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NORTHERN TELECOM LIMETED (MILLIONS OF U.5. DOLLARS EXCEPT PER SHARE FIGURES AND UNLESS CTHERWISE STATED)

{m) Allowance for credit Tosses

Nortel Networks maintains an allowance to absorb credit-related losses in its portfolio of on-balance sheet and off-
balance sheet financing assets and liabilities (the Financing Portfolio). The Financing Portfolio is primarily composed
of medium-term and long-term customer-financed receivables and guarantees. This allewance is part of the provision
for uncollectibles. The allowance is reviewed quartetly for adequacy of impairment coverage and, in management’s
opinion, is considered adequate to absorb any credierelated losses in the Financing Portfolio.

{n) Postemployment benefits

Pension expense, based on management’s assumptions, consists of the actuarially computed costs of the pension
benefits in respect of the current year’s service; imputed interest on plan assets and pension obligations; and straighe-
line amortization of experience gains and losses, assumption changes, and plan amendments over the expected average
remaining setvice life of the employee group. The costs of postemployment health care and life insurance benefits are
expensed as incurred.

2. Information on operating segments

General description

Nortel Networks' operations include two reportable operating segments: carrier and enterprise, The carrier segment
includes: products which ate used by telecommunications operating companies to interconnect access lines and trans-
mission facilities to provide local or long-distance services, products to address wireless communications, and products
which transport voice, data, image, and video communications between locations within a city or between cities,
countries, or continents. The enterprise segment products are primarily private digital switching systems, :usually
located on the customer’s premises, which permit voice, data, or multimedia terminals to communicate with each
other, with or without the use of wide-area public telephone networks.

The Corporatiow's repertable segments also represent those product classes that provide unified networking solutions
to two specific customer groups. These segments provide network solutions that integrate data, voice, and video on a
single nerwork using a combination of packet frame and cell technologies. The network solutions involve the conver-
gence of traditionally disparate networks for seamless end-user connectivity, reduced costs, and flexible bandwidth
management. The solutions address corporate intranet {enterprise) and Internet access, as well as high-speed network
transport (carrier).

The accounting policies of the segments are the same as those described in note 1. The Corporation evaluates
financial pesformance based on measures of profit or loss fiom operations before income taxes, excluding the impace
of the amortization of the Bay Nerworks, Inc. (Bay Networks) intangible assets and purchased in-process R&D from
other acquisitions, and one-time gains and charges (see notes 4, 7, 8, and 9). Inter-segment revenues were immaresial
for the years ended December 31, 1998, 1997, and 1996,
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Nrtel Metworks Limied A7

Agreement for Administrative Services Only

Plan Sponzor Nurtel Merworks Liniied

Flan Number S0

L festive Mhate Tareary 1, 1999

Yo, Nertel Networks Limited, fewe agreed to provide  grou
employess aml have assumed Suability for the povment of certaby 2 : TELTie T
beacits G thess iy, According 1o the provisions of U Norte) Networks Liemited 'Emp]ﬂ).m.g
Plan and Spendise Acconn.
We, Clarica Life Insuraace Company, agsren with yoat, Noftel Networky Limited, 1o provide alministitive
services for the Murtel Networks Limitod Emploves Benetit Plan amd Spemling Acconat aceonding o the

ST e S e BTTYTL LC. 2% T

provisinns of this aprrerment.

Thix ngreement, the Nonel Netwnrks Limiled Erployee Bepefit Plan, Sponding Account and Clarica's
Cumlelines on Privacy fonm the entive contruct between Clarden Life nsoesnce Coinpany and Nortel
Metworks Limsited. The agreerent supersedes all prior written o oral ageeemenés on e sebject matter.
Thix sgrecment is aot protected by the Camadian Life and Health Insucance Compenzation Corporation,

We will midndain the insueance coverags et out in Appendis [V, atsched th this Agreeent.

Definitions

means the Fank account issued 2o you, upon which we e sutharize) to draw

Bank atcouml
chequoes for payrned of claims under the Pl and Sprcmmling Accowmu

Calendar year means Januaey 1o December 31,
Plan nuzany the Mortel NMetwarkys Limiteil Dmployes Benelit Plan.

Spending Accourd wenesiens the Mortel Networks Limitad Heatth Corn Spending Accemnt,

We, @5 and our refior fo Chica Lile Insurance Comparny.

You snsd your tefer to Nortel Metwirks Limited.

General Provisions

oo You apree that we, i providing servives under thiy ggreemen, are acting -on youwr hehalf as
sbmmistratar endy of the Plag and Spending Account. Yo are solely Tiable tr payment of claims
submittes] under the tenns of the Plan and Spending Account,

We have the powsr o i:lﬁit:rprﬁ!t_ihlj provisions and terms of this amrenment. the Plin and Speeruling
Account in pertorening our obligatinns: nrder this apreement. Any interpretation adupted by us im0 poed
faith and in o ressonable marmer and withous vegligence i binding PR wou, '

L Begandless of any other proviging in s agreement, you 1y determine He ,-unfg,un(“;(I.;—.T,-m,;;m o bes
maks for amy specific henefit claim sshanission, provided you instmgt us s wrilmi ta maks the

rod

" payment,

Agroement foe Administrative Services Only (Eadb v
May 1, 20 (90002)
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CUnless wanved and apezed in writing by

aimd biold s farmdess from any and gfl claana, slaanages, hywsuits, Tasses, custy

¥aur ageee to indemaify
v performiice of this agreemend, usdess cased by a willful

and charpes imouired by os as @ cesull of o
act, mepligence or a bicach of comtract by s
This aprcemical may be amendsd o any tirme, provided such amendment is in writing and approved by

¥ amd us 7
We may change the Administration Charges an the effoctive dine of an atmendinest by giving
written notice of sny changes, |

We iy chamge the Administration Charpes voe year after the effective Uate, or amy time aftor that, by
Bivieg you 10 days' prior weitlen notice of any changes, :

All financ ial tamsictines will b in Canadian CUITETLC Y,

ALl questinns relating to the validity, mecpretition or administeation of this agrecment will be

determined according to the knws of 1He Provinee of Untarie,

Wirh the exception of our indermidicalfon of vair wnder the Opr ..;,l.‘;-!r’grr{i-!:lr.':r seetion beléw, or breach of
the Privacy Gazufelines vatfine in Appendiv 7 neither party will be lable for any uRforeseenbls,
inderial or consciuential dumages or By #ny lass gl revenges, loss of profits, lous of coodwil] or
other forms of seonomce fass, even i fhe LY 0 its suthorized representadive has been advised of the
Icesibility of the tvpe of darrmges and mutwithstanding any faiture of the eswential i ol o

ot remedy

Notices will lw aiven i writing by lax, conrier service, cloctiomnic mail (e-rraily, or Caneda Pest,
Chnirier service notice i effective an the carlier of 5 days from el g deposated for delivery or the dhate
o the mail or cowrier receipl.  Fax and e-mail flatice are effective when e smder recejves
Cimtitmation teie the fiax was sent or the e-mail was received, Each party wil} rrovide \he uther with
the contiect infurmation requibred For each e of nolice  The infarmstion will be fiest pravided on the
effective duce and procogpty upcated during the term a3 changes,

s sleternined 1 be legally unenforcenlie or invalid, the FETRAIN g

LF amy provision of diis agreement s
provisionz will continue i effect  The parties will substitule 3 provision' that most closehy

appessiveey the cconmnie ¢fleet and inent ulthe mvalid provisiom,
hesth pitrties, ne actien o naction by a pardy usder this

agreement will constitite a waiver of o P chehils e oblioations wordse s apreement, or breach of

thiz agreement,
Metther ity will assipn or trasfer his Apreemel, or s rights gr obYations, withont the prior writen
Gimsent af the wiher, Neither panty WL inreasombly withhold or ey crmesyy, Howewor, ve tHay
assigm his agresment 1 oan cutity that dizecily ar ndireedly mwns ad least 5094 of the voling sevorities or
y exencioe SOl the voting powsr of us or g g PRSI or erlity W which wa have seceded all or
substtiatly l of ity bugingss aad st 0 which dvis agreement valites,

Al written comumues cation comueerning this agreenent or ainendsents s reskatements of this apreenunt

wWill Bz i the Frglish lanpuags
This agreement may be exeeuted By the partics i moitiple souierparts, eich of which will be devned
an criginad wml all of which will be e snd ther =arree drcryment.

Our Obligations

f.

P

Agreement for Administrative Services Only (1an7v)

We will propare and PRI documents For thi Flan angd Srending Accamnt
We will provide claim Jorms and assess and pay ¢hiims wemdiog o the rerms of the Flas and
Spetling Accound.. Wo will pay claims by issuing chegques an the hank account aecording lo the tergs
i this sprecinent. : '

W will oy b Four e amy eoncesnni clivdars within o ressonahic tirne aller the claims are Made.

WEay 1, 2004 (S0DH2)



you within® MY s f discuvering the froud hy Tvestipative

A We will report framlulent cioims 1o
Services,
0 We will provide vou with' a mathly avoice which inclutes 4 monthly elims seport, g tronthily -

uxpeive repoet and & imonthly cheque reconciliation FEror,
B We will make avialalde o vou all records mlating 10 e conlrueted adininistative services,  This
ruanyer Wil incorporate methods designed 1o protect e confideptiafity of the individual's personal

information according to var Chridelines on Frivacy.

T We will retuin clagn records, interaal reconls for the preparation of bank reconeilintions awl amy ofher

fikes or vesords pertniag fo this Pl and Spanding Accowm for g maximum of & yewrs, at which time

they will be destroyed.
B We svarranr that the sorviees fave buen perforned ip 4 ool nd workinaolike manger 1 necuridie
with gencrally accepred indlarstey standards and will conlormg o the agreesme

9 We are an independent contrachos in rebdion fo you for the services provide! under this AP,

This agroement does nof creats A jint veriture, partership, principad-agent o employvinent retlutivnship

hotween vou amd us,
M. We will indeamity nod hold ¥ou and vowr sulwidiaries and alfifiates (including your emplovees,

vllicees and directors) harmins from fines, penaitios, losses, costy, daemages, injurios, claims, expenses
resatting Fom iy of death of 3 thing party or of any of v empioyess or of any:
lors, or ditmiize ur fogs o progrerty i the vxtent coansed by our cerplovess’
or consulnts’ performanee of this aEreant,

or Habelrticn
- employens of our sulwantrae
i emiployees uf our seheontractors’, TORre s,

Fhe fines, penabties, fosses, casts, dameges, iejuzies, clnims of labilities resulting fom the above wil)

bet knowen collectively us Halilitios,
AL our expense we will:
*  defemf againgt o settle liabilities, am

= pay related conts and aHomevs” feas,
ot ar defense of fiabiities, bur ¥ou oe the inderrmifisd

We will fnve anle contrl of fhe sizft lerre
setlemaent ab your own expemse,

suhsidiary or affilisle may participats in the defonse or

The obligations under this indemaities seetieon will survive Yu termingtion ul s wpersement.,

P We will indepmily yeoou aanl hodd vou hiradess for any inteflecnad pruperty vl ol a thirg party
salely resulting fom us representing vimsehees as agens of a thied party viwler caw performance of this

Cagremerd.

Andil

We will allow vou or your agthorised Tepresentlives to

auddit reeants in ooy PISSESSInN Iy maards o
agf conelities af the plan . '

peayraeent ol ciaiirs under the terms
S provhded Bovever, hat such andit will take place in our
Yo will wive s at least fws weoky noties in advance and
sonidiet Ase seadie and vWhat recnoedy ot eal newd,

This it oy b carried ot 81 vewr nigae
offices and ducing onr repular office hours.
provide & detailed deseription nf how wey wrilk ¢

¥ or your antivrizesd TEPTESEINALIYES st mrovide ug with g anpy of the andiy repwrt nd we may aiben

ormmetls Inowritimg oo von on the audis TP,

Agrevment fur Alministrative Servives (haly (fali?v)
May 1, 2000 (#0002) :



Your Obligations

Yau are respoersttele for all aspects of the sdministeation of the Plan amd Speading Accownt except those
specifically assumed by us ueder the terms of this agreement.

You will provide us with a foll menthiy enrefiment for verification of Health and f)énr_ﬂl cleams and a3
sepurate enrofiment file showing employees vnrolied in the Spending Account amd their benefit cradits,
L Yoy wglf deposit in the bank acceunt sulficient funds o pay all clims and adwminisization chairges
approved acconding to the terns of this agreement. .

Yire wil] piver ps 3 diys' prior written notice of sny amendisents to the Plin and Spending Arcount.

.

S Yoo will provide us with records and other information 45 we may reasonably require fir the
administration of this agreement, sahject to your night to fefuse discleare  for reasens of
confidentialie, ’

. IF we incur auy tax liability on contributions to the Plan and Spemling Account or on monies i onl of

the Plea and Spending Account, or as a resalt of his apresment, you will reimburse 03 to the extant of
thaet Hiobility as un additional administration chirge.

Stop Loss Provision

LHNB-O0T)

Your labitity for emerpenay out-of-provinee cloims is lrited 10 $30.000 of paid clims per inivey or
disease for cach menbec aml cach coversd depenclent in 2 calendar yeor,

The Stop Laows fresiner under BPolicy & 30004 - OO, provides coverage for emergency out-ofprovipes
clatmg i excess of RS0,000 of paid clabks per injury or disense for cach membar and anch isored

dependent [va calendar year,

Apreement far Adwinistrative Services Oaly (G Aobd

© May 1, 2000 (HHND)



Administration Charges

| ) - “arh ‘ fw( .'_!3‘. AT Py ,1{-,- {"T l‘flf 1l sf{'t‘v'§¥:?'iﬁ

Woithen 30 davs of e end <

MO & Ty LES }‘i{ﬁw:dmi skt b teTmns o the *'Li.il'!‘\i‘mm*ut s ot o 1e fotlowsng Schedute

Base Fees

Health and Dental B::mfh

(.e-mwf ﬂ.»!nmn-trmua 0% nf FHarended  Braleh and Dionds? Claims

-j‘;r&j'ﬂ 8% o Fitended Fealtth wnd Tommsxl Clayr

© Claims Administration

Fxtemiod Healh L5770 per cheagoe phan pendage
Pay PHrect Py, 103 per prescription plus GST

Prrap Hlodassdion Rovies 520 per preseriprion thay 1z reviwesd

Diestal : EA5R per chimque plin postage

RER T pﬁ:‘ certificate miirce on farneary |, plus 51 08

Tieadth Care Reimbyrsement Accsnt
' et cheapie tusued

Survivor Incams, Suvviver Fennsition and Loug Term Diaahility Benefits

Sprvrver | ransteon sl

20% of S v Toeonee

Lisneral Asdimanihaian
taomg Termn Disabaley by

5% ol Bairvivor T, Survivee Uenssicion st
Logg Ve Dhzablisby vlaion

teahit

£ bimes Addministratoen

Strwiver Trengition Peie{it

ST pes vlams w forer pdus 5856 per chegae ainel
amd § a0 ;w- Jednction per chr‘:quw Fiseredd The seerype

s k] Be e og thae prarpevees ol

Vong, Torm Dnsability

bk o

.
T L
TRLKIEE 1 onln §

Apreement for Adminisestive Services Dhidy (iTy) A-1

Mgy I, 20040 (S0



Base Fees include the foliowing serviggs:

Y susessmient amil payment of claims

* mdivideal case assessmen] of Lene Termn lisahyly Iy elaims, nchidipg rebabilitution eeferraty and
recommiendations for Imlepenfent meeical RISEIAMCTI IS

*oservices of the cliims mlfrmation cente fo claim ingufries

* providing
location

pay dircet drug zards in members unider the pian to be dedivered 1g thie el s blsiness
¥ madnterance of membér daty i veritication afclaimy

" duarierly Fopedt confirming mermbers enrulled on Claricas Fysfem

* ussistace with piksn design and review

* secwmabition of claims statistical data

* amnis repants oudlined in Appendiv |

* mmual etimates of incusted hit aol Leported claing

Tmual estimate of di:éelﬁility Stel SLVIVOP reserymy
‘ T < ncluded with the invioice

* monthly cheque reconeifiation with supporting Tports

*  miiMensnce of e:n't‘;'xi&né.lat dara and bene it sredits for the pavinent oy Spending Accownt
* quaderly puvments fir the Health Care t{f:in-_nbmsc_rraem Aconemt

-~

anrns) forfeinure repart for Health Careg Reimbursement Aceonnts

-
Lrinlnance of u plan document and ASG Agreement
* - SOCE oT G O NGl Acoommnts Cfficer, Client Service Representative, H435igned updeiwriter,

new basinoss crordingtor, seniar cali edigrm epeserlative and ASO adm inistrative assisrant whose
rodes aee identified iy Appendix [T :

*  merdy reports on bfoack of Msinesy augits
* - ampnal renewgl report, includiyg per vapgita vosy prodections

¥ Teoveries of frewmdinlent eluding wring Inveatipaiye Sereives

Additional Services nod Included in Bzye Fegy

SZEK T a penecic feport or Programming cosg yng
CUmpLter 1, billed as i mrred for creting of new
and spesialised e,

Ad b claim poris
Lustamized printing, redistributiun of pards 24 0 e
s dacurred

Speciunl Miailing

Agireement for Administrgijve Serviees Ouly (fadh vy
May 1. 2000 20002}



Subrnpgation hssistance 150 hour for lepal stufFand $100 for paralegaf

flenufit Slatements 3. Whstatement plus postape

spendine Ascount lorfeiture Letters 3. 35'member plus postage
Spending Avcount Bajance Letlers .33 member plus postipe
R 2imeaher

Member Farollment

Dependent Ineoliment Y2/ member with dependénea

Reassessment of brims as a result of late epraliment as incurred
Rehabilitation Services including £l 1hour

*  prepaation of business case for seloction of rebabilitation sandidates

. rchahilita[juﬁ \;ﬂn&l,l-llt:ﬂg directly with members for retum o woek
»  disability plan management seevices
- id::ﬁt'if}' sarly fitervention oppartumities
®  anpual reta.lﬂ iy cost savings '
A glaims wanagenent report
+  mectings at client sites {or case marsgement or pre-arbifration

Phisulbriliey Consultiog Services regotinted fee for sevice

. déwlnpmcﬂt of early inlervention programs

« graining of elend 9afl on short term dizbiline managemen
»  organomic sonsulting -

+ cexupational therapiat c;mm_u__l_l.iug

o ssistance with maiagement of WO clujms

Rehahilitation Consultant Travel sty By el

st of Rebahitittion programs and special medical — as imerred
RETEEMONTS . _

Amendment Costs
{1vr amendrmients in exeess af § per yeur lor the hourly fee or negatiated flal site for updates {o

Flex plam and ane every 3 years Toe the unicn axisling benefits;
plans} : ¢ 3675 for modification 0 existing plas with
o divistoa (o2 mion amendment)

= 50,375 fr more cuanpex anenchnents
(e Tex changes)

Investigative Servives, Clisnt Spedific Projects scape md naruee ur pruject e be aesoliated

Agreement for Adminisirative Services Only (fat7v)
May I, 20040 ¢HIGZY :



Actnarial Services

Trans bation. service

5 fncurred

3% ncurred

Legal sorvices for suppontite defeses of dwspured 35 Ingured

claims
Preparation of tailoned maliss

Hourly th;i firr Additional Services

SAS Propromming fon reporks

We Teserve e rig

nE icarmed
£50%our fir clesical

¥l L0hour for management

3 hous for semor officer and prufessionaly

Tr2siumer

el 10 enodify the ahove achemingstration charges 0 reflect any Good und Beryices Tax
- A =1 - i hd

Value Added T'ax ve similar tax that ity be mstituted,

Termination of Apreement

R

Fad

[#¥]

Agreement lur Adwinistrative Rervices Onty (_i'z;ﬂ?‘v_}

“terminags this agreement one yuar after the

You may teroinate this mareernent by giving us 30 days' prior written notice of terimination.  We may
afvetive date, or any lime afler that. by miving you 99 tiye

Prioe writhen notice of terenination . :

We nmy terminate this agregment immediately by giving vou written nglice if you fal to sitisfy any of

the terms of this apreement . :

Iy by giving you written thrdice if teaishtion, regutation pr

We may eommnate this dprecment inmmediate
ination of this sgreement.

judicial decision, i ous erpuntan, probibits the cone
Lipom temmination of this terecment,

All obsligations on var part for the payment of claims will slop.

incurred for services remfered aml. For all elvims paid prier 1o

i
b Yo will reimburse ws for all charges
tee lermition date of this apresment.

£ All claint records and files mainmined by u
agreament will be tamed aver to you,

A 11 Carrying ont ows adminisatjve sarvices for thiy

d. A terminaton reconabng will be miade within | cilerdir year afler the termination date. Aficr the
terminilion acconsding is compleled, the bank account will be closed.

Chligistions snd Vebilities dneéadied 1o survive the termination of this agreainont will be #[foctive abler

teynsination, ) '

A-d

May 1, 2000 (90082)



Plesse sien hoy copies of this agrecamnt nd Fesiern oty 1o iy,

. Sigrwad ar our Head Office, Waterlon, Ontarie.

Secreery Prasiclent
Tl agreement s appraved ar i ] )
& S

Marel Networks Limired

Agrecment for Adsministrariv

v Services Only (f407y)
May ¥, 2000 (& Ur A :




-~ APPENDIX

Appendix I

Annual Reports

Appendix IT

Rales and Responsibilitios of National Accounts Officers

Appendix ITI

Privacy Guidelines
- Appendix IV
Insurance Requirements

A,i;m‘en.mui Ror Admbisistrative Services Only (TalTe)
May 1, 2000 (400032)



Annual Reports

EXTENDED HEALTH

Paid Clairmy by Benefil

-

*  Submsiien? and Paid-Claims Saowmry
= Unit Coxt by Service Ciategory

= Utilization Hased on Paul Claims

¢ Liilization ased oo Nesuher of Servicis

*  Claims anad Premiam (3 yesr comparison of claims}
RENTAL

*  Paid Claims by Bonehit
- f.':Iaim;. aml Promivm (3 year compaison of c,!;lir[@
»  Subnstiend smd P‘aid_{.‘_hj i

»  THilizdion based on Pi.lid Clairryg

= Unit Cost by Service Category

This above Yegansy are prgvided for Manaiomens, Pensioners and Linion £ pnees

Agrrement for Administrative Services (}nil_v {FalTr}
May £, HH) {90402) )



Roles and Respousibilities )

The Mationat Accounts Officer, Juanoe Hulley s responsibie for overnil plan managrment whickh inclodes amd gy
not Hmited 1o cerordinmting 1he reporting of performnce Standards, ensarbng changes are oplemen ted accarding to
m areed wpon schedule, negotnting amd imihlementing o fue Struchine, reprorting on andnsg) finanial yesuis,
recommending pion chaiges wnd investigating poden iyl changes . She CORUnURicales market tretsds, rew pmrl_u«:i

imitintives and changes i legiskrion,

“The Mationg] Aveounts Service R:—prmmfa’ﬁve; Carn} Jr)hr#gdt in\fﬁﬁg“lﬂﬂ; amd rasnives, mmmﬁm leva}
15500 such oy complex ¢laimes ses, imember recards, card Prowluction, nesponses to <laim statements, o ment
production and olher sdministeation issyes, The Service Reprasentative glan provides sk up in the #hsence of the

Matiom! Aceoun s Officer,

Suppucting the Mativsal Aceount (Mficer amd e Sorvice Hepresentitive is a Matlonal Aceoiunts temn which is
respiensible for the direct servicmy of appecsimately 20 mationnd accounty, Karen Martin, Natinnal Accounis,
¥ice President is responstble for fawilitatiog secess 1 resourees within the Tinnpany, An ll‘:gclnkj—'.uurriu:;j1 Darry}

Dravis, calcilaes rales and Wusial fuwmeial resuls and Preparey renewal reports gl AR fees. A New Business
Caordinator, Rosemary Noronha Prepares documents and updiates svstern peenrds for pslan chinges.  An
Asfministration Asvaciate, Irnpard Lopemaun Prepames morthiy ASO invoices,

for assensing and prtying

Cathy Seoti is the team leacder of the Netional Accout vlaims fenm which iy respongibie
e standards,

Health and Tiental clsine, She i rerpedisible for aveurate ¢lajg Payment and mecting servie

Agreement for Admintstrative Services an_}' ffﬂﬂ?}‘.} A-14

My [, 280 (SHMbEE2 )



Guidelines on Privagy

U orcder to carry on is business 25 an insarer, Fosncial intermediary, investor and chployver, Clarica [ife
lssurnnge t&»mp,an-y Frius | bt and vse cerfain personal infurrnation.

Yo ensure the privacy of its clients, emplovees and apents, the coenpany will conduct Us business in
aetordance wily vhe followhg principles: :

Releviance and Hetenling

Sowrces of Tnformition

Confictentiality of Information

Externul Disclosare

Peranmat Aveess

Cppurionity 1o Coreect

Cowmmnication

Complinnce

Agrecment Fir Administrative Services Ondy [Falh?vy

Alay 1, 2 (D0002)

Ve conyrmy will eollect only that prrsonal information which iz selevans 1o the
conduct of its bestiness, and witl retam such infirmation ooly as lomg as it
remiains netevant or required bry L.

The mitis source of information about i individual will be that person. The
sollzction af informtion from othar simarces will be subject b the conserd of the
person amicerted or as perteitted by faw, On recgiest, the company will advise
the person and these other sources of the relevanee ind titemaded wse of
information bem collected,

The company will miaintain, utilize and dispose 5€aft perional infiymation to
protect ity confalentialily in 2 yruwtner commenswrats with the sensitivity of the
inforndion. 10 will appeopriately control access by its emplovess and agems to
such isformation, granting access unly to those with iemitimate business riseds,

The company will pi sclose personal inforrnation o sthers culside the
ceunpaity without the consent 0f the persoa conpemned, eXCept Ay required by
statutory authority, legal process, cootractual ahligation, or widely accepted and
cthical business praction : ‘ :

The company will aske availshly to a Person on reguest, the infinmation
matnhiined in the ties un that prrson, with dne concern for the Jutiection of tho
privacy of itz source, anid subjeet t any aplicable lomnl or eshical prohibition o
privileps, Porsonnl health informestion will anly be made gyailable through on
appeapriite huslth profisional, Tn the case of emplovees and agends, peronal
access do business plasming information is not available,

:
The person eoncemed will bave fhe DPpOITUELY 1o reruist the eompany fo
correet or elarife personsl informistion, The eormpany will amend the persons
e ter the extent it agtees tha the original infurmation wis incorsece, hineed or
ircelsvant.. 1n the case of dissgresment, he person will be allowed 1o file his 1
her opinion. The company wil) undertake 10 infonm oter ergamizations which
hieve begn providid with soch informmiion of emendments which are made.

The company will cosmmunicals hese principles to its emptovecs, azents amd to
other persons and e ganizations acting e is behall and will inform ity
employess and agents of their responsddlities with respee! o these prineiplas,
bath enerally and wirth relerence to their specific dities and responsibilites.

& The company

The company expects sl employees e confirm to these principle

- will undertake appropriare procedires 1o menirar sk comphinnce. Any willfid

¥ioktion of these principles by an employee will be camse for disciplinary ootion
which could resuli in termibetion of enployment.
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Insarance requirements

L Covernge and Limits - During e wem we will carey the Jollewing, types of insuranee coveragn
wend hialahity limirs: -

{a) Comprehunsive auramobife insranss: for all neasdwneed vehicles, cOvEring Bl rinimam,
badity Injury amd property dhmace, with a mininagny liabibity tinnit of §1.000, 000000 fisr
rach guorence

(bY - Cumprebensive generaf Nokiline inspeance coyering af sinimum, eabify injuey, broad
form propesty damage, #od blimket confraciual Falshity, with a isiniounn Hability limit of
- 3,000,185 0 For cach ocoumence;

{c) Empfyaes Sabilive inypiegmee with 3 miviran linhilice it o §1 JHIO Q0K () maed,
ot e Rers” cnmpensation. with the statutnry requiczatent for woveragr. (When perlorming

services in the United States, we must carry statutory workers® CORIENEALON SoYErage
whether or nob stbs law sflows us 1o clec) not to carey chverage)

LA Addwionat Tasmued - W will nanie v as an additional insuresd on (e Camparhensive pengral
fiability inswamme policy,

E- L Cortification - On your reguest we will pavvide vou with sertiticates eonfi reriines all insurance
roverape. )
. Apreement fTor Adwinistrative Servives Oly (fallTy) . . Al

Day [, 2000 (90002)
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January 6, 2010 ' Susan Philpott

Direct Dial: 416.595. 2104
Direct Fax: 416.204. 2832
sphilpott@kmlaw.ca -

Via E-mail

Jay Carfagnini Murray McDonald Derrick Tay

Goodmans LLP Ernst & Young Inc. Ogilvy Renault LLP

Suite 2400, 250 Yonge St.. 222 Bay Street - RBC Plaza, South Tower -

‘Toronto, ON M5B 2M§ = Toronto, ON M5K 1J7 - 200 Bay Streei, P.O. Box 84

’ Toronto, ON M5J 2Z4
Dear Sirs: '

Re: Nortel CCAA Proceedings
Re: Funding Agreement
Our File No. 09/0479

We write on behalf of both of our client groups, the Court appointed representatives for the
Former Employees and the Disabled Employees of the Canadian Nortel companies. We
understand that an agreement has been reached with the U.S.. company and other stakeholders
regarding the transfer of funding to the Canadian estate to permit its operations for the duration
of the insolvency proceedings (the “Funding Agreement”). We were not privy to the negotiations
which resulted in that agreement, and have not been provided a copy of the applicable
documentation setting out the Funding Agreement, nor any draft of it. Our clients have grave
concerns about the contents and terms of the Agreement that have been disclosed thus far, and
the impact on them and their constituents. We require a copy of the iatest drafi of the Agreement
and an opportunity to comment on its contents before it is finalized, and raise the following for
your immediate consideration and action.

To date, our clierits have supported the continuation of the CCAA stay of proceedings, and the
interim funding agreement (“IFA™) that was reached in June, because funding for the pension
plans and benefit plans was provided for, and has continued during the CCAA. process. Our
clients did not oppose the expenditure of estate funds on employee bonuses under the XEIP,
KERP and AIP programs because they were told that their benefits coverage wounld continue,
and funding for that coverage was included under the IFA. However we have been advised that
the current Funding Agreement, which is scheduled to be brought to court for approval on
January 21, 2010, provides funding for these costs only through Q1 of 2010. There is no .
provision for these costs through the balance of 2010 and 2011, leaving our clients without
health benefits and pension funding during the CCAA proceedings. This, along with the fact that
Nortel has been depleting the health and welfare trust by failing to fund the ongoing LTD and
" SIB costs, is wholly unacceptable.

Accordingly, our clients will object to the Funding Agreement and any further extension of the
CCAA stay of proceedings unless provision is made for:

20 Queen Street West, Suite 900, Box 52, Toronto, Ontario MSH 3R3 = Tel: 416-977-8353 = Fax: 416-977-3316
www. kmlaw.ca i
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1) the continuation ofour clients’ medical and health benefits thro

2t pension funding to at least the end of September of 2010, whe
be filed with the Regulator

3) payment of ETD and 81B mcome benefits directly by the com
revenues as an employee cost through 2010, and

43 provision of some minimum »iandaruz pay for severed empl
current a!"%shsp program,

We m:dersiaﬂd that funds are availahle i 2010 for the Canadian estal
expect binding confirmation that they wil he paid

As has become clear through this most recent set of nezotiztions rega:
Canadian estate; the established process remains very unsatisfactory 10
seat a: the talle and were thereby unable to press for the minimum guE
constituents for bealth benefits  And yet, the bondholder group suc
mandatory audit for 2000, a1 an exorbitant cost of over 20 million, the
unticcessary and benefits only the bondholders (and KPMG)I Tt woulc
more than $20 miliion in audit fees, and mitlions more in employee bom
2010 whiie Nonel retirees and disabled people go without health ben
process g used as a mechanism to bind the Canadian estate 10 future tra
to object 1s hamstrung because of the terms of the IFA that our chents ha

We look forward to speaking with you ynmediately to discuss our
ansence of an agreement as set out above, we have no chowce but to ab
the Funding Agreement on January 31, 2019

Yours truly,

KOSKIFE MINSKY LLP
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NORTEL DISABLED EMPLOYEE
NEWS BULLETIN

THIS NEWS UPDATE IS PREPARED BY KOSKIE MINSKY LLP (KM)
IN THEIR CAPACITY AS REPRESENTATIVE COUNSEL

Nous enverrons une traduction de cetfe lettre dés qu'elle sera disponible,

July 29, 2010 -
Nortel entered court proceedings under the Companies’ Creditors Arrangement Act
("CCAA" on January 14, 2009. As a result of the company's insolvency proceedings,
there will be changes {o your disability income, health, dental & life insurance benefits
on December 31, 2010, and to Nortel's pension plans on September 30, 2010 and
thereafter. It is therefore important that you remain up to date on these issues by
reading the newsletters prepared by your-Representative Counsel, by visiting the KM
website and by keeping in contact with your court-appointed Representative, Susan
Kennedy, and the Canadian Nortel Employees on Long-Term Dlsablllty Commlttee
("CNELTD") Legal Steering Committee.

Please review the sections below for latest developmenis on issuss that are of
importance to you as a disabled employee.

ALLOCATION AND DISTRIBUTION OF THE
HEALTH AND WELFARE TRUST ASSETS

Background

Nortel established a Health and Welfare Trust ("HWT"} through which its benefits
programs for both active employees and retirees have been provided since
approximately 1880. The freatment and funding of those benefits programs varied over
the years, with funds being contributed and reserves established for some kinds of
benefits, and for others, costs being covered on a “pay-as-you-go” basis. In the past,
retiree life insurance premiums, survivor income benefits and long-term disability-
income benefits were normally paid from trust assets, while Nortel made "pay-as-you-
go" contributions each year for health & dental benefits for its employees (including
disabled employees) and pensioners as well as for active employee life insurance
premiums. In addition, Nortel paid survivor transition benefits as they fell dus.

Allocation & Distribution of the HWT Assets

As provided for in the Settlement Agreement, the parties are working towards a court
approved distribution of the HWT in 2010. We expect that the Monitor will make a
proposal for the allocation of these assets, and that interested beneficiaries will have an
opportunity to make submissions to the Court on that proposal and on the distribution of
the assets. Because there is a potential that those positions may conflict due to the
uncertainty of the wording in the trust documents, each of the twe groups represented
by Koskie Minsky have sought independent legal advice with respect to the allocation of
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the HWT assets. For more information about the independent legal advice being
sought by your court-appointed Representative on these issues, please contact Susan
Kennedy or other members of the CNELTD Legal Steering Committee.

On December 31, 2009, the assets in the trust were estimated at roughly $80 million,
while the liabilities were considerably higher.- More current estimates of the liabilities are
not yet available. As the liabilities in the HWT exceed the trust's assets, the distribution
will replace only a portion of the lost future benefits that were historically paid from the
HWT. Our actuary put evidence before the Court last March that an aggregate
distribution based on the HWT financial statement then available would produce a result
in the 30% range when considering the benefits which were funded out of the HWT and
not on a “"pay as you go" basis. We cannot provide any further or more accurate
estimates concerning the percentage of recovery that you will receive from the trust
assets, as this percentage is dependent on the allocation of trust assets among trust
beneficiaries, which is not yet determined and is ultimately subject to Court approval.
You will receive notice of such process, and the Court-appointed Representative has
demanded that each disabled employee receive an estimate of the amount they wilf .
receive through a distribution of HWT assets under the Monitor's proposal. ‘

You will recall that your claim for lost future benefits will be calculated by an actuary,
and your claim will be based on the present value of your lost future benefits. The
balance of the present value that is not paid through a HWT distribution will form part of
your claim against the Nortel estate in the Compensation Claims Procedure.

It continues to be the goal of all parties to achieve the allocation and distribution of the
HWT assets before the end of 2010.

STATUS OF HEALTH, DENTAL & LIFE INSURANCE
COVERAGE

Health & Dental Benefits Going Forward

As you know, Nortel will cease to pay your health and dental benefits on December 31,
2010. You must submit your claims by February 28, 2011. Your court-appointed
Representative, the CNELTD steering committee, your Representative Counsel, their
advisors and members of the Nortel Retiree and Former Employes Protection Canada
("NRPC™) have been looking into options o provide some form of ongoing medical
coverage post-December 31, 2010. One option originally being considered was the
possibility of establishing a Replacement Health Plan using a portion of your future cash
recoveries from Nortel. It has been determined that this option is not viable and it will
no longer be considered. Two of the major downsides that influenced this decision
were (1) the requirement of cash up front to fund the benefits (which would have been
difficult andfor not possible to obtain); and (2) the requirement of mandatory
participation for all disabled employees (and also for all retirees). As a resuit of this
- decision, it is now clear that each individual who is entitled to health & dental benefits
from Nortel will have a claim for that loss made against the Nortel estate as part of their
claim in the Compensation Claims Procedure.
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Although a Replacement Health Plan funded through future cash recoveries is no longer
being considered, the CNELTD and their advisors continue to look into available aptions
- for medical coverage after December 31. The CNELTD is working alongside the NRPC
on this issue in order to capitalize on economies of scale, ameng other things. Options
being considered inciude the possibility of locating an insurance provider that will agree
to insure your medical benefits without the requirement of a medical assessment and/or
the possibility of conversion from the current group coverage to individual coverage with
a provider. We are contacting different providers to determine what options and
medical coverage plans may be available. If this type of plan is established, you would
be given the option as to whether to participate in this plan and also would be
responsible to pay the premiums (premium costs and options for benefit coverage are
not yet known).

In light of this new information, you shouid explore all medical benefit options
that are available to you after December 31, which may include your spouse’s
benefit plan and/or any provincial drug plans for which you may be eligible.
Please be sure to submit all claims before February 28, 2011.

COMPENSATION CLAIMS PROCEDURE

Since our last update to you, discussions to finalize the Compensation Claims
Procedure have continued and the legal, actuarial and procedural details remain the
current focus. Your actuaries (Segal Company) and lawyers (Koskie Minsky) are
advising the Court-appointed Representative. All calculations, assumptions and notice
forms are being discussed with your actuaries and Koskie Minsky, and are subject to
ultimate approval by the Court. :

The anticipated process: Before claims are finalized you will receive written notice of
your individual claim amounts and will have an opportunity to review the data relevant to
your claim, and to correct any existing errors. The package that you receive will explain
the process, how your claim was calculated, and will detail each of your claims. You will
not have to file your own claim - Koskie Minsky will do that for you. As a disabled
employee, you will make a claim for all' benefits you are entitled to receive from Nortel
now or in the future. Your Representative Counsel is working with your actuaries and
the Monitor to ensure that your individual claim includes all entittements you have lost in
the insolvency, including lost disability income benefits, future pension accruals, life
insurance (basic and optional to age 65 and retiree life, as applicable), severance and
termination pay, transition retirement allowances, any post-retirement benefits you are
entitled to receive, and anything else that arises in our review of the documentation.
You will receive a letter that will categorize your entitlements, so that you can be certain
that none of your entittements have been overlooked. The contents of the notice, the
calculation assumptions and methedologies, and the process will be subject to the
court’s approval before you receive your claims package.

We anticipate being before the Court for approval of this process in September 2010.
Once the process of the Compensation Claims Procedure has been approved, we will
move into the individual claim calculation and review stage. You will receive a
communication and further instructions at that time. Although we anticipate that you will
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receive and review your claim in 2010, there will be a number of issues to resolve
before the distribution stage is reached. You should not expect a distribution from the
Nortel estate before 2011. ' '

UPDATE ON PENSION PLAN ISSUES

Both Nortel's Defined Benefit and Defined Contribution plans will change as of
September 30, 2010.

A. THE DEFINED BENEFIT PENSION PLANS

For disabled employees who have an entitlement in one of Nortel's two Defined Benefit
registered pension plans, the future is complicated and to date uncertain. in
accordance with the Settlement Agreement, Nortel will cease to administer its pension
plans as of September 30, 2010. In the normal course, a wind up administrator would
be appointed by the Ontario Superintendent of Financial Services effective on or about
September 30, would become responsible for the administration of the Plans, and would
determine and conduct the wind-up of the Plans. '

An appointed wind-up administrator will reduce pensions to the wind-up or solvency
ratio, typically within a few months of the appointment. Pensioners who worked in
Ontario, however, may have up to the first $1,000 of their monthly pensions guaranteed
by the province's Pension Benefit Guaraniee Fund so for those members only their
monthly pensions over $1,000 would be reduced. However, you should be aware that
the Representatives of the NRPC and their advisors are exploring aiternatives to a
conventional pension plan wind-up and are seeking support from the Government. The
future of Nortel's Defined Benefit pension plans, and the timing of plan wind-ups could
be affected. Based on a recent estimate, -both Defined Benefit pension plans are
“estimated to have a wind-up funded ratio of approximately 64% (with no indexing).
Recent estimates provide that on a solvency basis, the Negotiated Plan is estimated to
be funded at 76% while the Managerial Plan is estimated to be funded at 72%.
Because of this deficiency, you should plan for the possibility of a reduction in your
pension before the end of 2010. As soon as we know more we will advise you.

B. THE DEFINED CONTRIBUTION PLANS

Disabled employees who have an entitlement in Nortel's Defined Contribution plan will
receive the funds that have accumulated in their individual account, to be transferred to
a locked-in retirement vehicle. You will experience no loss as a result of Nortel's
insolvency. You will have no claim against Nortel for your entittement in Nortel's
Defined Contribution plan. In fact, if you still have an account in a Nortel Defined
Contribution plan you can transfer it out of the Plan to your personal iocked-in
retirement vehicle at any time until a notice of wind up is issued.
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C. QUESTIONS?

If you have questions about your individual pension and/or retirement please contact the
foilowing: ' -

Defined Benefit Plan Members Defined Contribution Rlan Members
Mercer -1.866.667.8358 Sun Life - 1.866.733.8612

STATUS UPDATES

Health and Welfare Trust CRA Advance Ruling Submissions

Tax counsel for all interested stakeholders has been involved in the preparation of
written submissions concerning an advance ruling as to the taxability of funds to be
distributed from the Health and Welfare Trust. The request for an advance tax ruling
has now been submitted to the CRA. The ruling requests that lump sum payments
anticipated to be made from the HWT be made without negative tax consequences to
the recipients of the payments. The CRA ruling request relates specifically to certain
possible future lump sum distributions from the HWT, being:

¢ Lump sum payments in connection with termination of rights under the long
term disability plan;

¢ Lump sum payments in connection with the termination of rights under the
pensioner group life insurance plan; and

o Lump sum payments in-connection with the termination of righis under the
survivor income benefit plan or survivor transition benefit plan.

We are uncertain how long it will take the CRA to make its decision on the taxability of
the various amounts to be distributed, however, we will advise on the KM website and
through written correspondence as developments occur. Information about the ruling,
once it has been issued, will be made available on our website. Please note that this
ruling will be applicable only to lump sum distributions made from the HWT and not to
future distributions from the estate, which will be dealt with separately once we have
obtained the first ruling.

Court-Appointed Representative

Since May 27, 2009, Susan Kennedy has been the sole Court-appointed
Representative for Nortel's disabled employees, with the exception of those individuals
who are represented by the CAW-Canada. The system of a single Court-appointed
representative who consults with a steering committee and with members as whole
within the time and confidentiality constraints created by the CCAA process is a typical
structure in matters of this magnitude, where a number of individuals with the same or
similar interests are most effectively represented together. This structure has worked
well in other cases. This decision-making struciure is also working well in the Nortel
CCAA proceeding, where the Court-appointed Representative has been working with a
committee to communicate to the constituency and to ensure that important decisions
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are made on an informed and responsible basis. In his April 8, 2010 endorsement,
Justice Morawetz commented positively on the dignified manner in which Ms. Kennedy,
among others, has been discharging her functions in difficult circumstances.

Koskie Minsky recently received a request to add two additional Court-appointed
representatives for the disabled employee group. This request has been examined, and
it has been determined that it is not necessary or advisable to seek a Court appointment
of two additional representatives. We are at a critical stage in Nortel's CCAA
proceedings in that the allocation of the HWT assets and resulting payments in a tax-
effective manner must be dealt with before year end, the compensation claims
procedure must be finalized and parties must focus on recovering assets for the
Canadian estate in order o maximize the future distribution. Given the overwhelming
importance of these issues to the disabled employees, it is far more useful to focus on
these issues rather than to expend resources and incur delays engaging in unnecessary
procedural steps.

The Court-appointed Representative is grateful to the many disabled employees who
have indicated support for her and the Legal Steering Committee that advises her, and
thanks them for their continued support of the current system of representation.

Extension of Stay of Proceedings and Employee Hardship Process

On July 16, 2010, the Court granted an extension of Nortei's stay of proceedings in
Canada until October 29, 2010. The Court also granted an extension of the Employee
Hardship Process until October 29, 2010. Disabled employees are not eligible for the
Employee Hardship Process that is currently in place. We have inquired about the
possibility of establishing a hardship fund that would apply to disabled employees who
experience severe financial hardship after changes to benefits ocour on December 31,
2010. We do not yet know whether this is possible but in any event, any such fund
would be subject to Court approval. We will advise you of developments as they occur.
If you think that in the future you may be in a position of hardship due to high medical
costs, you may wish to investigate provincial drug plans in advance of December 31.:

Ongoing Asset Sales / Resolution of Intellectual Property Issues

While many of the major asset sale transactions have now been completed, Nartel -
continues to explore the strategic alternatives to best optimize the value of its residual
businesses and assets; including its remaining intellectual property. This is a lengthy
process, and there has been no determination as to the farm such a recovery would
take. KM and financial advisors, Richter, continue to represent the disabled employee,
former employee and pensioner constituencies on these issues. The Monitor is aware
of our interests and is negotiating, in consultation with our groups, to protect and
promote the interests of all Canadian stakeholders. You will be advised of
developments. ' .
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CONTACT INFORMATION AND UPDATES

If you have an inquiry, or wish to speak to your Representative Counsel, please contact
KM by email at nortel@kmlaw.ca or by calling our toll free hotline at 1.866.777.6344.
Please continue to visit the KM website's "Latest Development" section for important
developments and for announcements concerning the scheduling of webcasts and
information sessions.

Disabled employees who have questicns or wish to join the CNELTD should send an
email to SteeringCommittee@cneltd.info.

For access to a variety of information pertaining to Nortel's CCAA proceedings, .
including public Court documents and all Monitor's Reports, please visit the Monitor's
website at www.ey.com/ca/nortel.

This update has been sent to all Nortel disabled employees, including those who are
members of the CAW-Canada, which has reviewed this update. . if you are a CAW
member, you should direct any questions regarding this update to the legal
representative for the CAW — Barry Wadsworth, Associate Counsel, at (416) 495-3776
or by e-mail to michelle.bondy@caw.ca.
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