At the same time as the filing of the shelf registration statement and base shelf prospectus, Nortel Networks Limited and its
financing subsidiary withdrew a shelf registration statement filed with the United States Securities and Exchange Commission under
which they were previously eligible to issue up to $1,000 in debt securities and warrants to purchase debt securities.
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The ratings remain on negative outlook by Moody’s and Standard & Poor’s. There can be no assurance that our credit ratings
will not be lowered further or that such ratings agencies will not issue adverse commentaries, potentially resulting in higher financing
costs and further reduced access to capital markets or alternative financing arrangements. Our credit ratings may also affect our
ability, and the cost, to securitize receivables, obtain customer performance bonds and contracts, access the support facility with EDC
and/or enter into normal course derivative or hedging transactions.
Debt to capitalization ratio
The total debt to total capitalization ratio of Nortel Networks was 61% at December 31, 2002, compared to 47% at
December 31, 2001. The ratio reflects the increase in our deficit, partially offset by the equity offerings on June 12, 2002.
See our ‘‘Forward-looking statements’’ for factors that may impact our liquidity and capital resources.
Off-balance sheet arrangements, contractual obligations and contingent liabilities and commitments
Off-balance sheet arrangements
We currently conduct certain receivable sales and lease financing transactions through special purpose entities and are in the
process of assessing the structure of these transactions against the criteria set out in the Financial Accounting Standards Board
Interpretation No. 46 – ‘‘Consolidation of Variable Interest Entities’’, or FIN 46.
Our receivable sales transactions are generally conducted either directly with financial institutions or with multi-seller conduits.
We do not expect that we will be required to consolidate any of these entities or provide any of the additional disclosures set out in
FIN 46.
Certain lease financing transactions are structured through single transaction special purpose entities that currently do not have
sufficient equity at risk as defined in FIN 46. In addition, we retain certain risks associated with guaranteeing recovery of between
75 percent and 88 percent of the unamortized principal balance of debt which is expected to represent the majority of the risks
associated with the special purpose entities’ activities. This percentage will be adjusted over time as the underlying debt matures.
Therefore, we expect that unless the existing arrangements are modified prior to July 1, 2003, we will be required to consolidate the
assets, liabilities and any non-controlling interests of these special purpose entities effective July 1, 2003. The total assets and total
liabilities held by these entities at December 31, 2002 were approximately $176 and $176 respectively.
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