSI HOpMamusHO-Pagogo2o
peaynuposaHusi iumepHema u/unu dpyaux acriekmos uHOycmpuu, HecriocobHocmb Nortel ycriewHo yrnpasnsime npuobpemeHHbIMU
KOMMaHusiMu Unu UHmezpuposams UX, a makxe dogecmu 00 KoHya unnu 0obumscs ycriexa 8 dessimesnibHoOCMU Cmpameauy4yecKux co308;
HebnazonpusimHbie pe3ynbmamsi HecriocobHocmu Nortel 0ormkHbIM 06pa3om pa3gusamb KOHMPOIIb (hUHAHCO8 U yrpasieHusi u
cucmemM u rnpoyecco8 omyemHocmu, yrnpasnsms 0esmesibHOCMbI0 KOMAaHuU U pa3susams ee unu co3dams 3¢hghekmusHyo
cmpameauro KOHmMPOors pucka; u (iii) puck u HeonpedeneHHOCMb, cesi3aHHbIe ¢ 060pOMHbIMU cpedcmeamu, obsizamenscmseamu o
¢uHaHcuposaHuto u karnumasy Nortel, 8 mom yucne: enusiHue nocrnedHeao 3as8eHUs u 08yx 3as8reHul, cOenaHHbIX paHee, O
hUHaHCOBOM MOMOXEHUU,; COKpauwjeHuUe CpoKa ebirnnamsl 20cydapcmeeHHo020 0orea U Kpedumos, Kormopoe MoXem fnpusecmu K
HesbinonHeHuto Nortel u NNL coomeemcmayrowjux obsi3amenbcme o 8binnamam; HecriocobHocms Nortel ynpasnsame konebaHusimu
dsuxxeHust OeHexHbIX cpedcme ¢ Uesbio huHaHcuposaHUsi 060pomMHO20 Karnumara, ceoespeMeHHO docmueaamp yernel KoMnaHuu umiu
nosrydyams O0MNOMHUMeEIbHbIE UCMOYHUKU (hUHaHCUPOB8aHUSsI; 8bICOKUL yposeHb Aosea, 02paHuYeHUe 803MOXHOCMeU Kanumarnusayuu
Nortel no npuyuHe ycrosuli kpedumosaHusi unu rnosy4yeHue 0ononHUMesbHbIXx obecrnedeHHbIX Kpedumoes co2/1acHO yCrI08USIM 8biriamb|
onpedesieHHbIX 20Cy0apcmeeHHbIX 3a00mKeHHocmel U ycriosull KpedumogaHUs; y8enu4eHUe c8si3aHHbIX OEHEXHbIX cpedcms, ecu
Nortel He cmoxem nonyyums dononHumesnsHol noddepxkKu obs3amernscme, 06ycrio8neHHbIX 06bIYHOU esamenbHOCMbI0 KOMIaHuUU,
unu ee doyepHue KoMnaHuUU He cmoaym obecrniedums docmamoyHoe (huHaHcuposaHue; HeeamusHoe enusiHue Ha Nortel ecriedcmeue
Heobxodumocmu ysenu4eHust bydyweao eknada 8 oripedesieHHbIe raHbl no npedocmasneHuro b2om, 8030elicmeausi pucka
Hernnamesxa o Kpedumy KnueHma usu HesbIrnosIHeHUe KIueHmamu riamexHbix 0bsi3aHHocmel coaacHO yCrio8usiM (huHaHCUpo8aHusi
KnueHmos; HezamueHoe erusiHue HecriocobHocmu Nortel 8 6ydyuwem npuobpemamb KOMIaHuU, pueiekams Kanumari, 8birlycKamb
doneosbie obsizamernibcmea u yoepxusame repcoHarn ecriedcmeue konebaHull yeH akyud, 0anbHeluwezo nadeHuUsi pbIHOYHOU
cmoumocmu akyuti Nortel, mopayembix Ha bupxe, unu 6ydyujeeo cnusiHUsI akyUOHePHO20 Karnumaria, 4mo Moxem fpusecmu K obwemy
CHUXEeHUI0 PbIHOYHOU CMOUMOCMU KOMMaHUU Umu K HeeamueHOMY 8030elicmeuto Ha IUK8UOHOCMb 0ObIKHOB8eHHbIX akyutl Nortel.
JornonHumernbHble ceedeHusi O 8bIlUEeYNOMSIHYMbIX U Opyaux ¢hakmopax cmompume 8 200oeom omyeme o ®opme 10-K u dpyaux
dokymeHmax peaucmpauuu Nortel 8 Komuccuu no ueHHbim bymazam u bupxam. Nortel 3asierissem 06 omcymcemeuu HamepeHul u
o0bs13amernibcme 06HO8IAMB UU MepecMampusams MepcrekmueHble 3aseneHus ecredcmeaue nosydYyeHuUss Hogol uHgopmayuu, 6ydyujux
cobbimutl unu Opyaux nPUYUH, ecu 3mo He mpebyemcs 3aKoH00amesibCmeoM Mo UeHHbIM bymazam.

- KOHel -
* UYucras npubbinb Bo BTOpoM kBapTane 2006 roga Bkmounna B cebs cynebHoe B3bickaHue (litigation recovery) B pasmepe 510 miH.
fonnapos CLUA B cBA3u C yperynupoBaH/eM rpynnoBoro ucka ¢ y4eToM nepeoLeHk CTOMMOCTM aKLuui
** Nortel n Globemark siBnsitotcs ToBapHbiMu 3Hakamu Nortel Networks.

NORTEL NETWORKS CORPORATION
Condensed Consolidated Statements of Operations (unaudited)
(US GAAP; Millions of U.S. dollars, except per share amounts)

Three Months ended Six months ended

June March June June June
30,2006 31, 2006 30, 2005 30, 2006 30, 2005

As restated As restated
Revenues $ 2,744 % 2382 $ 2619 $ 5126 $ 5,008
Cost of revenues 1,678 1,474 1,485 3,152 2,862
Gross profit 1,066 908 1,134 1,974 2,146
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Selling, general and administrative expense 596 595 588 1,191 1,166
Research and development expense 489 478 488 967 962
Amortization of intangibles 6 5 2 11 4
In-process research and development expense 16 - - 16 -
Special charges 45 5 92 50 106
(Gain) loss on sale of businesses and assets 10 (35) 11 (25) 33
Shareholder litigation settlement expense (510) 19 - (491) -
Operating earnings (loss) 414 (159) (47) 255 (125)
Other income - net 51 69 74 120 128
Interest expense
- Long-term debt (59) (46) (51) (105) (101)
- Other (11) (24) (1) (35) (4)
Earnings (loss) from continuing operations before income taxes, minority
interests and equity in net earnings (loss) of associated companies 395 (160) (25) 235 (102)
Income tax benefit (expense) (27) (23) 9 (50) (7)
368 (183) (16) 185 (109)
Minority interests - net of tax 1 9 17) 10 (31)
Equity in net earnings (loss) of associated companies - net of tax 3) (2) 1 (5) 2
Net earnings (loss) from continuing operations 366 (176) (32) 190 (138)
Net earnings (loss) from discontinued operations - net of tax - - (1) - 1
Net earnings (loss) before cumulative effect of accounting change 366 (176) (33) 190 (137)
Cumulative effect of accounting change - net of tax - 9 - 9 -
Net earnings (loss) 366 $§ (167) $ 33 $ 199 § (137)
Average shares outstanding (millions) - Basic 4,339 4,339 4,338 4,339 4,338
Average shares outstanding (millions) - Diluted 4,340 4,339 4,338 4,342 4,338
Basic and diluted earnings (loss) per common share
- from continuing operations 0.08 $ (0.04) $ 0.01) $ 0.05 $ (0.03)
- from discontinued operations 0.00 0.00 (0.00) 0.00 0.00
Basic earnings (loss) per common share 0.08 $ (0.04) $ (0.01) $ 0.05 $ (0.03)

Please refer to our Quarterly Report on Form 10-Q for the quarter ended June 30, 2006 including the Notes to the Unaudited Condensed

Consolidated Financial Statements.

NORTEL NETWORKS CORPORATION
Condensed Consolidated Balance Sheets (unaudited)

(U.S. GAAP, Millions of U.S. dollars, except per share amounts)

June 30, March 31,

2006
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Current assets

ASSETS

Cash and cash equivalents $ 1904 $ 269 $ 2,951
Restricted cash and cash equivalents 646 77 77
Accounts receivable - net 2,785 2,620 2,862
Inventories - net 2,035 1,984 1,804
Deferred income taxes - net 348 388 377
Other current assets 833 823 796
Total current assets 8,551 8,587 8,867
Investments 209 246 244
Plant and equipment - net 1,574 1,531 1,564
Goodwill 2,588 2,680 2,592
Intangible assets - net 205 166 172
Deferred income taxes - net 3,728 3,606 3,629
Other assets 971 1’025 1 ’044
Total assets $ 17,826 $ 17,841 $ 18,112
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Trade and other accounts payable $ 1,065 $ 1,069 $ 1,180
Payroll and benefit-related liabilities 861 778 801
Contractual liabilities 258 297 346
Restructuring liabilities 111 84 95
Other accrued liabilities 4,517 4,384 4,200
Long-term debt due within one year 18 168 1,446
Loan Payable - 1,300 -
Total current liabilities 6,830 8,080 8,068
Long-term debt 3,752 2,445 2,439
Deferred income taxes - net 107 109 104
Other liabilities 5,238 5,778 5,935
Total liabilities 15,927 16,412 16,546
Minority interests in subsidiary companies 738 754 780
SHAREHOLDERS' EQUITY
Common shares, without par value - Authorized shares: unlimited; Issued and outstanding shares:
4,339,368,770 as of June 30, 2006, 4,339,337,625 as of March 31, 2006 and 4,339,162,932 as of
December 31, 2005 33,932 33,935 33,932
Additional paid-in capital 3,326 3,295 3,281
Accumulated deficit (35,326; (35,692) (35,525)
Accumulated other comprehensive loss (771) (863) (902)
Total shareholders’ equity 1,161 675 786
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Total liabilities and shareholders' equity $ 17,826
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$ 17841 §

18,112

Please refer to our Quarterly Report on Form 10-Q for the quarter ended June 30, 2006 including the Notes to the Unaudited Condensed

Consolidated Financial Statements.

NORTEL NETWORKS CORPORATION

Condensed Consolidated Statements of Cash Flows (unaudited)

(U.S. GAAP; Millions of U.S. dollars)

Three months ended

Six months ended

June March June June June
30,2006 31,2006 30,2005 30,2006 30,2005
As As
restated restated
Cash flows from (used in) operating activities
Net earnings (loss) $ 366 $ (167) $ (33) $ 199 $§ (137)
Adjustments to reconcile net earnings (loss) to net cash from (used in) operating
activities from continuing operations, net of effects from acquisitions and divestitures
of businesses:
Amortization and depreciation 76 60 79 136 160
Non cash portion of shareholder litigation settlement recovery (510) 19 - (491) -
Non-cash portion of special charges and related asset write downs _ _ 2 _ 2
Non-cash portion of in-process research and development expense 16 _ . 16 _
Equity in net (earnings) loss of associated companies 3 2 1) 5 @)
Stock option compensation 28 25 18 53 36
Deferred income taxes 38 16 4 54 12
Cumulative effect of accounting change - 9) - 9) -
Net (earnings) loss from discontinued operations - - 1 - (1)
Other liabilities 86 73 102 159 181
(Gain) loss on sale or write down of investments, businesses and assets 8 (34) (10) (26) 17
Other - net 183 103 30 286 (77)
Change in operating assets and liabilities (402) (262) (82) (664) (344)
Net cash from (used in) operating activities of continuing operations (108) (174) 110 (282) (153)
Cash flows from (used in) investing activities
Expenditures for plant and equipment (78) (99) (70) 177) (124)
Proceeds on disposals of plant and equipment 2 87 10 89 10
Restricted cash and cash equivalents (570) 3 8 (567) 9
Acquisitions of investments and businesses - net of cash acquired @) (121) (446) (125) (448)
Proceeds on sale of investments and businesses 81 30 84 111 167
Net cash from (used in) investing activities of continuing operations (569) (100) (414) (669) (386)
Cash flows from (used in) financing activities
Dividends paid by subsidiaries to minority interests (13) (18) (10) (31) (24)
Increase in notes payable 23 4 18 27 38
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Decrease in notes payable 9) 3) (20) (12) (46)
Borrowings in loan payable - 1,300 - 1,300 -
Repayments of long-term debt (150) (1,275) - (1,425) -
Decrease in capital leases payable (4) (5) (4) 9) (5)
Issuance of common shares - 1 1 1 1
Net cash from (used in) financing activities of continuing operations (153) 4 (15) (149) (36)
Effect of foreign exchange rate changes on cash and cash equivalents 39 14 (50) 53 (85)
Net cash from (used in) continuing operations (791) (256) (369) (1,047) (660)
Net cash from (used in) operating activities of discontinued operations . _ @) _ 34
Net increase (decrease) in cash and cash equivalents (1,047
(791) (256) (371) ) (626)
Cash and cash equivalents at beginning of period 2,695 2951 3,430 2,951 3,685

Cash and cash equivalents at end of period

$1,904 $ 2,695 $ 3,059 $§ 1,904 $ 3,059

Please refer to our Quarterly Report on Form 10-Q for the quarter ended June 30, 2006 including the Notes to the Unaudited Condensed

Consolidated Financial Statements.

NORTEL NETWORKS CORPORATION

Consolidated Financial Information (unaudited)

(U.S. GAAP; Millions of U.S. dollars)

Segmented revenues
The following table summarizes our revenue by segment for:

Three Months ended

Six months ended

June 30, March 31, June 30, June 30, June 30,
2006 2006 2005 2006 2005
As restated As restated
Revenues
Mobility and Converged Core Networks $ 1,591 $ 1,426 $ 1,484 $ 3,017 $ 2,970
Enterprise Solutions and Packet Networks 1,068 871 1,074 1,939 1,952
Total reportable segments 2,659 2,297 2,558 4,956 4,922
Other 85 85 61 170 86
Total revenues $ 2744 % 2,382 § 2619 $ 5126 § 5,008

Geographic revenues

The following table summarizes our geographic revenues based on the location of the customer for:
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Six months ended

June 30, March 31, June 30, June 30, June 30,
2006 2006 2005 2006 2005

As restated As restated
United States 1,114 $ 1,132 $ 1371 § 2,246 $ 2,590
EMEA® 894 631 666 1,525 1,339
Canada 139 159 168 298 280
Asia 449 301 284 750 548
CALA® 148 159 130 307 251
Consolidated 2,744 $ 2,382 $ 2619 $ 5126 $ 5,008

(a) Europe, Middle East and Africa
(b) Caribbean and Latin Amercia

Network Solutions revenues

The following table summarizes our external revenues by category of network solutions for each of our

reportable segments for:

Three Months ended

Six months ended

June 30, March 31, June 30, June 30, June 30,
2006 2006 2005 2006 2005
As restated As restated
Revenues
Mobility and Converged Core Networks
CDMA solutions $ 588 § 514 $ 620 $ 1,102 $ 1,154
GSM and UMTS solutions 723 633 565 1,356 1,278
Circuit and packet voice solutions 280 279 299 559 538
1,591 1,426 1,484 3,017 2,970
Enterprise Solutions and Packet Networks
Circuit and packet voice solutions 361 339 459 700 781
Optical networking solutions 326 250 304 576 541
Data networking and security solutions® 381 282 311 663 630
1,068 871 1,074 1,939 1,952
Other 85 85 61 170 86
Total revenues $ 2,744 § 2382 $§ 2619 § 5126 $ 5,008

(a) Includes $186, $194 and $171 of revenue from our enterprise customers for the three months ended June 30, 2006 and 2005 and March 31,

2006, respectively, and $357 and $395 for the first half of 2006 and 2005, respectively.

Please refer to our Quarterly Report on Form 10-Q for the quarter ended June 30, 2006 including the Notes to the Unaudited Condensed

Consolidated Financial Statements.
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