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Nortol Networks Gorporation Report on Non-Pension Post Retirement Benefit Cost and
Disclosure for Fissal 2008 Lindée CICA 3451 and FAS 1‘535!132{1? Vi5E

Report Highlights

This report has been prepared by Mercer (Canada) Limited at the request of Norte] Networks
Corporation’ ("Narte!") This report prov:des information relatmg ta Nortel's Ganadsan Non-.
Pension Post Refirement. Benefit Plan (‘the Plan” ) intendad for use in adcount ng for the costs of
the Plan and preparmg Nortel's financial statements under Canadian-and US GAAP. The
information presented in this report has baen: prepared in accordance with: Section 3461 of the
CICA Handbook {'CICA 3461")-and Statement of Financial Accounting Standards No. 106 (FAS
108} as modified by the Staterment of Flnancial acccunﬁng Standards No. 132(?&} (FAS132).and
the Statément of Financlal Accoun%ing Standards No. 158 (FAS 158) of the LS. Fihancial
Accounting Standard Board (FASR) (collectively referred to as “FAS 106")

The Non-Pension Post Retirement Benefit Plan is a defined bensfit plan funded on a cash basis
by contributions from Nortel,

We have used CICA 3481 terminology inthis repert where it differs from. FAS.106 terminology.
A glossary of thi differences between FAS and CICA terminelogy is inchided atthe end of this
repmt

Results are presented separately for Nortel Technology and Nortel Networks for the purposes of
allocating the non-pension post refirement benefil cost batween those entifiss. These results are:
intended for Internal purposes-only.

Nortet & fiscal year-end date is. December 31 and the measurement date for the plan obligations
as described in this report is December 31. Notfel changed its measlirement date from
September 30 to December 31 on SEptember 30, 2007. This: change required. 4 one- -tifie.
adjustrment of $6,475,000 to retained garningsto reflact the cost for the three-month.gap period
from September 30 to December 31,2007.

All results presented-in this repori-are.in Canadian dollars.

Morcer (Canada) Limited | | !



Norte! Metworks Corporation Report on Non-Pension Post Reticemant Benefit Cost and
’ o ) Disclosure for F:scat 2&08 Lmder CICA 346 and FAS msﬂazm}ﬁss-

Fiscal Year Ending December 31, 2008

The benefit cost (also referred to ds expense in this report) for the fiscal year ending
December 31, 2008 s a charge of $32,369, 000 (including & one-time adjustment of $5,475,000

to refained earningsy.

The Accrued Benefit Obligation ("ABO"} as. af Becember 31, 2008 is $352,425,000. The.
cerrespandmg Accrued Benefit Liability is $352,425,000 for fhe purposes of FAS 106 and.
$504,167,000 for the purposes of CICA 3461, ©

The employer contributions and employer-paid benefit paymeats during the fiscal year ending
December 31, 2008 were $24 817,000, Expected empinyer contributions for the: f‘scat year
endmg Decamber: 31 2@09 are $26 578,000,

Other comprehensive income (OCI) for the fiscal year ending December 31, 2008 was a charge
of $149,534,000.

It should be noted that fulure health care cost trends are especially difficult to predict, and actual
experiencé is liKely to differ from expected. The Use 'of a health care cost trend of 1% per year
aboverthe assumptmns used in this valuation: for the fiscal year ending December 31, 2008
would result In-an increase to the total ABO of approximately 6%. .

Fiscal Year Ending December 31, 2009

The projected benefit cost calculated for the fiscal year ending December 31, 2009, using a
discount rate of 7.37% per annumis a.charge of $8,080,000..

The actual benefil cost may. differ from the above mentioned projection in order to reflect any
beneﬁi plan changes or sfgn:f‘cant avents iakmg place during the coming fiscal year.

Changes.in Plan Provisions |
There were no changes in plan provisions since the last disclosure as.of December-31,.2007.

Changes in Actuarial Assumptions
There have besn changes i attuarial assumptions since the last disclosure as of December 31,
2007, Please refer to the Summary of Actuarlal Assumiptions in Append;x C-of this report for 4

description of these changes,.

Changes In Actuarial Methods
There were no changes in-actuarial methiods since the last disclosure as of December 31, 2007.

Special Events Accounting Treatment

Restructuring and workforee reduction activities in 2008 were not material enough-to warrant
curaiiment treatment, .

Mercer (Ganada) Limited : 2



Nortel Netwarks Corporation ' Report on Nen-Pension Post Relirement Banefit Cost.and. -

‘ Disclcsure for Fissal 2008 Under CICA 3461 and FAS 108 32(R)1158-

Principal Expense and Disclosure Information

A summary of principal expense and disclosure information, as required for digclosure purposes
pursuantto CICA 3451-and FAS 1 08, for the current and prior fiseal yesrs:n respect of the
gombined Plans follows.

{(All amounts in $000's)

Medical Plan
Fiscal Yoor Ending Fiscal Year Ending

f:omponents of Benef‘t Cost under GIGA 3451 N 31.12&8 _ _ 31312 ot
Guirent getvice cost S $1187 | $1.239
interest cost’ 20,394 19,644
Actual return-on plen.assets 0 o
Actuarial loss. (galn) ‘ (131,447 (20,882)
Plan armendments : o .
Curtaliment loss (gainy 0 D
Costs arising fa the period {$100,898) $21

Differarices betwesn costs afising.in the period.and costs
recagnized in the period inrespactof:

= Return on plan assets $0 30
« Actuarial loss {gain) 131,447 20,862
¥ Plani amendments: - (2201) (2,201)
«  Transitional cbligation (asset), _ . B 0
Benefit costrecognized 18360 18682

Mercor (Cannda) Linited 3



Hortel Networks Gorporation

(All amounts in $000's)

Components of Net Perlodic Postretitement Benefit

Reporl on Non-Pension Post Relirement Benefit Cost and
Disclosure: for Fiscal 2008 Under SICA 3461 and FAS 108H32(RINES

Fiscal Year Ending Fiscal Year Ending

Cost (NPPBC) uziﬂer FAS 106 3'f “12.08: 31;12.(37 _

Sepvice cost 81487 o§i2R

interest cost 20,394 19,644

Expacted return on plan.assets T 0

Aviortizations |

« Transition (asset) obligation 0 0

®  Prior servics (credit) cost {2,20%) {2,201)

«  Avluarial(gain}loss: g 0

Sub-total NPPBC B $18,682

Curaliment {gain) loss 0 ' 0

Settlement (gain) loss 4} [+

Special termination banefits R 0
e

Total NFPBE

Estimated Amounts That Wiii Be Amortized
From Accumuiated Other campmhéus}we-!ncomg
(ADCS) into’ NPPREC. in the Mext Fiscal Year under FAS

Fiscal ¥Year Ending Fiscal Year Ending

408 208 311207
Transkson obitgatmn (asset) 30 B0
Prar servics costs: (¢redif} (2:201) {2,201
Acluarialloss (gain) - (12,626) 0
Total  ($14,827) ($2,201)

Fiseal Year Ending Fiscal Year Ending

Change in Acorued. Benafit Obhgation (ABQ) 311208 o3 12.07
KBO at end'of prior yaar $373,041 8304873
Adjustment for change in mieastrement date 1,398 NIA
Ctirrent service cost 1,157 1,239
intetest cost ' 20,304 19,644
Emplayees’ contributions 0 0
Plan amendments o 0
Benefits paid {18,859) {17,753
Actuarial loss (galn) {131,447) (20,862)
ABO at end of year  §245,585. $373,941

Mercer {Canada) Limited



Nortsl Networks Corporation

(All.amounts in $000's)

Repoit on NonPension Post Reliremenl Benafit Cost and
E!i&dasurs for Frscal 2008 Under GICA 3461 and FAS 1087{32{RV154:

Fiscal Year Ending Fiscal Year Ending

Changa In Plan Assets 311208 - 311207

Fair value-of plari assets at efid of prior year 0 Y

Actual retrm on plan assels o 0

Emptdgércam‘riba{ions '18-,,859 17,753

Emi gloyaes" confributions ] 0

Benefits paid (18,859) (17,753)
i e

Fair value of plan assets at end of year

Rec:nm:ihation of Funded Status to. Accrued Benefit

Fiscal Year Ending Fiscal Year Ending

Asset {Liability) under CICA 3461 31,9208 BAZ0T
Funded status 5t end of year ($246,585) (§873.941)
Employer contributions during period from measuremant- o
date lotiscal year end: 0 - 3,880
Unamortszsd transft[onal ‘ehiigation {asset) &/ 0.
Unamortized past service costs {22,608) (25,359)
Unamortized net actuarial foss {gain). ~ {100,415) 37,944
Acerued benefit asset (liability) ~{$369,608)  ($377,366)

Fisgal Year Ending Fiscal Year Ending

Reconciliation of Fumded Status under FAS 158 ) 31.12 08 31207
ABPOat end of year " $246.585 $373,841
Fair value of plan assets abend of year 0 0
Employer contributions between measurement date and _ _

fiscal year end N NA - . 3,960
Netassef: (Habinty) amoting recognlzed ltvstatement of o o
financial pnseimn -Surplus (Dafigit): at and of year ‘ ~ ($246,585) {$373.841)

Amounts Recognized In Statement of Financial

Flscal Year Ending Fiscal Year Ending

Posntlon Fursuani to FAS 1061’158 ﬁoﬂsisi of a4, ’Ii’.’ﬂE _ 31207
“Current (jiabilities) (§18,860) {$21,849)

Non-gurrent (I;abiimeéj' (e27.725) (348,102)

Net assef (liability} amoiintrecognized Tn statement of

fi rianc:fai posit:on _ {5246,5885) ($369,951)

Mercer. {Canada) Limited



Report an Nan-Peoslon Post Retiremant Benefit Cost and

Nertel Networks Gorporatfon
Disclosure for Flscal 2008 Ufder CICA 3461, and FAS 106M SZ{R)(‘ESB

(All amounts in §000's}

Amounts Mot Yet Reflected in NPPBC and are included Fiscal Year Ending Fiscal Year Ending

in AGG under FAS 106/158 (Before Tax) o 31.12.08 207
Transifion assel (obligation) 50 50
Pribr service dredit (cost) 22,608 25,359
Actuarial galn (loss) 100,418 {17,944)
AOCE ' $123,023 $7.415
Cumulative empioyer contributions In.excess. of NPPBC {360,608} (377,366)
Net amount recognized in statement of ﬁnane:aﬁ pasttmn . (§245,585) B 't'$'369“,9'51)
Fiseal Year Ending Fiscal Year Ending

Reconciliation of AGCI under FAS 198;‘*158 - 3h1z2,08 R o i

~ ADCI &t the end of the prior year- o §7.415 ($11.248)
Adjustment for change in measurement:date {550) M/A
Ad;ustman% for $TB bansfit payments (13,088} NiA
Other comprehénsive income (loss) 129:245 18,661
AOCIatthe enid of theyear §123023  STA1S
Changes Recognized in Other Comprehensive Income  Fiscal Year Ending Fiscal Year Ending

_ {Loss) during the period under FAS 106/158 _ 3208 314207

“Transition (asset) obligation arising during the period 0 s0
Prior servics (Bredit) cost arising during the pérlod’ 0 9
Net actuarial (gain) foss arising during the period {131,447) (20,862)
Nen-routine events {Lz. curlaiiment, sattiements). 0 0
Amoartization of transitionai asset {obligation) 0 o
Amortization of prior service credit {cost) : 2,201 2,201
Amortization of actuartat gain (oss) ‘ 0 0
Total changes recognized in other comprehensiva S o
(income) foss o - _ls1es,246) __{§18,661)
Additional Information for Plans with APEO in Excess Fiscal Year Ending Fiscal Year Ending
of Plan Assets _ 242,08 3MAZ0T
APBO o §248585 ~§373,941
Fairvalusofplanessets w0 _§0

Mercer {Ganada) Limited



Nortol Networks Corporation

{All amounts in $000's)

Repart an Non-Panstan Post Refiremant Benefit Cosland
Diselgsure for Fiseat 2008 Under CICA 3481 and FAS 106A32(RY158

Life Plan
: Figcal Year Ending Fiscal Year Ending

Components of Benefit Cost under CICA 3461 “3viz:09 avazor
Current service cost $362. 422
Interast.cost 6.789: 6,670
Actual return on plan.assets. 0 4]
Actaarialloss (gein) (20895) (12,758)
Plan‘amendments 0 0
Girtailment loss {gain) 0 0
Costs arising In the period {$13,744) ($5,666)
Differences betwaen costs arising in the period and costs '
recoghized In the period In respectofl -
“  Return on'plan assets: 0 0
v Actuariatloss (gain) 20,895 12,758
¥ Plan amendmsnts (607 (807)
= Transkiona obligation (asset) 0 0

_ §6544 46,485,

Benefit cost recognized

Components of Net Periodic Pestretirement Benofit

Fiscai Year Ending Flscal Year Ending

Gost (NPPBC) under FAS 106 Mo IA2.07
Servicecost sz $422
Interest cost. 6,789 5,670
Expacted refurn on plan assets 0 0
Amortizations.

= Transition {assety obligation o 0
= ‘Prior service (Sredity-cost {607} (607)
= Actuarial {gain) loss 0 0
Subdotal NPPEC $6,544 ' §6,485
Curtaliment (gain} loss- 0 0
Seltlement {gain) loss 0 0
Special termination benefits 0 0
Total NFPBC 36,544  §6,485

Marcer (Canada) Limited



MNortel Netwarks Cuorporation

(Al amounts in $000's)

Estimated Amounts That Will Be Amortized
From. Accumnlated Bihef {‘;omprehensiva Income
(AOGI} inta MPFBQ m the Nax% Fisn:.al Year: under

Report on-Non-Pension Post Retirement Benefil Coslt and
Diselosure for Fisaal zﬁea Uﬁder G§CA 3461 and FAS 1551132(&)1158

Fizeal Year Ending  Flsoal Year Ending

FAS 106 1. 12 08 31 12 o7
Trar;srhon cbhgauon {agsel) 50 50
Prior. service costs (credit) (607} (607)
Actuarial Toss (gain) {1,133y T :
Total {$1,740} (e80T

Fiscal Year Ending Fiscal Year Ending

Falr value of plan assets at end of year

Change in Accrued Benefit Obligation {ﬁ.BQ) 30208 31.12.07 _
ABOQ.atend of prior year $424,562 $133,303
Adjistment for ehiange in nieasurement date 980 N/A
Current senvice cost 362 422
Interest cost 8789 6,670
Employees' contributions o] gy
Plan amendments: 0 0
Benefits paid {5,858) (3,168}
Actuarial foss (gain) (20,895) (12,758)
ABO at and of yedr . §105840 124582
Fiscal Year Ending Flscal Year Ending.
Change in Plan Assels 31 12\.{?8 _ 3’! 12.07
 Fair value of plan assets at end of prior yéar 50 80
Actusl relurn on plan asssts - 0 o
Employer contributions 5,958 3,185
Erployess”contributions g o
Benigfits paid  (5.958) (3185)

Reconciliation of Funded Status to Accruod Benefit

Fiscal Year Ending Fiscal Year Ending

Asset (Liability) under CICA 3464 314208 staz07
Funded status at-end of year T (5105,340) ($124,562)
Employér contribiitions during period from measurement _
date to fiseal year end ' 0 808
Unamortized transitional obligation (asset)” 0 0
 Unamortized past service costs’ (3,408) (4.167)
Unamortized net actuarial bss (gain) (25,311} (B,260)
Accrued banefitasset {liability) ($134,559) (3134,211)

Mercar (Canada) Limitod



Raport on Man-Penslon Post Relirement Benefit Gos! and

Nortet Networks Corporation
Dis¢losure for Fiscal 2008 Undei CEGA 3461 and FAS ‘EE}GHSZ(R]HSR

(All amounts in $000's)

Fiscal Year Ending  Fiscal Year Ending

Reconciliation of Funded status uﬂder FAS 158 31,12.08 34.42, a7
ABPO at end of year o $058d0 $124562
Falrvalue of plan assets st end of year o g
Emplayer contribuitions between. fedsurement date ard- _
fiscalyear end- 7 NA 808
Nef asset (liability) amount recognized in statement of’ ' _ ' - B
financial pcsiiion Surptus (Deficit) at end of | year {108,840} {$123,754)
Amaounts Recognized.in Statement of . Financza; Fiscal Year Ending Fiscal Year Ending
Pasmon Pursuant to FAS 106/158. {:ansi‘st of 31 12.08 o 31 ’!2 07
Current (labiliies) ' A AT N Ty & Y
Non-current (fiabilities) (98,122)  {116,375)
Het assot (Habifity) amount racegnized in stalsment of o ' o o
financial position S ($105,840) {$123,754)
Amounts Not Yot Reflected in Nf*PB& and pre included  Fiscal Year Ending Fiscal Year Ending
in AOCI under FAS 106{158 (Bafure Tax) » _ 314208 311207 -
Transifion asset {sbligation) ' ' %0 50
Prior service cradit (cost): 3,408 4,187
Agtuarial galn (loss) 25314 6,260
AOGI - $28,719 810,457
-Gumulative employer contributions inexcess of NPPEC. _ ¢ 134,559) (134,211}
Net amount recognized In stateriient of financlal position  (§105; m) ($123,754)
Fiscal Year Ending Fiscal Year Ending
Reconcifiation of AOCI under FAS 106/158 ‘ 41.12.08 3142.07
AOCH gt the end of the prior year ' S B10457  (31.804)
Adjustment for change in measurement date (152) NIA
Adjustment for ADB benefit payments (1,874) NIA
Other comprehensive income floss) ' 20,288 251
AOCtat theend of the year ST $10457

Mercer (Canada) Limited



Nortel Netwotks Corporation

(All amounts-in $000's)

Changes Recognized in Other Comprehensive income
(boss) during the poriod under FAS 106/158

Report on Non-Pensian Post Retirement Benefit- Cost.and
Disclosyre for Flscal 2008 Under CICA 3461 and FAS 106M32(R}/158 |

Fiscal Year Ending Fiscal Year Ending

Transition (asset) obligation arising during the period
Prior servics (credity cost arising duting the period
Net actuarial {galn) loss arising during the period:
Non-routine events (e curtailment, selliemenis).
Amortization of transitional asset (obligation)
Amortization of prior service credit (cost)

Amértization of actuarial gain (ogs)

Total changes recognized In other comprehansive
(incoms) loss

31.12,08.  3AR07

$0 80

0 0

(20,885) {12,758

6 0

0 0

607 807

) D
_($20,288) As12151)

Additional Information for Plans with APBQ in Exoess

Figseal Yeor Ending Fiscal Year Ending

of Plan-Assdts 314208 34207
APBO $105,840 $124,562
Fair value of plan assets $0 8

Mercer (Canada) Limited.

10



Nortel:Networks Corporation

{(All amounts In $000's}

Total Plan

Repod on Non-Pension Post Relirement S8enafit Cost and
Disclosure for Fiszal 2008 Undar GICA 3461 and FAS 1051 32(R)M 58,

Fiscal Year Ending Fiscal Year .Endir_i_g

Components of Benefit Coqt tmder C%Cﬁ 3461 ) 3?{,_172._03 _-31;12,{33’ _
Gurrent sarvice cost ' ' 81,519 $1,661
Interest cost, 27183 26,314
Actuslfetum on plan assets 0 i}
Actuarialioss (gain) (162,342) (33,620)
Plan amandments 0 0
Cuyrtaiiment loss-{gain) 0 0
Costs arising inthe period ($123,640) $5,645
foferences patweasn costs-arising In tha parmd and costs
tecognized iy the petiod in fespect of:
= Retum on plan assats 0 0
*»  Actuarial foss-(gain) 162,3424 33,620
% Plan amendments (2,808) (2,808)
«  Transitional obligation (assef) 0 D
§25,894 $25,167

Benefit costrecognized.

Components of Net Periodic Postretirement Bonefit

Fls_cal ¥ear.Ending Fiscal Year Ending

Gost. mPesﬁg under FAS 106 342,08 Cstdzor
Service cost 51,518 $1.661
Interest cost 27,183 26,314
Expected return.on plan assats 0 0
Amortizations

= Transition (asset) obligation 0 0

*  Priorsarvice (credity cost (2,808) {2,808)

»  Actuarial {gain) loss & 0
Sub-total NPPBG. $25,804 $25,167
Cuitaliment (gain) foss . a. o
Setlement {galn) loss 0 Rt
Special fermination benefits [} _ 0
Total NPPBC  $25894 $25,187

Mercer (Canada) Limited

11



Mortal Netwarks Gorporation ' Report-an Non-Pension. Post Relirement Benefil Cost and
T T Disclosure for Fiscat 2008 Undsr OICA 3461 and FAS 106/132(R)158

Fiscal Year Ending  Flscal Year Ending

Weighted-Average Assumptions. for Expense. 31.45.08 31:12.07
Discountrate T se0% 5.13%
Rate of:.cq_r_ﬁpemaﬂon'ina’rease'(éxciudiag rhetit and 3.25% 3.50%
promotion)
triitial weighted average health.care trend rate 547% 6.62%
Ultfmate welghted averags:fiealih cars trend rate 4.70% 4.50%
Year ultimata rate teached. o 2015 2015
Fiscal Yeor Ending Fiscal Year Ending
- Weighted-Average Assumpiions for Disclosure 31.12.08 . atdzor
Discount rats - h COT8T% 5.60%
Rate of compensation increass (excluding merlt and 1.26% 3.28%
 proristion) ‘ *
Iritial weighted average health care trend rate B.14% B:47%
Ultimate weighted average heaith care Yrend rate 4.82% 4.70%
Year uitimate rate. reached 2028 2015

Mercer (Canada) Limited : & 12



Nurtel Metworks Gorporation

(All amounts in $000's)

Estimated Amounts That Wil Be Amortized.
From A0CLinte NPPBC in the Next Fiscal Year undar

Report on Non-Penslon Post Retirernent Benefit Cost and
Disclosure for Fiscal 2008 Under CIGA 1451 arad FAS 108A32(R)M58

Fiscal Year Ending PFiscal Year Ending

FAS 106 3142.08 31.12.07
Transition Gbilgahan (asset} $0 $0-
Pnor:serv;ce_cgsts {C{edil) (2,808). {2,808)
ActuarialToss (gain) (13.759) o
Total ' ($16,567) s2808)

Flscal Year Ending Fiscal Year Ending

Change In Acerved Benefit Obligation (ABQ) _ 31 12 08 _ 3%12 o7
ABO at erid of prior year - $498,503 §525,066
Adjustrment for change In measurement date 2,375 N/A
Current sarvice cost 1,519 1,861
Iriterest cost 21185 26,3714
Employees' contributions 0 D
Plan amendments 0 0
Banefits paid (24,8173 (20,918)
Actuarial loss (gain) (152,342) {33,620)
ABG st end.of year §382,425 $498,503

Fiscal Year Ending Fiscal Year Ending

Ghange in Plan Assets 3’1 A2, 08 31_’?2_&?
Fair valtie of plan assets at end of prior year $0 $0
Actual returnon plan assets 0 4}
Employet contributions: 24,817 20,918
Employses’ contributions Y 0
Bensfits pald {24,817) (20,918)
Falr value of plan agsets-at end of year 80 $0

Recenciliation of Funded Status to Accmgd Beneﬁt

Fiscal Yoar &nding Fiscal Year Ending

:-Asset (Llabnhty) under C.‘lcﬁ 3451 ‘31 A2, 68 S'ii‘iz.ﬂ? _
Funded status.at end of year ($352,425_) (349&,5&.3_}
Empiltyer confributions dutring period from measurement - '

date fofi iscal ya;ar and it 4,768
Unamorized transitional obligation (assef) o 0
Unamoitized past service costs {26,016} {28,526)
Unariortized el actisial loss {gain) {125,726} 11864
Accrued Benefit asset (ifability) ($504,167) (3511,577)

Mercer (GCanada) Limlted
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Mortel Networks Corporation
) Disctosure far Flacal 2008 Unidsr CICA 8461 arg FAS 108/4300R)H4 58

(All amounts.in $000's)

Fiscal Year Ending Fiseal Year Ending

Reconciliation of Fumfeﬂ Status under FAS 158 A0 S3LAR20T
ABPO at end of year ' ' . $352,425. © 5408,503
Falr value of plan assets at end of year Ry ‘0
Emplayer confributions during pefiod from measurement-
dateto fiscal year end _ /A i 4,798
Net asset (liabllity) amount recagiized In statement of '
financial. pcsition-aurptus (Deﬂcit} atendofyear ~~  ($352,425)  ($493708)
Amounts Recognized In Staitement of Financial Fiscal Year.Ending Fiscal Year Ending
Position Pursuant'to FAS 106/158 Consist of 31.42.08 IAROT
Current (liabilities) S ' (326,578) T (520,228).
Non-cuirent (iabilitiss)  {oabg4my (484477)
Netagsat {hahi!ity} amount recognized in-statement of o
financial position o ($352,425) ($493,705)
Amounts Not Yet Reflected In NPPBC and are included  Fiscal Yoar Ending  Fiscal Year Ending
in AOGI ameler FAS 108158 (Before Tax) 314208 31.12.07
“Transition asset (obligation) - $0 50
Prior sétvice cradit (cost) '_ 26,016 29,526
Actuarist gain loss) '  dzs728 (11,854)
ACCI O s1str4z 517,872
Gumulative employar contributions In excess of NPPBC _ (604,167} {511,877
_Netamount recoghilzed In Statement of financial position  ($362,425) ($433,705)
. Fiseal Year.Ending Fiscal Year Ending
Reconelliation of AOC] under FAS 1106/158 3t 12_70_8_ » 31 1207
AQCiatthe and of thapriofyear LT R T 1 -V
Adjustrnant for change In measurernent date (702) NI
Adjustment for T8 benefit payments {13,088) A
Adjtistmenit for ADB benefit payments (1,874) NIA
Other compretiensive incoms (loss) 149534 30812
AOClattheend of theyesr _ O ss742 17,872

Mercer (Canada) Limited 14
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{All. amounts in $3000's)

Changes Recognized in Other CQmprehansh.'e Income
{Loss) during the pariod undar FAS' 106!1 58

Report on Non-Pension Post Refirement Benefil Cost and
Disclosure for Fissal 2008 Under CICA 3467 and FAS 108/132(R)A158

Fiscal Year Ending Fiscal Year Ending

Transition (asset) ebiggailon arlsing. during the: permd
Prior service {credit) costafising during the pariod
Net actuarial.(gain) loss arising: during the period
hon-routing evenis (1 &, curiailment, sﬁt*!amems}
Amortization: of transitional asset {obi lgai lon)
Amiortizalion of priot sétvice cradit (cost).
Amortization of actuarial gain (loss):

Total changes.recognized in other comprehensive
{Income] loss .

311208 314207
$0 ' £0

0 0

(152,342) (33,620)

0. 0

0 [

2,808 2,808

0 &
_(3149,534) (530,812)

Additional Information for Plans with APBO In Excess

Fiscal Year Ending Fisecal Year Ending

of Plan Assets. 314208 a2
APBO $352,425 498,503

Falr value of plan assets

s 50

Effect of Change In Assumad Health Care Cost Trand

Fiscal Year Ending Fiscal Year Endmg

Ra.es al ‘1_2_ UB 3'3 ‘121&0?
Effatt o aggreuate “of curfent service cost and inlerest cost ' '

= One-parcentage peint.increase $2,871 $3,037
*  One-percentage point decrease (§2,363) {$2,.484)
Effsct on ABO at fiscal year and '

*  One-percentage point increase: $22,118 $43,951
»_One-percentage point decrease. (819,026) (536,658)

Fiscal Year Ending Fiscal Year Ending

Effect of Change in Assumed D;s::ount Ram 314208 314207

_Effect on ABO at fiscal year end o

= Tweénty five basis points Increase {8,085y ($20,068)
$8,356 $14,037

= Twenty five basis points decrease

Fiscal Year Ending Fiscal Year Ending

Effect of Change In Assumed Salary. Spale 3142,08 314207
Effect on ABO at fiscal year end - o
s Twenty five basis points increase 11 %45
* _Twenty five basis points decrease ($10) (844)

Heraer {Canada) Limited
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Hortel Natworks Corporation Report on Non-Pension Post Refitemnent Beneiit-Cost and:
) {Hiseiosure. for Fiscal 2008 Under CICA 3481 and FAS 106/132(R)/158

{All amounts in $000's) ~
Expectat Cash Flows for the Plans Life Medical Total
Expacted employer contribufjons for the T B T
next fiscal year 57,718 - $18,880 $26.578
Expected benefit payments for fiscal year - ' '
ending o '

2008 ' $7,718 $18,860 $26,578
2010 $7.898 ‘$15:344 -$27.338
2011 $8,243 $19,764 $28,007
2012 58,478 $20,087 $28,565
2013 $8:678 $20,351 $29,020.
2014-2018 $45,008 $104,984 §149,962

Mercer {Canada) Limited ' A 18



Hortel Networks Corporation . Report on Non-Pension Post Ratiremeni Benefit Cost and
) Disclosure for Fis:;al 203& Undar CICA 3451 and {-AS 108!‘232(R}I1 58

Certification

We have prepared an actuarlal valuation of Nortel's benefit obligations for accounting purposes
as at November 30, 2005 and: extrapolated those results fo Septeniber 30, 2007. The purpose-of
this:extrapolation is to detarmine the cost.of Plan, in accordance: with the accounting standards;
to enable the Comipany 1o aiccount for the costs of the: plan for the: fiscal year beginning -
Janvary 1, 2008 and ending December 31, 2008,

In-addition, we have prepared-a.second actuarial valuation of Nortel's benefit obligations for
accountmg purposes as at April 1, 2008 and extrapoiated thiose results to-December 31,2008,
in aceordance with our marndate, the purpose of this valuation and axtrapoiatian is to deterine
the: obligations of the Plan in.accordance with CICA 3461 and FAS 106 to enable the Company
to satisfy the disclosure requirements under CICA 3461 and FAS 106.

Plan Pravisions

The results of the valuations set forth.in this report reflect the provisions. of the plan as.0f
December 31, 2008, Asummary of the plan provismns and the plan amendments are provided
in Appendix D of this- report.

There was no substantive commitment as defi ned under CICA 3461 and FAS '106 reparted 1o.us
by Managamant

Data

The 2008 benefit cost contained in this report is based on data as at November 30, 2005
updated to reflect the third wave of Project Allegro and restructuring activity through June 30,
2006. The 2008 disclosure is based on April 1, 2038 membearship data. The membarship datais
summarized later in this:report,

We used and refled upon participant and financial data supplied by Nortel-and Sun Life and plan

daaumems promded by Nortel. We have tesied the data for internal cnns;steney and
reasonablaness and have no reason to doubt its substantial accuracy.. Audits of the source

Mereer (Canada) Limited ' 17



Report on Non-Penslon Post Refirement Benefil Cost and
Bisglosura for Flacal 2008 Under CICA 3461 and FAS 105/ 132{le1 58

Martel Networks Corporation
records would not normally ba performed:in.connection with this work and we have nof dona so
inthis case,

Subsequent Events

After checking with représentatives. of Nortel, tothe best of our knowledge, there are no events
subsequent to the valuation date which; i olir.opinion, would have'a material impact on the
results of the valuations and: extrapoiahons

Methods and Assumptions

Our valuation has been prepared on the basis of actuarial methods and assumplions selected
by Nortel's management {"Management”) for: accounting purposes i accordance with CICA
3461 and FAS 106. The dctuarial- methods and assumptions used for the purposes of this
valuation are summarized reporting Appandix of

We have provided advice on the selaction of assumptions used in the development of the
benef t'cost and the ABO, notab!y the health care frend rate’ and variations in claims: costs. by
age, Tha demographic assumptions are tonsistent with those used in the valuation of the-

company's pension plans,

The echanges fo-the actuarial methods and assumptions used fo develop disclosure infnrmatson
for the cutfent fiscal period. cumpared to tHose used to determine the disclosure information as.

‘of December 31, 2007, are as follows:

~  Thadiscount rate used to measure the obligations at September 30, 2007 was 5.60%, The
discount rate used to measure the obi*gatton at {Decembér‘ 21,2008 was 7:37%.
= The mcvrta ity assumpt:orz has been: updaiad fram the RF’ZQGG pm)ected {0 2016 to RPP2000

projected to 2017,
« The drug trend assumption has been. Updated to 9% i 2008 grading down fo- 5% in-and after

2028 orthe: grandfathered plan and. 8% in 2008 graciing down to 5%.In and-after 2028 for

the non—grandfathered catastropi"uc plan.
*  Thetlalms cost QSSUMﬁIIDnS have been updatedto, reflect olaimis expenence and Mercer's

new aging factors.

Emerging experience differing from-the assumptions wili resulf in gams or losses-that will be
revealed in future valuations. Future health care cost trends.are:espedially difficuilt to-predict,
and actusl experience is Tikely to differ from expectad.

Actuarial computations under CICA 3461 and FAS 1086 are intended for use in enabling the
Company to aceount for the costs of postretirement’ benefits-under generally accapted
accounting principles. - Computations Jintended for other purposas may produce significantly
different results. Accordingly, additional computations are nesded for bther purposes such as
purchase price calculations o plan design-costings. '

WMercer (Ganada) Limited 18
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Nartel Networks Corporation _ ¢ -Pens tetirerment BenefitC ]
' ' ' Diselosure for Flscal 2008 Undst CICA 3461 6nd FAS 106M32(RY158

Statement of Opinion
The methods used in.the valuations of benefit ohligations and-determination of plan costs were
seloctad by Managemeni ity accordance w;th the requiremems of CICA 3461 and FAS 1086,

Noriel's Management has selected the assumptions used In-the valuations of the plan
obligations and dstermination of plan costs. They are Management's best-estimate.
asstimptions, selacted for accounting purposes, in.accordarice with CICA 3461 and FAS 108,
These assumptions are it accordance with accepted actuarial practice.

in my opinion,

*  The data on.which the valuations are based are sufficient and reliable for the purposes of the

valuations, -and
= Tha galculations have isen:made fn accordanca with the requiraments of CICA 3461 and

FAS 106.

Professional Qualifications

l'am svallable to answer any qligstions on the material contained in this report or to provids
explanations or further detalls, as may be appropriate. | meet the Qualification Stardards of the
Amétican Academy of Actueries fo render the astuarial opinfon contained in this report. | am not
aware of any relationship, Including investmems ot other sénvices that c6uld oreats 4 conflict-of-
Interast that would impair our éblectivity.

Respectiully submitted,

-~ Darryl‘ Leash -
Fsi!ow of iha (}a 'a&x n instuzutﬂ of Aciuarles
Feitaw of this Bock aty of Actu ﬂea

/o_/m 09

l}afa '

Mercer
161 Bay Streal, P.O. Box 801
Toronto, Ontatio” M5J 285

Telephone: 416 868 7275
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Nortal Networks Corporation

Appendix A

Development of Costs

This appendix shows the financial position.of the plan and the calculation of the varlous

componernits of plan: costs.
(AlF amounts In $000's)

Financial Position of the Plan
Medical

Repori on Non-Penslon Post Retirement Benefit Cost and
Discloswre 57 Fisgal 2004 Under CICA 3451 and FAR 1681 32(R)/158

01.01.08 01.01.07
1. ABO )
a. Retireas and survivors {318,415} {5334,730
b, Active fuliy eligible members (22,808). (23,844)
c. ‘Active not fully efigible members {31,718) (33,098)
d. Total (g +b + &) | ($373,941) {3391,673)
2. Fair value of plan.assets 0 0
3. Siirplus (Deficit) (1(d) +2) ($373,941) (§391,673)
4. Employer contributionsduring period from measurement o _
date to fiscal year end 3,880 4,312
8. Unbfortlized transitiohal shiligation (asset) _ € 0
6. Unamortized past service cost (gain). {25,359 (27,560}
7. Unamortized net actuarial loss (galn): 47,844 3BEHOB
8. Accrued banefit asset(liahlhty] o
(L*4+5+64T) ($371,386) ($376,118)

Harcer. {Canada) Limited
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Mortel Networks Corporation

{Ali. amounts in $000's)

Reconciliation of Acorued Benefit Assel (Liabi!ity)_

Report on Non-Pension Post Ralirement Banafit Cost and
Diselosyra for Fiscal 2808 Under CECA et and FAS 1 661132{}?}}153

FiscalYear Ending Fiscal Year Ending

Undar CICA 3461 ‘31:12,08 stazor
1. Accrued bensfit asset (liabi fity) at beginmng of yesr " (5377,386) ($376.118)
2. Bunefitcost for the year {19,350) (18,682)
3. Benefit cost for gap period: [4;839) N
4. Benefitpayments: 18,859 17,481
5. Adjustment for. 5TB benefit payments: 13,088 CNA
6. Accrusi benafit asset (liabllity) atand of year ($369,608) ($377,386).
Reconciliation of Cumulative Employer Contributions in Excess of NPPRC
Under FAS 106 7 at12.08
1. Cumulative empioyer tentributions in excess of NPPBGC at and of prior fiscal L
year {$377,3686)
2. Bensfits pald . 18,850
3; Adjustment for STB benefit payments 13,088
4. NPFBC for the year {19.350)
5. NPPBC for gap period (4,839)
6. Cumulative empioyer contributions in excess of NPPBC at end of current
fiscal yea?( + 2,43, 44,5} {§360,608)
Life
01.01,08 01.01.07
1. ABO - ' '
a. Refiregs and swvivors ’ (31 10.030) {$117,968)
b, Active fully efigible members {7,249 (7,698)
. Adtive not fully eligible members ‘ {7283 {7,727
d; “Total{a, £bi:+c) . (§124,562) (§133,393)
2, Fairvalus of plan assels’ 0 0
3. Surplus (Defict) (1(d) +2)) {$124,562) ($133.303)
4. Employer contributions during:peried from measurament _ _'
date 1o fiscal year end 808 762
5. Unamoized Iransitional obligation (assel) 0 o
6. ‘Unamonized past semvice cosl {gain). (4,187). (4.774)
7. ‘Unamortized netactuarial loss (gain) o s2u0) 6,468
8. Accrued benefit asset ({fabjlity) o N
BrdkG BT o A§s4240) ($130,947)

Mercer (Canada) Likited
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Nortel Networks Gorporation Report.on Mon-Pension Post Retirement Benefit Cost and
: Disclosure for Fiscal 2008 Undar CIGA 3461 and FAS 166/ 32(R]i158

{All amounts in $000's)

Reconclliation of Accrued Benefit Asset (Liabiity) Fiscal Year Ending Fiscal-Year Ending
Under CICA 3464 314208 314207
1. Accrisd benefit asset (habihty) at beginnmg of year (%1 34‘_,__1..‘1_) {&130,—94"{_)
2. Benefit cost for the year (6,544) {6,485
3. Benefitcost for gdp period (1,636) NIA
4. Benefit payments: . 5,958 3,221
5. Adlustment for ADB benefit payments 4874 : NiA
6. Acciued benefit assst {liabillty) at end of yaar O (si3asse)  (s134211)
Reconciliation of Cumulative Em{_jln_yer Confributions in Excess of HPPEC.
under FAS 106 31.12.08
1. 'Cumufatlva emptoyer contnbutlons in excess of NRPBC at end of prior f'sca! o
year {8134,211}

2. Benefits paid ' 5,858
3. Adjustment for ADB benefii paymerds 1,874
4, NPPBC for the year (6,544)
5. NPPBC for-gap period \ (1,638)
6 Cumulative employer contributions in excess of NPPBC at end of current

 fiscalyser(l.# 2434445y (5134559

Benefit Cost
Fiscal Yoear Ending Fliscal Year, E.nding

Medical o Wdzee 31207
‘Gugrrént service cosl 4 $1,157 $1,239
Intarést cost | 20,394 19,644
Actual return on plan-assets 0 o
Actuariz! loss {gain) {131,447} {20,862)
Plan amendments 0 0
Curtailment loss (gam) §] it
Seftlement loss (gain) ' . 0 g
Costs drising in the period (§108,896) $21
Differente betwaen cogts arlsing in the period and.cosis

recognized In the period in respact of;

Return on plan assels. o 0
Actuarial (lossy galn 131,447 20,882
Plan amendtnents (2,201) (2,201)
Transitional obligation {assety” 8 0
Benefit cost recognized- _ ) $19,350  ¢is.eBR

WMercer {Canada) Limited 22
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{All.amounts.in $000's)

Report on Non-Pension Post Reliremant Benahit Cost and
Disclosure for Fiscal 2008 Undet CICA 3467 and FAS 106/132(R)A 368

Fiscal Year Ending Fiscal Year Ending

Life MAzes 3207
“Current sevice ¢ost Coigas2 427
Interest eost 8,789 6,670
Actua} refum on plan assels o )
Actuarial oss (gain) (20,895) {12,758
Plan amendments 0 o
Cu'rt'a_iimem'bss..(g__'air_i_) ] 6
Settlereent loss (gain) 0 0
Costs arising inthe period (§13,744) ($5,666)
Differance between costs afising in the period and costs ' :

recoghized in the period in respect of:.

Return on plan dssefs o 0
Actuarlal (loss) galn 20,895 12,758
Plan amendmenis {807} (607
Transitional obfigation (asset) o 0
Benefit cost recoghized $6,544  $5,485

Gomponents of these calculations are developed below.

Fi*scal'ztioé-in_terefs'_t ﬁﬁsf'is_sé'!éﬂiated_ based on September 30, 2007 ABO.

Morcor {Conada) Limited

interest Cost
Fiscal-Year Ending Fiscal Year Ending
Medicat F1.12.068 314207
1o ABOY $373,941 $391,673
2. Ciyrent service cost 4 AT 1,230
3. a. Plan amendment 0 0
b, Waighted for timing 0 0
4. 3 Benefitpayiments 21,849 19,961
b. Weighted for timing 10,925 18,981
& Average ABO (1..+2:+.3(b) - 4(b)) $364,173 §382,931
6. Discount rate 5:80% 6.13%
7. “Interest cost (5. x 6.) '$20,394 | etopas
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(All amounts in $00('s)

Repart on Non-Pension Post Retirement Benefit Cost and
Disclosura for Flecal 2008 Urider CICA 3467 and FAS 106!1'32_(ij1 58

Flscal Year Ending Fiscal Year Ending

Life _MaAzes  3a207
1. ABO* $474,502 $133,303
2. Currsnt seivice cost 362 422
3, a. Plan amendment 0 0

b Weighted for timing 0 ]
4. a. Benefii payments 7,379 7,584

b. Weighted fortiming 3,680 3,792
5. Average ABO [1,% 2+ 3(b) - 4(b}) $121,234 $130,023
6. Discount rate ' ' .'5.30_%- 543%
7. a6 6670

Interest cost' (5, x 6}

? Fisoal 2008 Intarest cast 1 caleilated based on September 30, 2007 ABO,

Mercer {Canada) Limited
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Noriel Networks Corporation -RBeport on Non-Pension Post Retirement Eenef t Cost and
Disclosure fof Fiscal 2008 Under CIOA 3451, 8nd BAS 10801 EZ(R}MSE

{All-amounts in $000's)

Amortization Amounts for 2008 Benefit Cost

Unamortized
Amount at
Beglming of
Past Service Cost (Medlcal) Feriod’ Years Romaining Amoritzat!m Amount
1. & Jap 1, 2008 — Dég 31, 2008 ($104) 2,81 (537
b. Jan 1, 2008~ Dec 31; 2008- (25,258) _ 1167 :{2,-"16'4)-
2. Fiscal year ending Dec 31,2008 ($25,359) NIA (82201
Amortizations (Medical) Amortization Amount
3. Unamortized Ioss (gain) sibject to-amortization as of Septerber 30, 2007 o -
& Unamorlized net actuarial loss (galn) §17.944
b, ABC 373,941
o, 10%of ABO b, 37,354
d. _Unamoﬁszed net aciuarial loss (gain) subject o amoritzaimn o _
(excess of 4. overk) 0
= Expected average remalning service lifetime 14,00
f._Amortization amount (d. o) e s
‘Unamortized
Amount af
Beginning of
Past Service Gost (Life] Poriod ¥Years Remaining Amorhzatmn Amount
f. &, Jent1,2008-Decdi, 2008 ($842) 256 ($319)
b. Jan 1, 2008~ Dec 31,2008 (I e | (268)
2. Fiscal year sinding Dec 31,2008 ($4167) T NA ' (§607)
Amartizations {Life) " Amortization Amount -
'8 Unamortized loss (galny subject to amortization as of Septermber 30, 2007 - -
a. Unamartized niet actuarial foss (gain) ($6,290)
b ABO ' 124,562
c. 10% of ABOb. 12,456
d Lfnamartized et actuarial loss {gain) subject to-amortization
(excess of a..over &) -0
e, Eixpected average remaining service lifetime 8,00
f. émarﬁzaiion amount fci #: a} o _ B 50

Worcer (Ganada) Limited 25
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Reporl on Non-Pension Post Rerement Benaft Cost amd

Dfsciosure for Fiscal 2008 Under CICA 3481 and: FAS 106/ 132{R}!1 54

(Al amounts in $000's)

Analysis of Loss (Gain) in Obligation (ABO)

Medical

{Gains) and Losses Due to: Total

1. 'Changs i demographlcs- ($14.036)
2. Claims costdifféring from expecled {82,781y
3. Changé in aging factors (51,580)
4, Changein frend assuraption 15714
5, “Ghangs ivmortality table 2,018
6. Change in discount rate (46.385)
7. Differenca hetween actual banefit payments and expected benefit payments {4482
8. Total {$131,447)
Life

(Gams} and Losses Due tol Total

1. Change indemographics 33,912
2. Change in mortality table {871
3.. ‘Change in salary scale assumption {119}
4. Changein. discount rate (21,558}
5. Difference befwesn actual benefit payments anth expected benefit payments. (2,458)
6, Total {320,895)

Mn_n}.m {Ganada) Limited

26
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Distlosure far F!scal 2008 Unidar CICA 3467 and FAS: 10811 SZ(R)HEB

 AppendixB

Membership Data

The actuarial valuation.is based on-membership data as at April 1, 2008, provided by Nortel,

We have applied tests for internal consistency, as well-as for consistency with the data used for
the previous valuaiion. These. tests wars applisd (o membership: recmncmahan basic informatien
(date-of birth, date of hirs, date of membership, gender, etc); earnings and'service. The results

of these tests were satisfactory.

Flan membership data as at Apiil 1, 2008 and November 30, 2005 (the last valuation) are.
summarized'in. the following pages,

Morcer (Conada) Limited 27
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Analysis of Membership Data

Report.on Non-Penslon Post Relirement Benefil Cost and

Disclosure for Fiscal 2008 Under CICA 3451 and FAS 10671 52(RV 158

As at 04,04.08

Hortel
- Nortel Networks Technology

Active and LTD Members Non-Unien Union Total NonUnion
Nurniber 2,726 323 3049° 213
Average eainings §108,350° NrA 95872 112,620
Average zge (years) 45,8 518 482 442
Average servics [years) 168 252 177 154
Inactive Members
Retirces
Numbar 4,185 5,534 8,718 B850
Average age (years) 70:8 72.0 7is BB.D
Spouses of Refiraes
Nirnber 2,801 3,419 6,220 565
Average age (years) 823 657 "BRS ‘648
Surviving Spouses
Number 748 637 1,386 73
fAverage age {years) 76,5 758 76.3 728
Mercer. _(G_anac_fla) Limited 28
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Report on Nan-Pension Post Refirement Benefit Cost and
Disciosure for Figoal 2008 Under CICA 3461 and FAS 1061 32(R)158

As at 30,11.05

Hortel

Nortel Networks o Technslogy
Active and LTD Members Non-Unien'  Unlen  Total MNon-Unian
Number 3454 1218 487 3
Average earnings $91,615 §67.250 162,858 §07,360
Average age (years) 421 46.0 431 40.1.
Aversis service fysars) 424 19.8 14,9 10.6
Inactive Members
Relirees
Number: 3,285 5464 8,759 860
Average age {years} 70.0 703 702 858
Spauses of Retirees
Murnber: 2413 a6 6,176 418
Average age (years): 851 B7.7 87.1 63,7
Surviving Spouses
purber 280 218 408 a8
Averégg ntje (years) 74.3 718 732 718

Mercer (Canada} Limited

28



ﬂoﬁe! Nv_agworks t’_:orpnratiop

-Report on Non-Fensian Post Reliremeni Benefit Cast and
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The distribution of the aclive members by age and completed years of service as at Aprit 1,
2008 is summarized as follows: '

Nortel Technology Distribution of Active and Disabled Mambers
. By Age Group and Completed Years of Service as at 01.04.08

Age

04 59 1044 1549 2024 2620 3034 3538 40+

Total

Underg0-
2024
25-29
30-34
35439
40.44
#5-48
5(:54
5650
64-54
6568
70-74
7o+

103 65

122 212 &1

a3 200 178 80 1

56 132 91 180 4y 1
23 64 38 75 72 14

28
180
399
567
523
284
104
40

40 43 700 386 884 157 33 6 . 2

2431

Total

Neorte! Networks Distribption of Active and Disahled Mambers.
By Age Group and Completed Years of Service as-at 01.04.08

,AQ e

04 59 1044 4519 2024 2528 3034 3539 40+

i TFotal

Under26

20-24
2520
30:34.
35:39
4044

45.49

50-54

58.58.
60-64

65-69.
70:74
754

12

32 13 1

22 7 87

18 125 199 72 1

14, 118 466 230 128 1

T4 128 128 205 136

38 68 g8 4d2 179 62

10 35 22 49 91 53 16 3
7: 8 19 34 3 49 26

ot od

12

46
206
415
855
743
530
282
153

_'I_'étai _

109 00 670 628 585 443 148 36 30

3,049

Mercer (Ganada) Limited
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Total Distrihi_lﬁ_on of Active and Disabled Members

By Age Group and Cotipleted Years of Service as at 01.04.08
Age 04 58 4044 1519 2024 2529 30-34 3539 40+ Total
‘Under 20° S o S o ' 0
20-24 15 15
2529 46 27 1 74
30-34 33 220 133 385
35-30 22 247 41t 133 1 814
40:44. 1 208 386 408 218 p) 1,292
45-49 132 258 219 465 185 1 1,268
50-54 61 132 103 187 251 76 814
55:50 17 57 37 89 117 a8 17 3 386
60-64 9 12 14 28 44 35 24 28 193
65-89 1 k| 4 2 % 1 10
70-74 0
75+

Total 149 926 1370 914 980 600 181 42 32 5180

Mercer (Conada) Limited . 31
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The distribution of the refirees and surviving spouses by age as at April 1, 2008 is summarized

as follows:

Nortel Networks Distribution of Refirees and

_ Surviving Spouses By Age Group as at 01:04.08

Age

_Retireos

Surviving

Undsr 50
50~ 54
60 ~64
65~ 69
7024
75+
Total

7
122
693

1,855
1,738
1,874
3,430

Spouses Total
1 18
S 133
27 720
o7 1,962

159 1,897
249 2423
832 4,262

Tori

1,366 11,108

Hortel Te_chr_mlqu-mgtribuﬁon of Retirees and

Surviving $pouses By Age Group as af 01.04.08

Age

__Refirges

‘Surviving .
Spouses  Total

Under 50,

50 ~54
55 - 59
60 =64
85~ 69
7074
75
Total

3
14
101
228
201
146
163

” -
3 17
3 104
B 231
& 212
10 185
34 197

. B50°

-

Hortel Total Distribution of Retivees and Surviving.
_ Spouses By Age Group as at 01.04.08

Age

4_ Retirees

Surviving
_Spoises Total

IZUnﬁc:iér 50

50-84
65.- 59
658D
7074
TE+-
Totsl

R g
1386
794

2,078
2.019
3,593

15 25
14 180
30. 824
105 2,183
470 2,109
259 2,278
HBS: 4458

{0,560

BRI

-Mercer (Ganada) Limited
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Disclosure:for Fiscal 2008 Under CICA-3461 and FAS108H32{R)/58

" Appendix C

Valuation Methods and Assumptions

This:appendix describes the methods and assumptions used to value the plan as.well a
accounting policies used {0 calculate the benefit cost,

Cost Method

NowPensien Post Retirement Benefits

Oi}hgatians shown in this report are determined using the projected benefit method pro-rated on
-service (as defined in CICA 3461 and FAS 108). The objective under this method s to expense
each member's benefits under the plan taking info considerati on prejections of benefit coststo
and during retirement, and allatating sn equal portion of the costs to each yearof service,

For refirees, spouses of retirees and surviving spouses, the ABO at a pointin time is the
actuarial present value of all future profected benefit as at that point in time,

For each active member, a "full eligibility” date is determined as the first date the member has or
will have met the.age: and service fequirements to qualify for all benefits after retirement,

Mereer {(Canada)-Limited 33
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Full eligibility varies by plan and is defined as foliows:

. Attribution Period.

Program Group Start Date End Date. (Full Eligihility Date)
Grandfathered ~ Part!  Enlrydate inpension plan Earlior of age 55 and 2 years of pensionable
Traditional ' ' service and the date when the member.
{nop-tnion} completes 30 years of penslcnab!e servrca
o  Patll Hipeddte  Age55:dnd 5 years of continuous. sevice
Non- ' Partl -Entrydate: in pensmn p{an Earlier of age 55 and 2 years of pensionable
Grandiathered. ' sarvice and the date whén the member
Traditional o o A D compietes 30 years of pensmnablﬁ semsce
_ {ﬂﬂﬁ'ﬁm‘?f‘) “Part1l Hire date. '  Age’55 and 10 years of contintious service
Balanced Al Later of hu’a age and age 40 ‘Assumed Retirement Age
{non-union) , e
SARP A Laterof hire age:an"d a’ge_dt} Assumed Retiremant Age
(unlony |

For active members who have reached "fulf eligibllity”, the ABO at a point in time is the actuarial
presentvafue of alf future pro}ected benefits as at that point in time. For these membars, the
surrent sefvice cost Is zero,

For active members who have not.yet reached *full efigibiiity”, the ABO at a polnt in time is.the
actuarlal present value of all future: prajected benefts, as ot that polnt In-time mulfiplied-by the
ratio of service at thathme to projected service at “full eligibility”. For these members, the
Current Service Cost (for the year beginning al that ime). is the actuarial present valus of
behefits deemed to acerue in the year beginning at that time, and Is. determined as the actuarial
present vaiue of all future projected benefits- divided by the projected service at “full ligibifity™.

The plan's Current Service. Costis the sum of the individual members' Current Service Cost,
and the plan’s ABO is the surn of the-ABOs for-alf merbers under the plan,

Changes Since Prior Valuation
There have been no changes in.the cost.method since the lastvaiuation.

Funding Policy
The post-retirement benefils are funded on a pay-as-you-go basis. {(Nortel funds on a cash basis
as benefits are paid.)

Ac;c_ouni:_ing_ Policies
Management a_ppl_ied'_-the Recommendations of CICA 3481 refroactively as at January 1, 2000,

The Medical and Life plans are treated as two separate plans for the purpese of determining
curiulative gains and fosses. For each plan, cumulative galns and losses in excess of 10% of
the beginning of year ABO: are amortized over the expected average rematnlng service to

Mercer (Canada) Limited 34
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Hortel Networks Corporation
refirement of aclive members expected to receive benefits under the plan. Nortel Networks and
Nortel Technology are treated as a-single entity’ for the purposes of determmmg stimnulative:
gains and Jossés and the amortization in future parinds,

The Company has elected to amortize past service costs resulting from plan amendments on a
Iinear beisis over the expacieci average remaining: service (to: full euglbrmy) pf active embers
expected {0 réceive benefits under the plan.

Nortef's fiscal year-end-is December 31 and the measurement date Is December:31.

The attribution period is the period of an employee’s service to which the expected non-pension
post-retirement benefit abligation for that. empiﬁyae is-assigned. The beginning of the atiribution
period |s the date of hire’ (or pensmn plan membershipdate,: depending onthe plan) which is

the begmnmg of the credited service peried The end’ of the attribution penoci is the full el[gubulsty
date for tha various Nortel plans, as described in the summary.of plan provisions section of this

report.

To date, Nortel has adopted a practice of friennial vaEuations, with extrapolation of resulls in the
interim, Changes to-the discount rate-and other assumptions will be reflected in this valuation as

they oceur.
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Summary of Assumptions
The following assumptions were used in valuing the benaft obligations under the plan,

Measurerient dafe

‘December 31 (September 30 for 2007 disclosure)

Eiscount rate

7.37% per annum for 2008 disclosure snd 2008 benafit casi
5.60% per annum for 2007 disclosure and 2008 benefit cast.

cPr

4.28% per annur for 2008 disclosure and 2009 bensfit cost

2 25% per annum for 2007 dlsclosum and: 2008 beneft cost

Seilary increses

..Safary iNgreases used to determine future life i msurancn beneﬁis far non~un§
-empieyeas are assumad to ba the surm of two facters:

»  Aninflationary and:productivity somponent; and

»  Merit and-promotional Increasss.

For 2008 year end disclosure and 2009 benefit cost; the infation and
pzroduciwity ‘comporient was 1,.25% perannum, For2007 year end disclosure
and 2008 benefit vost, he iisflation and prodictivity component was 3.25% per
annum

Merit and promotion

* Merit and promotion increases wers: based on age, Job Codé Inssntwe (JGI)

level and Professional / Non-professional code as follows:
Prof & JClLabove 1 Prof & JCLLevel 1 or

WMercer {Canada) Linsited

ar Non:Prof & JCl Noh-Prof & 4CI below

Age abeve 4 _

20 ' 0B0% _a.oe%

25 4,00% 1.00%

30 4.00% 0.50%

35 3.00% 0.50%

40 2,.25% 0.50%

45 1:78% 0.00%

50  126% 0.00%

55 1.25% 0.00%
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Health care cost irend
rates (2008 disclostre.
and 2009 benefit cosl)

Grandfathered Traditional Program.

Semi-Private: Hospital
Preseription Drigs

Other Healt Care
Vision Care

Dental Care-
Previncial Fremium

A.75% per anntim

9.00% par-antitn In 2008 grading down to
5:00% perannum-in:and after 2028
4.75% per annum

0.00% per annum

4,75% perannum

3.25% perannum

Non-Grandfathered Traditional Program

Catastrophic Plan

Healtheare Spending
AceountAliocation

Provincial Premium

B.00% per aniium in 2008 grading down to
5.00%: perannum Inand after2028

Nofncreases.

3.25% per annum

Balanced Program and SARP

Healthcare Spending
Account Allocation

_ Provincial Premium

No increases

3.26% per annum

Health chrs cosfirend.
rates (2007 disclosure
and 2008 banefit cost).

Seml-Private Hospital
Prascription Drugs.

Olhier Health Care
Vislon Gare:
Dertal Care
Proviricial Premiurm

Grandfathisred Traditional Prograin

4.75%. per apnum

“8,00% per antium in 2008 grading down'io
5.00% perannum nvand after 2015

4,75% per-anntim

D.00% per amiun

476% por arium

3.25% per-annum

Nor-Grandfathered Traditional Program

Catastrophic Plan

Healihcare Spanding
Accourt Allocation
Provincial Premiun

8,00% perannum in 2008 grading down to
4,75% per-anhiuim In and after 2015
No increases

8,28% per-antun

Balanced Program and SARP

Heafthcare Spending
Account Allocation

Provineial Premium

Neincreases

3.25%. per annum

Mercer (Canada) Limited
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retlrement for reasons dtherthan death or retirersent. Sarple termination
rates, by employee group, are as follows:

Mortality (2008 RP2000 mortality table projected.to 2017,
disclosure and. 2009 Ratés ab sarpls ages aré showrt below (per 1,000 members):
benefit cosl) : ; o
Aga Male- 7 Female _
L = T
30 0.41 0.22
40 : 0.94 0:55
50 1.57 1.25
8D. 513 484
70 1718 15.37
80 54.25 40,72
80 171.33 125,43
" Mortality (2007 - RP2000 mortality table projectad to 2015. ' '
gf,fi%?‘g :égﬁd 2008 fRates at sgmple ages are shown’ b_ielo_w.(.per 1,000 msmbers)':'. -
' ' Age o Mdle Female
20 T pzs O 0is
30 0.41 0.23
40 0.96 ' 0.56
50 153 1.30
60 530 4,69
70 17,70 15,53
80 55.36 41,29
90 172.74 125.88
Withdrawal We have made an allowarnce for futiire lerminations of smployment before

Age Non—UnEon Union
20 0 2% g%
25 10.86% 9.18%
30 9,03% _ 7.49%
35 7.34% 5.16%
40. ' 5.66% 3.70%.
45 3.97% 2.55%
50 3,03% 1.47%
55 1.14% 0.43%

The termination scale ends at the full eligibility date.

Mercer {Cannda) Limited
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“ Retirement rates Retirement Scale
Traditional (Grandfatherad and Non-Grandfathered) Programs
Non-Union {Part 1}
v 5% per yearfrom Company-initiated Retirament: Age to Employee-
}nitiated Retirement Age*
v 40%at Employes-initiated R-eﬁrememﬁge
« 158% per year from Employee-Initiated Retirement Age to Agé 65
* 100% al Age 65
Non=Unicn (Part lif
v 5%peryearfromAge 55.to Ags 59
s 20% paryear from Age 6010 Age 64
v 100% atAge 65 '
Union S
- 5% peryaar from Cempany Anitiated Retirement Age® fo E’mployee-
Imtiat@d Retirament: Age!
v 40% at Employeé-initiated Retirement Age
* 5% per year fom Employee-Initlated Refifement Age {o.Age 65
.* 100% at-Age 65
" Balanced Program. Same as: Ncn-l}mﬂn Plan for Part Il m%mbers '
Nantinion Plan Only
SARP Program Same-as Union. Plag for Traditional Programs
Unioni Plan Only.
Digability rafes We have made no explictt allowance for.the possibility that plan. members
become disabled before retirement,
3 L Mei‘nbers currentiy in‘vecalpt of LTD benefits are assumed to retire at-age 65.
Maﬁf_a?- Status = For astive emp!oyees 8(}% arg assuriad 0 be marred at ratiremertt with

males assumed to be 2 years older than their female spoises.

 For gurrent retirees; aotisal spousal nformation wasused

3 Campany Enmatsd Rebremam Age rafers to the eatflerof. Age 55 wilh 25 years of pensfonabie service, and 30
yeats of pensionable servics.
4 ‘Employee-inifiaied Retirement Age réfers to the sailler of. ‘Age 85, tgs 60with age plus pans;ar:abta se;vzce

-gaual to B0 ormote, and age 55 with age p{us pensxoﬂabia servics squal o 85 or more, of age S with 20 yedrs of
peﬁssnnab!e servics for female mambers in‘service with Nota! Networks on May 31, 1973

Mercer {Canada) bimited
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Age 65:2008 per
covered person claim
oosts (bafore
administration ant
laxes) (2007 disclosure
and 2008 bensfi cost)

Grandfathered Traditional Program

Semi-private Hospital 852
Preserigtion Drugs® 830
Other Medical 53
Vislony-Gare 21
Dantal Care 212
Total $1168

Non-Grandfathered Traditional Program

Catastraphic Medicat Program®

Healthicars Spending Ascount

Balanced Program
Healthcare Spending Account
SARP

Healthcare Spending Account

§1,109

"$5O pér year of semvice from. age 40 10
retirement age-

$50 per year of service from age 40 {o
mhremen! age

$50 per year of sewvice from age 40 to
relirement age

g Drug’ costs are rﬂducad from age 85 due 1o coverage from the provinofal government clrug pians. The
assumphons shbwn here ars before: thc- assumed offset amount:

& All driig costs can betiatmed Under this plan. The costs for drlig baneffs dhe reduded froni age 65-due jo the
goverage from the pmvmual govemment drug plans: The assumplions shown hisre are before the-ussumed ofiset

Hmount

Mercer {Canada} Limited
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Age 652008 per . '-Gra‘ndfafﬁerecf"Trsditional'P?Ggram
covered. person claim : G s FEe i .
costs [bafore ..S?"-‘;";I?h‘{ra’tg H?_s.g;t_a_l '$.4'§
administration and Prescription Drugs 840
faxes}) (2008 disclostre - Oher Medical 144
' fi e
and 2009 bene tcost} Vision Cars: 54
Dental Care 235
Tatal $1,084.
Non-Grandfathered Traditional Program
Catastiophic Medical Program®  $887°
Healthcare Speriding Account $50 per year of service from age 40 io,
retirement age
Balanced FProgram
Healthcare Spending Accoun $50 per year of service from age. 4010
' retirement age.
SARP ,
Healthicare Spending Account $80 per year of service from age 40 to.
' 'retiremant dge-
Post ratiremant increases e Costat Age .
in ufliization by age. (2007 _ AR k- T an | me
disclosure and 2008 B .50 88 0 -?5' LI
Benefit cost) “Supplementary _ - _ _ . .
Hospitel 52% 69%. 100% 148% .213% 283% 352%
Prescription Drugs T 69%  84%  100% 115% 126% 134% 134%
Other Medical 48% B6% 100% 154%: -233% 247% 8D1%
Viston Care. 100% 100% 100% 100% 100% 100% 100%
Dental Care 105% 103% 100% 98% 96% 93% 90%
Catastrophic Medical o
Plans. 69% 84% 100% 115% 126% 134% 134%
Heslthcare Spending
Ascount 100%. 100% 1100%; 100% 100% 100% 100%
7

Brug cosls: are raduaed from age 65 due 1o coverage from the provinelal government drug plens, The

assumptions shown hetre:ars befoie the assumed offsét amoint.

8 Ail drug costs canbe: clatmed under this plan. The coste’for druy benefis-are redicsd fmm age BE duato the
coverage fmm the provmc:ai gnvemmeni cimg plane.. The assumptions showniére aré hefore tha assumaﬂ offset

aripunt.

Mercer (Gaoada) Limited
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Post ratiremant lncreases.

-Cost at Age

inubilization by age (2008 R i : ' - HET | me

disclosure and 2000 %5 f0 & W 33 W 8

Benafit cost) SUPPJWENHW _ . . U
Hosplfa 45%  64%  100% 161% 263% 3BBY%  562%
Prescription Drugs”  75%  88%  100%: 109% 113% ¥14% 113%
Other Medical 108% 103% 100% 102% 110% 121% 135%
Vision Care 106% 103% 100% 97% 95% 92% 69%
Dentat Care 107% 104% 100% 95% 0% 83%  74%
_Catastmphzc _ .
Medical Plan® 75% 88% 100% 109% 113% 114% 113%
Healthcare
Spending Account.  100% 100% 100% 100% 100% 100% ‘100%

Presoription drug offset Albertal 55%.of claims '

assumption at age 65 pyish Columbia: 60% of clain

and afier (2007 | riii.s__’ f_ubm .1:%:.::_ A.. clainis

disclostire and 2008 Ontario: 6% of claims

berisfit cosl) Quebec: 50%. ef clairms (assume 95% of Queber retiress elected RAMQ at

age B5)
Others: (1%

Presoription driig offset

.assumption at age 65
and. affer (2008
disclostre-and 2009
benafif cost)

Alberta: 55%: of clatms

Ontario: 85% of claims

Quebet: 100% of claims (assume 100% of Qusbec retirees elected RAMQ at
age 65)

Others: 0% . . ..

Lifelimé meaximan
factors:forthe
Larasfrophf{: Medical
Flan

" Theliabiffities and sarvite cost amuunts for the eaiastmphrc madsca! cweragﬁ

under the Non-Grandfathered Traditional Pregram were calculated based 6n.
the above assumptions, multiplied by the factors in the 1able below to reflact
the-expected impact of the plari's ifefime deductible (§500,000 per fatnily) and
lifetime maximum ($7,500 per family) provisions, 1t has been assumed that the
current flat fetimea deducbb}e and maximum amounts do not increase i the
futura,

Factors for Lifetime.

Deductible of $7,500

and Lifatirne Maximum

Age Group of $500, 000 per Fam:iy
Lessthan 30 0.04
30t0:34 006
351030 0.07
40 to-44 0.08
4510 49 011
5015 54 013
851069, 0.18
80+ 0.1

Mercor {Canada) Limited
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Provingial government  -As of April 1, 2008 the rellres premiunt for the govermment plans are as
plan: ’ follows:

Province Singie Family

Betish Colunbia $E4 588
Administrative expenses. Medical 4.30% of clalms -

Dental 4.30% of claims

Life Insurance 1.50% of claims

8TB 2.30% of claims
Taxes ' ' Provisions for tha followliig: provincial pfemtum and sales taxes have been

made:

Provincial Sales Taxes!

Quebec 8.00% of claims and-expanses

Ontario 8.00% of clalms and expenses

Other Provinces il

Premium Taxes:

Quabec. : 2.35% of claims and expenses

Ontario 2.00% of ol aitng and expenses

Other Provinces 2.00% 10 4.00% of claims and expenses for Life

Insurarice and ST, and for. Med:cal!Dental
depending dn the provirice as follows;

= 2.00%: Alberta, British Golumbia, Mamtcba
New Erunswmk Saskatchewan

= 3,00%: Nova Scotia

" 3.50% Prince Edward |sland

s 4,00%: Newfoundfand and Eabrasor
Gogds and Services Tax:

All Provinces 7.00% of expenses
 Attribution period As descnbﬁd In the Summary of Nen-Pension Post Retirement Senefit Plan
vaisions . _ . . »

Claims Cost Development

Non-Pension Post Retirement Benefiis

The 2008 per covered person claim costs at age 66.are based on actual claims experience for
Nortel's refired members or. surviving spouses for the calendar years, 2005 1o 2007, The clzims
cost assumptions includée administration and taxes. Claim costs were trended:t6 the mid-point
(October 1, 2008) of the current valuation period. Refer to:the sehedule Tor the development of
the 2008 claim custs-enthe’ failowmg pages:
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2008 Claims Cost Development

2007 Yotal 2008 Totat 2008 Total
Acfusl Nortsl totirees’ phtd elilms {before sdminlstration costs and faxas) T )
Hospita ’ I ; $1;104, 260 §1,26%9:443, $1,234, 898
Diug 6,848,714 H450.901 g AasANs
Vighsay carg &e0 10 51,508 29EIT
Oibar inedicd 1,652,758 1,832,352 AR
Dghtal. 5,605,175 3,595 882 3,323,856
Total ] . $13,406,054: 15245456 843415705
HNumbzrof Horiglrefirees, spouses and gurviving spouses
«  Biglbietar medizal benafis ) o 18803 17,543 176083
+_Bhtilble fos daniel banelis. . o 1863 17,043 17,083
Por covarad member conls
Hospdal {58.57 36085 1,70
Dy 44T 47807 R
Asion care 1548 R {714
-Ottér medical 080T 102:12 10140
el 18842 18543 194 50
Tatal _SB2&40. . CSRSR2E o 5A89.01
“Trend to July o1, 2007 ) o
Haspliat 1.0 145 116
B . Rt 108" 147
Vislon gare. A0 1.00 1100
Ofher medizal 180 4:08 110
Dental ) . e . . - 100 ey o1
2007 por.coverat member sosts
Hospital 352,57 §75.48 375,66
Dy 4847 E{E32 59375
Viskan'gare 1543 1650 1714
Oifier matiical: ] BAY 108.87 EHEL
‘Dental 186,42 198,42 294,50
Ttal - . e SBAR 81169 $1.020.43
Welahtlng ’ 50% 33% 7%
Trund to Octobor b1, 2008
Feipphal 1052
Ditig BRI
Vision cate . 1,060.
Colhisr reaticnl ‘ .06
Dantal . 1089
008 per coversd member dosla
Hoapltst o §70.78
By . L
Viion care 1647
Dihor siedital i 054
Didistat 20860
Tofl 5§558,54°
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Adjustmont factars to conver. 2008 par covered member costs
Inio 990 85 pet covired mamber sosls

‘Repor on Nen-Pension Post Relirement Benafit- Cost:and

Hospital 05732
Drug: 14822
Vislon care 1,4940
Ovie tpedioat 5098
feptal’ e 11378
Onay olfset assimplion 2t agae 65

%

Parcovored membw_a_ge &5 ¢lalms cotls {2008 por coversd member cosis x adjusiment facloes)

Morcer (Ganada} Limited

Hespltal o 4100
Do - Iacorporating D% gy oftzel - §4g.00:
Vislon dae ’ ’ 2400
Oihidr medleit 144500;
Disrigal . 23500
¥otab $1oa4.00
Adiptnfatration vosis snd taxes
«. Administration costs Tor riddial 430%  of claims
5 | 1005%  piciaims
A408% oftlalms |
Administration costs znd taxes
= Admiaizimion satts Tor dentpl 430%  of chvims
¥ Prambam and seles laves. $0.05%  oligluims
“Total adminlsiration-costs did taxes 14:78%  ofclalms
Por covernd member age 65 clalms cosis with administratlon costs and {axes
Hosp ’ e PR M g - 7.6
Prig «Ipcomarallag % drg oifser 4.8
“Vision eard o s
Ofter medioel - 165,35
Dental 28074
Tatal §1,444.24°
Henafit adjustment factors dus 1o differances In plan provisions
Hodplial ' 1.00
Prug 1.00
Visiin core 1.00
Qe oion 100
Dental 1,00
Horiel 2008 per covered mamber age &5 clabms ponls with
adrmintstration sosts and faxes
Total
Haspital. 4108
Dy - Incorporating 0% dasg offset Te46Y
Nislon darg o ) 2755
Other piedicol 485,28
Dental 2894
Falat: $1.24424

Disclasure-for Fiseal 2008 Undar CICA 3461 dnd FAS 108/132(RIM 58
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Feepeit on Noni-Pension Fost Retirement Benefil Cosk and-.

Nortel Hetworks Corporation
- o ' Disclosure for Fiscal 2008 Undar CIGA 3461 and FAS 105/132(R)/158

Extrapolation to the Financial Position of the Plan

The extrapolation of the financial position of the plan 1o September-30, 2007 (for the purposes of
determining benefit cost for fiscal 2008) is based on the. membership data: prowdec! by Nortel as
of November 30,.2005 updated to réflect the third wavé of project Allegro and the June 30, 2006

restructuring.

The extrapolation of the financial position of the‘-pta;_w_ to-December 31, 2008 is based on the
membershipy data provided by Nortel.as of April 1, 2008.

For-purposes of these extrapolations, we have used the actuarial assumptions and methods set
ottt in this réport.

HMercer {Canada) Limited. 46



Nortel Nefworks Corporation

1 Appendix D

Summary of Plan Provisions

On June 2, 2006 Norlel announced changes to the post retirement benefits provided to non-
union ampioyeea Effatztwe January 4, 2008, non-uion employeas who were riot at least 50
years of age with 5 'years of service on July® ‘E 20086:

Raport on Hon-Pension Post Retirement Benafit Cost and
Blsclosure far Fiscal 2008 Undsr GICA 3481 and FAS 1061 32(R)/158

*  would be provided with medical and dentat benefits on an “access- -only" basls (100% retiree

paldy; and _
= aflat $10,000 life benefit.

Please see detailed chart.on.the following pages.

Mercer {Ganada) kimited
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Répad on Non:Fonslon Post Reliraraent Senelit Cosl and

Hortel Natwarks Corporation
Disclosure for Flscal 20&8 Undar GICA 3461 and FAS 1051132{11)1’153

| Appendix F

-Em_pigyer*certiﬁeaﬁcm

4 06132 (a_ ‘modfi ed by FAS:15¢ ) 'E hareby cerﬂfy that; m fhe hist of my Kanledge anci het[e'f
= The membership data supplied to the doluaty for the April 4,-2008 and:November:39, 2005
valuations piovide a complgle-and: ancurate despriptian of all membérswho were eniitied lo

benerts underthe: iarms of thie plansfor s ptocthe date of that valifation;
’ H Il amendinents made Hp e ct:rreni fistalyear-

x ALE substanhve eomm&meﬁts (_a'-s deﬁned unﬁer GIoA 3461 and SEAS fOﬁ) have beeh
gommunicated to the acliany.”
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Noriel Networks Corporation

Appendix G
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Glossary of CICA 3461 and FAS 106 Terms

This section: liiustfatas the main difference in terminology between CICA 3461 and FAS 106.

GICA 3461 FAS 1085 Befinition
Accrusd benefitasset  Prapaid postieticemsnt  Cumudative smploysr contributions In éxtess of bénafit cost.
_ . . ___ bensfit cost e e o
Accrued baneft fabilty.  Accrued postretirement  The acoumulafion of benefil costs that have ot yet been
e _ benefitoost  funded. "
Agcrued barsfit Accumuléted The actuartal present valus o ali berefils expacted o be
abligation Posketiroment Benafit  rédaivad, ditibuled to ermployes service renderod hafore the

Obligation (APBO)

vasuaﬁort dat&

Currentservice cost.  Service cast The actuarial praserst vaiuc; of beneﬁ‘:s aliriosted to. services
o ) o rendered by employaas dunng aone yaar pariod,
Benefitcost ‘Net pariodic - The amount recagnized in the ampmgar’s financial statemants
o postrafirament b‘ene—ﬁ_tﬁ a3 the-cosl ::f & post refirerment béneft plan for a pefiod,
Rastservice cost: Pnor sen;]ca cost ' The casi of benefit improvemanis aﬁﬂbutable m plan
T ' participants’ piior sérvice pursuant to @ plan amendmentor &
plandnitiation that pmvides banefits in. axchange for. plan
_ participants’ prior serviod,
NI Aeclrulated Other Balance sheet it raportéd on. company’s ﬁnanclai statdinent,
Cnmprahenslve incczma_ - As of the fiscal year-end, itis equai fothe sum.of ths net
(FAS 158) actugnial gain {loss) plus prior service credit (costy plus
transition asset (abllgation not yetrécognized in net incorie.
The amount shownin this report is:the baforodax amount and
the amount shown on the company 4 finarcial stateraent Wi be
] . _aﬁentax _
NIA -'Oiher Corﬁ;}rehanswe “Exeapt for chtain amnunts tha’c il ammttzed =1 Gompany 5 net o
theoms (FAS 158) inconve doés netintiide sctiaral gains and fosses dirlng a-

‘year nor plan amendments:during the year. These amounts are
inciiided in'other comprehshsive income. . Other
coiprehensiva income Bquals the changs in ascumulated other

comprahensive income during the fiscat year. Other
somprahensive Incoms isshown on & company's books as an
afﬁar—tax am::unt but I8 shown m this raport. befem taxes.

Mercer {Canada) Limited.
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