NORTEL NETWORKS CORPORATION
Consolidated Statements of Cash Flows (unaudited)
(millions of U.S. dollars)

U.S. GAAP
Threemonths Three months
ended ended
March 31, March 31,
2003 ¥ 2002
Cash flows from (used in) operating activities
Net 10SS from CONtINUING OPEratiONS ... ... ...t ettt et et e et et et e e e e e een e anes $ (136) (841)
Adjustments to reconcile net loss from continuing operations to net cash from (used in)
operating activities, net of effects from acquisitions and divestitures of businesses:
Amortization and AEPrECIAION ...... .. oun ettt et et et e e e e 140 199
Non-cash portion of special charges and related asset Write doWNS ............oovviiiiiiiiiiiiiii e, (5) 97
Equity in net 10ss of associated COMPANIES ........c it ittt et et et et et et e s 7 4
Current and deferred stock Option COMPENSALION ..........uuiuniiie et et et et ee e 20 25
Deferred income taxes ... (6) (383)
Other HADITTIES ...t e e e e e et e e e 26 (37)
Gain on repurchases of outstanding debt SECUMTIES. .. ... ...veveiei et 4) -
(Gain) loss on sale or write down of investments and businesses .. 33 (22)
Other —Net.........ocveeviiiiiiiiinns 29 69
Change in operating assets and liabilities:
ACCOUNESTECAIVADIE ... et e e e 47 173
TNVENEOTTES ..ot e e e et et et e et et e e e e e e 111 90
1 (o000 1= - =< PP 5) 530
RESITUCTUIITIQ ... .. ettt et e et et et e e et et et e e e et et e et e s e ee te et et ean e aaeee s (190) (387)
Accounts payable and accrued liabilites .............ooiii i (153) 158
Other operating assets and lHabilitieS ... .......oooie it e e e 5 (107)
Net cash used in operating activities of continuiNg OPEratioNS .............oeuit it it e (81) (432)
Cash flows from (used in) investing activities
Expenditures for plant and @QUIPMENT .........iu ittt et e (18) (103)
Proceeds on disposals of plant and EQUIPMENT .........vue it ittt et 6 44
Decrease in restricted cash and Cash @QUIVAIENES. .. ... ... uuieit it e e e 20 -
INCrease in 1oNg-termM rECEIVADIES ..........ueiit it e e e et e 9) (107)
Decrease in 1ong-term reCaIVADIES ..........oo it e et e 5 89
Acquisitions of investments and businesses— net of cash acqQUIred.............c.oouiuiiiiiii it e 2 (19
Proceeds on sale of investments and DUSINESSES ..........coiiiiiiiiii it et e 7 59
Net cash from (used in) investing activities of continuing operations 9 37)
Cash flows from (used in) financing activities
Decreasein notes payable —NEL ..o 17) (11)
Proceeds from 1oNG-teM EDL ............iiiit it e e et e e e e e - 11
Repayments of 10Ng-term debt .......oo i e e e e (43) ()]
Decrease in capital 1€aSeS Payable. .. .........ouuiit ittt e 1) 4)
1SSUANCE Of COMMON SNAES ... ... ittt e e et et e et e e aee - 5
Net cash used in financing activities of continuing OPerations ................coooeiiiiiiiiiiii i (61) (€0)]
Effect of foreign exchange rate changes on cash and cash equivalents ... 18 (6)
Net cash used in CONtINUING OPErAtONS ... ... ... et tee ettt e et et et e e et e et et e eaeeaenaeneens (115) (476)
Net cash from diSCoONtiNUEd OPErALIONS .........uuee et ettt et et e et et et eaeeeeneeneens 253 52
Net increase (decrease) in cash and cash eqQUIVAIENES ..........oe it e e 138 (424)
Cash and cash equivalents at beginning of Period —NEL ..o e 3,861 3,513
Cash and cash equivalents at end of period — net $ 3,999 3,089

(1) The unaudited consolidated statements of cash flows for the three months March 31, 2003 are preliminary and are subject to change. Nortel Networks disclaims any intention or
obligation to update or revise such statements of cash flows prior to the filing of its reported results for the three months ended March 31, 2003.




