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

U.S. GAAP
Three months ended Year ended
December 31, December 31,
2003 2002 2003% 2002
Cash flows from (used in) operating activities
Net earnings (10ss) from continUING OPEraLiONS ..........ovvveiiiiit it $ 390 $ (167) $ 387 $ (3,286)
Adjustments to reconcile net earnings (loss) from continuing operations to net cash from (used in)
operating activities, net of effects from acquisitions and divestitures of businesses:
Amortization and depreciation ................cc.eveeenins 142 181 575 709
Non-cash portion of special charges and related asset write downs .......................................... 48 (55) 56 1,235
Equity in net (earnings) l0ss of associated COMPANIES ...........uviuitiiiiiniiii it e (1) 8 34 18
Current and deferred stock option COMPENSALION ............iviiiiiiiiiiiie i e 21 22 920 87
DEfETEH INCOME TAXES ... ... ettt et et et ettt et e et e e et e e eee e (25) 6 (33 (465)
Other liabilities 61 2 180 (12)
(Gain) loss on repurchases of outstanding debt SeCUrities. .. ... ....c.vvvvniiiii i - (60) (4) (60)
(Gain) loss on sale or write down of investments and bUSINESSES ...........c.viviiiiiie i, (20) 17 87) (1)
(01027 B 1= TP P TP TP PP PUPPTNN (111) (79) (73) 451
Change in operating assets and liabilities:
ACCOUNES TECEIVANIE ...t (298) (34) (174) 893
INVENTOMIES ..o @ 261 91 670
Income taxes 2 27) 17 1,263
Restructuring . (106) (275) (561) (1,145)
Accounts payable and accrued liabilites .................ocoiiii 265 166 (419) (816)
Other operating assets and liabilities ... . (93) (111) (426) (292)
Net cash from (used in) operating activities of continuing operan ONS ..ot 264 (161) (347) (761)
Cash flows from (used in) investing activities
Expenditures for plant and equipment .. (67) (46) (161) (335)
Proceedsond|spos®lsofplantandequment 19 50 41 406
(Increase) decrease in restricted cash and cash equival ents ........................................................ 53 189 200 (231)
Increase in |ong-term reCaIVAbIES ......... ..ttt e e (2) (22) 1) (271)
Decreasein long-term recalVables ............coouiiiiiiiiiii 5 49 212 302
Acquisitions of investments and businesses — net of cash acquired ..............cccooeviieiiiiiiieni e (5) - (59 (29)
Proceeds on sale of investments and bUSINESSES ...........uviiiiiiiii i 7 25 58 104
Net cash from (used in) investing activities of continuing OPErations ...............oieerieiiiiiiieenieeins 11 245 278 (54)
Cash flows from (used in) financing activities
Increase (decrease) in NOtES PAYADIE - NEL ........ivt it et e e e et e e (6) (19 (45) (333)
Proceeds from 1ong-term debt ..........coovviiiiiiii - 1 - 33
Repayments of 10Ng-term debt ..........uuiit i e e 3) (456) (270) (478)
Increase (decrease) in capital l€ases payable ..........oovuviiiiie i 1) 2 4 (10)
Issuance of common shares 1 - 3 863
Issuance of prepaid forward purchase contracts ....... - - - 623
Net cash from (used in) financing activities of continuing operan ons e (9 (476) (316) 698
Effect of foreign exchange rate changes on cash and cash equivalents ...............ccovviveiiiiiiineiieeeeee. 79 58 176 74
Net cash from (used in) CONtiNUING OPEFELIONS ........uiiiuitiit ettt 345 (334) (209) (43)
Net cash from (used in) discontinued OPErations .............couveeriit ittt e 83 35 412 374
Net increase (decrease) in cash and Cash eQUIVAIENES ..........euiieiiiiiiiii i e e 428 (299) 203 331
Cash and cash equivalents at beginning of Period - NEL ..............coiiuiiiiiiniiii e 3,566 4,090 3,791 3,460
Cash and cash equivalents at end of period - net ... $ 3,994 $ 3,791 $ 3,994 $ 3,791
@ The unaudited consolidated statements of cash flows for the three months and year ended December 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 year ended December 31, 2003.



