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NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND
REPORT AND FINANCIAL STATEMENTS

DECEMBER 31, 1982



Touche Ross & (o

Chartered Accoumarts

AUDITORS' REPORT

The Directors,
Northern Telecom Limited.

We have examined the Statement of Net Assets of the Northern Telecom
Health and Welfare Trust Fund (the “Fund”) as at December 31, 1982 and
the Statement of Changes in the Fund for the year then ended. Our
examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests and other procedures as we

considered necessary in the circumstances.

In our opinion, these financial statements present fairly the net assets
of the Fund as at December 31, 1982 and the changes in the Fund for the
year then ended in accordance with generally accepted accounting

principles applied on a basis consistent with that of the preceding

‘ﬂT‘:"“s.n, uw V{.—o
Toronto, Ontario,

April 8, 1983. Chartered Accountants

P. 0. BOX 12 - FIRST CANADIAN PLACE ~ 100 KING STREET WEST — TORONTO, ONTARIO MEX 1B3
TELEPHONE (416) 364-4242 ~ TELEX 0656-24310



Touche Ross & Co.

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31, 1982

1982 1981
Investments
Cash and short-term investments,
at cost (Note 5) $10,498,753 $ 6,139,439
Bonds and debentures, at cost {Note 5)
Canadian 625,000 641,250
Provincial 500,000 500,000
Corporate 500,000 491,100
1,625,000 1,632,350
Mortgages (Note 6) 2,475,155 1,020,708
Investment fund units 1,498,505 1,498,505
Other (Note 7) 2,673,840 5,348,680
6,647,500 7,867,893
18,771,253 15,639,682
Accrued revenue 455,488 325,047
Accounts receivable 2,488,576 3,615,003
2,944,064 3,940,050
Total assets 21,715,317 19,579,732
Accrued claims payable 1,421,939 1,111,040
Net assets as at December 31 ' $20,293,378  $18,468,692

On behalf of Management

See accompAnying notes to financial statements.



Touche Ross & Co.

NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

STATEMENT OF CHANGES IN THE FUND
FOR THE YEAR ENDED DECEMBER 31, 1982

Balance of the Fund at January 1

Additions to the Fund
Transfer of reserves from Mutual Life
Contributions
Companies
Employees
Investment income

Total additions

Deductions from the Fund
Claims paid and accrued
Administration expenses

Total deductions

Balance of the Fund at December 31

See accompanying notes to financial statements.

1982 1981
$18,468,692  $15,743,904
75,945 ~

6,746,553 5,878,685
2,219,056 1,986,262
2,329,359 1,966,435
11,370,913 9,831,382
9,401,497 6,970,635
144,730 135,959
9,546,227 7,106,594
$20,293,378  $18,468,692




Touche Ross & Co

1.

3.

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1982

sy

The Fund was established as at January 1, 1980 in order to provide a
self~insured employee benefits program for all eligible employees of
Northern Telecom and is comprised of:
i. a Dental Plan

ii, an Extended Health Plan

iii. a tong—Term Digability Plan

iv, a Survivor Income Benefit Plan

v. a Survivor Transition Benefit Plan

vi, a Group Life Plan

vii., a Pensioners' Insurance Plan

The Fund follows generally accepted accounting principles. The
significant accounting policies are:

Investments

All investments are recorded at historical cost.

Accrued revenue

Interest income on investments has been accrued up to December 31,

Accried claims

Accruals have been made for the claims received, under the varilous
plans, up to January 31 but which relate to the year ended December 31.
Accruals are not made for future payments in respect of claims received
under benefit plans entailing a regular series of payments (see

Note 3).

Several of the benefit plans entail a regular serles of benefit
payments to a claimant. The estimated present value of the future
payments anticlpated to be made after December 31, 1982 in respect of
claims which commenced before that date is as follows:

Survivor Income Benefit $2,270,000
Survivor Transition Benefit 886,000
Long-Term Disability 2,967,000

. $6,123,000

s ———

The actual benefit payments will be charged against the Fund in the
period in which they are payable.



TBucheI&nst&(]a - D -

Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1982

b4

The next triennial actuarial valuation of the Pensioners' Insurance
Fund is due as at December 31, 1983. An internal estimate as at
December 31, 1982 indicated that the present value of liabilities
exceeded the present value of assets by approximately $2 milliom.

The market values of the investments as at December 31 are as follows:

1982 1981
Cash and short—term investments 810,734,877  $6,261,658
Bonds and debentures
Canadlan $ 665,938 § 605,938
Provinecial 525,000 469,250
Corporate 486,250 429,750

$ 1,677,188  $1,504,938

o]
o)

The fund has entered into agreements to advance $5,646,000 in
mortgages. As at December 31, 1982 funds advanced under these
agreements totalled $1,448,406. '

Certain assets of the Fund have been invested with The Mutual Life
Assurance Company of Canada and are fixed in regard to the rate of
retyrn and the term of investment. The repayment of the investment
is as follows:

Year : Principal
1984 $2,673,840

Investments of $3,175,740, including $500,900 of interest, which wzre
to have matured January 1, 1983 were pald to the fund on December 31,
1982.
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NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

REPORT AND FINANCIAL STATEMENTS

DECEMBER 31, 1983



Touche Ross & (o

Chartered Accountants

AUDITORS' REPORT

The Directors,
Northern Telecom Limited.

We have examined the Statement of Net Assets of the Northern Telecom
Health and Welfare Trust Fund (the "Fund") as at December 31, 1983 and
the Statement of Changes in the Fund for the year then ended. Our
examiuation was made in accordance with generally accepted auditing
standards, and accordingly included such tests and other procedures as we

considered necessary in the clrcumstances.

In our opinion, these financial statements present fairly the net assets
of the Fund as at December 31, 1983 and the changes in the Fﬁnd for the
year then ended in accordance with generally accepted accounting
principles applied on a basis consistent with that of the preceding

'

year.

Toronto, Ontario,

March 15, 1984. Chartered Accountants

PO, BOX 12 - FIRST CANADIAN PLACE — 100 KING STREET WEST - TORONTO, ONTARIO MBX 1B3
TELEPHONE (416) 364-4242 - TELEX 065-24310



Touche Ross & Co.
NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31, 1983

1983 1982
Investments
Cash and short-term investments
(Note 53) $ 8,570,656  $10,498,753
Bonds and debentures (Note 5)
Canadian 500,000 625,000
Provincial 500,000 500,000
Corporate 500, 000 500, 000
1,500,000 1,625,000
Mortgages (Note 6) , 9,537,423 2,475,155
Investment fund units 1,498,505 1,498,505
Other (Note 7) - 2,673,840
11,035,928 6,647,500
21,106,584 18,771,253
Accrued revenue 286,882 455,488
Accounts recelvable 3,530,315 2,488,576
3,817,197 2,944,064
Total assets 24,923,781 21,715,317
Accrued clalms payable 2,008, 477 1,421,939
Net assets as at December 31 $22,915,304  $20,293,378

On behalf of Management

See accompanying notes to financial statements.



Touche Ross & Ca

NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

STATEMENT OF CHANGES IN THE FUND
FOR THE YEAR ENDED DECEMBER 31, 1983

Balance of the Fund at January 1

Additions to the Fund
Transfer of reserves from Mutual Life
Contributions
Companies
Employees
Investment loncome

Total additions

Deductions from the Fund
Claims paid and accrued
Administratlon expenses

Total deductions

Balance of the Fund at December 3l

See accompanying notes to financial statements.

1983 1982
$20,293,378  $18,468,692
- 75,945
11,054,602 6,746,553
3,006,624 2,219,056
2,341,237 2,329,359
16,402,463 11,370,913
13,557,298 9,401,497
223,239 144,730
13,780,537 9,546,227
$22,915,304  $20,293,378




Touche Ross & Co.

3.

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1983

The Fund was established as at January 1, 1980 in order to provide a
gelf-insured employee benefits program for all eligible employees of
Northern Telecom and is comprised of:
i{. a Dental Flan
ii., an Extended Health Plan
41i. a Long-Term Disability Plan
iv. a Survivor Income Benefit Plan
v. a Survivor Transition Bernefit Plan
vi.. a Group Life Plan

vii. a Pensioners' Insurance Plan

The Fund follows generally accepted accounting principles. The
gsignificant accounting policies are:

Investments
All investments are recorded at historical cost.

Accrued revenue

Interest income on investments has been accrued up to December 3l.

Accrued claims

Accruals have been made for the claims received, under the various
plans, up to January 3] but which relate to the year ended December 31.
Accruals are not made for future payments in respect of claims received
under benefit plans entailing a regular serles of payments (see

Note 3)0

Several of the benefit plans entall a regular series of benefit
payments to a claimant. The estimated present value of the future
payments anticlpated to be made after December 31, 1983 in respect of
claims which commenced before that date is as follows:

Survivor Income Benefit $3,413,257
Survivor Transition Benefit ' 1,067,385
Long-Term Disability 5,068,294

59,548,936

The actual benefit payments will be charged against the Fund in the
period in which they are payable.



Touche Ross & Co. -7 -

Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1983

4,

The actuarial valuation of the Pensioners' Insurance Fund as at
December 31, 1983 indicates that the present value of liabilities
exceeds the present value of assets by approximately $6.7 million
assuming a 8% rate of return on asseLs.

The market values of the investments as at December 31 are as follows:

1983 © 1982
Cash and short-—term investments $8,663,473  $10,734,877
Bonds and debentures
Canadian $ 535,100 $ 665,938
Provincial 523,750 525,000
Corporate 496,900 486,250

$1,555,750 §$ 1,677,188

The fund has entered into agreements to advance $6,398,122 in
mortgages. As at December 31, 1983 funds advanced under these
agreements totalled $3,722,851.

Certain assets of the Fund were invested with The Mutual Life Assurance
Company of Canada and were fixed in regard to the rate of return and
the term of investment. Investments of $2,673,480 including $259,005
of interest, which were to have matured January 1, 1984 were paid to
the fund on December 31, 1983.
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Touche Ross & Co.

NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

REPORT AND FINANCIAL STATEMENTS

DECEMBER 31, 1984



Touche Ross &Co.

Chartered Accountants

AUDITORS' REPORT

The Directors,
}orthern Telecom Limited

We have examined the statement of net assets of the Northern Telecom
Health and Welfare Trust Fund (the "Fund”) as at December 31, 1984 and
the statemént of changes in the net assets for the year then ended. Our
examination was made 1n accordance with generally accepted auditing
standards, and accordingly included such tests and other procedures as we

considered necessary in the circumstances.

In our opinion, these finaucial statements present fairly the net assets
of the Fund as at December 31, 1984 and the changes in net assets of the
Fund for the vear then ended in accordance with gemerally accepted
accounting principles applied on a basis consistent with that of the

preceding year.

—/E:V)A‘ \ ? . ZJ
Toronto, Ontario,

March 30, 1985, Chartered Accountants

p.0. BOX 12 - FIRST CANADIAN PLACE ~ 100 KING STREET WEST - TORONTO, ONTARIO MBX 1B3
TELEPHONE (416) 364-4242 - TELEX 065-24310



Touche Ross & Co.

NORTHERN TELECOM

HEALTH AND WELFARE TRUST FOND

STATEMENT OF NET ASSETS AS AT DECEMBER 31,

Investments
Cash and short—term investments
Bonds and debentures (Note 5)
Canadian
Provincial
Corporate

Mortgages (Note 6)
Investment fund units

Accrued revenue
Accounts receivable

Total assets

Accrued claims payable

Net assets as at December 31

On behalf of Management

Y/

See accompanying notes to financlal statements.

1984

1984 1983
$ 5,533,564 § 8,570,636
500,000 500,000
1,828,400 500,000
4,500,000 500,000
6,828,400 1,500,000
12,005,106 9,537,423
81,394 1,498,505
12,086,500 11,035,928
24,448,464 21,106,584
374,609 286,882
5,851,282 3,530,315
6,225,891 3,817,197
30,674,355 | 24,923,781
2,465,785 2,008,477
$28,208,570  $22,915,304




Touche Ross & Co.

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 1984

1984 1983
Balance of the Fund at January 1 $22,915,304  $20,293,378
Additions to the Fund
Contributions
Companies 17,686,713 11,054,602
Employees 3,357,297 3,006,624
Investment income 3,187,655 2,403,220
Total additions 24,231,665 16,464,446
Deductions from the Fund )
Claims pald and accrued 18,678,845 13,557,298
Administration expenses 259,554 285,222
Total deductions 18,938,399 13,842,520
Balance of the Fund at December 31 $28,208,570 522,915,304

See accompanying notes to financial statements.,



Touche Ross & Co.

2.
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1984

The Fund was established as at January 1, 1980 in order to provide a
self~insured employee benefits program for all eligible employees of
Northern Telecom and is comprised of:

1. a Dental Plan
ii. an Extended Health Plan
iii. a Long-Term Disability Plan
iv. a Survivor Income Benefit Plan
ve. a Survivor Transition Benefit Plan
vi. a Group Life Plan

vii. a Pensioners' Insurance Plan

The Fund follows generally accepted accounting principles. The
significant accounting policies are:

Investments
All investments are recorded at historical cost.

Acerued revenue

Interest income on investments has been accrued up to December 31.

Accrued claims

Accruals have been made for the claims received, under the various

plans, up to January 31, but which relate to the year ended December 31.
Accruals are not made for future payments in respect of claims received
under benefit plans entailing a regular series of payments (see Note 3).

Several of the benefit plans entail a regular series of benefit
payments to a claimant., The estimated present value of the future
payments anticipated to be made after December 31, 1984 in respect of
claims which commenced before that date is as follows: '

Survivor Income Benefit $ 5,102,298
Survivor Transition Benefit 1,532,318

" Long—Term Disability 6,462,828
513,097,444

The actual benefit payments will be charged against the Fund in the
period in which they are payable.



Touche Ross & Co. 9 .

Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1984

b4

6.

The actuarial valuation of the Pensioners' Insurance Plan as at
December 31, 1983 indicates that the present value of liabilities
exceads the present value of assets by approximately $6.7 million
assuming a 8% rate of return on assets.

The market values of the under-noted quoted investments as at December
31 are as follows:

Bonds and debentures

1984 1983
Canadian -8 535,625 § 535,100
Provincial 1,935,390 523,750
Corporate 4,570,000 496,900

$7,041,015  $1,555,750

The fund has entered into agreements to advance $4,829,107 in
mortgages. As at December 31, 1984 funds advanced under these
agreements totalled $3,980,607,
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND
REPORT AND FINANCIAL STATEMENTS

DECEMBER 31, 1986

A Touche Ross



Touche Ross & Co. '

Chartered Accountants ﬁ % T h R

Chartered A w JOUCHE 0SS
First Canadian Place ’

100 King Street West

Toronto, Ontario M5X 183

Telephone: 416 364-4242

Telex: 085-24310

AUDITORS' REPORT

The Directors,
Northern Telecom Limited

We have examined the statement of net assets of the Northern Telecom
Health and Welfare Trust Fund (the "Fund") as at December 31, 1985 and
the statement'of changes in the net assets for the year then ended. Our
examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests and other procedures as we

considered necessary in the circumstances.

In our opinion, these financial statements present fairly the net assets
of the Fund as at December 31, 1985 and the changes in net assets of the
Fund for the year then ended in accordance with generally accepted
accounting principles applied on a basis consistent with that of the

preceding year.

Toronto, Ontario,
April 8, 1986. Chartered Accountants

Touche Ross international



NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31, 1985

N Touche Ross

1985 1984
Investmernts

Cash and short—term investments $ 2,050,031 $ 5,533,564

Bonds and debentures (Note 5) )
Federal ' 500,000 500,000
Provincial 1,828,400 1,828,400
Corporate 14,285,000 4,500,000
16,613,400 6,828,400
Mortgages 11,428,892 12,005,106
Investment fund units - 81,394
11,428,892 12,086,500
30,092,323 24,448,464
Accrued revenue 624,020 374,609
Accounts receivable 7,575,941 5,851,282
8,199,961 6,225,891
Total assets 38,292,284 30,674,355
Accrued claims payable : (2,709,123) (2,465,785)
528,208,570

Net assets $35,583,161

On behalf of Management

See accompanying notes to financial statements.



NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 1983

N Touche Ross

1985 1984
Balance of the Fund at January 1 $28,208,570 $22,915,304
Additions to the Fund
Contributions
Companies 19,797,580 17,686,713
Employees 3,167,365 3,357,297
Investment income : 3,769,681 3,187,655
Total additions ' 26,734,626 24,231,665
Deductions from the Fund
Claims paid and accrued 19,034,857 18,678,845
Adminigtration expenses 325,178 259,554
Total deductions 19,360,035 18,938,399
Balance of the Fund at December 31 $35,583,161 $28,208,570

See accompanying notes to financial statements.




A Touche Ross -

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1985

The Fund was established as at January 1, 1980 in order to provide a
self-insured employee benefits program for all eligible employees of
Northern Telecom and is comprised of:

i. a Dental Plan
ii., an Extended Health Plan -
iii. a Long-Term Disability Plan
iv. a Survivor Income Benefit Plan
v. a Survivor Transition Benefit Plan
vi. a Group Life Plan

vii. a Pensioners' Insurance Plan

The Fund follows generally accepted accounting principles. The
significant accounting policies are:

Investments
All investments are recorded at historical cost.

Accrued revenue

Interest income on investments has been accrued up to December 31.

Accrued claims

Accruals have been made for the claims received, under the various

plans, up to January 31, but which relate to the year ended December 31.
Accruals are not made for future payments in respect of claims received
under benefit plans entailing a regular series of payments (see Note 3).

Several of the benefit plans entail a regular series of benefit
payments to a claimant. The estimated present value of the future
payments anticipated to be made after December 31, 1985 in respect of
claims which commenced before that date is as follows:

Survivor Income Benefit $ 7,673,329
Surviver Transition Benefit 1,568,844
Long-Term Disability 7,276,644

$16,518,817

The actual benefit payments will be charged against the Fund in the
period in which they are payable.




D Touche Ross

Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1985

4. The actuarial valuation of the Pensioners' Insurance Plan as at
December 31, 1983 indicates that the present value of liabilities
exceeds the present value of assets by approxlmately $6.7 million
assuming a 8% rate of return on assets.

5. The market values of the under-noted quoted investments as at December
31 are as follows:

Bonds and debentures

1985 1984
Federal $ 559,000 § 535,625
Provincial 2,204,000 1,935,390
Corporate 14,548,000 4,570,000

$17,311,000 $7,041,015
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND
REPORT AND FINANCIAL STATEMENTS

DECEMBER 31, 1986



Touche Ross & Co.

Chartered Accouniants §§ T h R

PO Box 12 e ﬂuc e OSS
First CGanadian Place

100 King Street West

Toronto, Ontario MEX 183

Telephone: 416 364-4242

Teisx: 065-24310

AUDITORS' REPORT

The Directors,
Northern Telecom Limited

We have examined the statement of net assets of the Northern Telecom
Health and Welfare Trust Fund (the "Fund") as at December 31, 1986 and
‘the statement of changes in net assets for the year then ended. Our
examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests and other procedures as we

considered necessary in the circumstances,

In our opinion, these financial statements present fairly the net assets
of the Fund as at December 31, 1986 and the changes in net assets of the
Fund for the year then ended in accordance with generally accepted
accounting principles applied on a basis consistent with that of the

preceding year.

Toronto, Ontario,
March 20, 1987. Chartered Accountants

Touche Ross International



NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31

Investments
Bonds and debentures (Note 3)
Federal
Provincial
Corporate

Cash and short-term investments

Mortgages

Accrued revenue
Due from sponsoring corporations

Total assets

Accrued claims payable

Net assets (Note 4)

On behalf of Management

See accompanying notes to financial statements.

1986

$ 500,000
1,828,400

11,263,000

13,591,400

9,263,636

10,916,010

33,771,046

660,822

15,390,909

16,051,731

49,822,777

(2,927,651)

$46,895,126

£ Touche Ross

1985

$ 500,000
1,828,400

14,285,000

16,613,400

2,050,031

11,428,892

30,092,323

624,020

7,575,941

8,199,961

38,292,284

(2,709,123)

$35,583,161



NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31

Balance of the Fund at January 1

Additions to the Fund
Contributions
Companies
Employees
Investment income

Total additions

Deductions from the Fund
Claims paid and accrued
Administration expenses

Total deductions

Balance of the Fund at December 31

See accompanying notes to finamcial statements.

1986

$35,583,161

24,805,144
3,568,373

3,987,962

32,361,479

20,743,397

306,117

21,049,514

$46,895,126

£ Touche Ross

1985

$28,208,570 -

19,797,580
3,167,365
3,769,681

26,734,626

19,034,857

325,178

19,360,035

$35,583,161



NORTHERN TELECOM £ Touche Ross
HEALTH AND WELFARE TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1986

Description of the Fund

The Health and Welfare Trust Fund (the "Fund") was established by
Northern Telecom Limited and its Canadian subsidiaries on January 1,
1980 in order to provide an employee benefits program for all eligible
employees and is comprised of:

Reserved Plans

a) Long-term Disability Plan

b) Survivor Income Benefit Plan

¢) Pensioners' Insurance Plan

d) employee-financed Group Life Plan (Group Life - Part I1I)

Paid as Incurred Plans

e) Dental Plan

f) Extended Health Plan

g) Survivor Transition Benefit Plan

h) Group Life Plan (Group Life - Part I)
Summary of significant accounting policies

The Fund follows generally accepted accounting principles. The
significant accounting policles are:

a) Investments
All investments are recorded at cost.
b) Accrued revenue

Interest income on investments has been accrued to the year-end
date.

c) Accrued claims payable

Accruals have been made for the unpaid claims incurred and received
under the various plans to the year-end date. Accruals are not made
for future payments in respect of claims received under benefit
plans entailing a regular series of payments (Note 4a).



—g - A Touche Ross

Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1986

3. Bonds and debentures

The market values of the bonds and debentures as at December 31 are as

follows:
1986 1985
Federal $ 558,125 $ 559,000
Provincial 2,286,250 2,204,000
Corporate 11,478,391 14,548,000

$14,322,766  $17,311,000

&, TFuture benefit payments and related reserves

a)

b)

Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a
claimant. The estimated present value of the future payments
anticipated to be made after December 31, 1986 in respect of claims
which commenced before that date and the related value of assets
reserved in the Fund are as follows:

Present value

of future Value of

payments Teserves
Long-term Disability Plan $10,665,874 § 9,292,138
Survivor Income Benefit Plan 9,059,300 8,486,566
Survivor Transition Benefit Plan 1,881,269 -

$21,606,443  $17,778,704

The actual benefit payments are charged against the Fund in the
period in which they are payable.

Plans requiring lump sum payments - Pensioners' Insurance Plan

An actuarial valuation of the Pensioners' Insurance Plan is
performed by an independent actuary every three years.

The most recent actuarial valuation of the plan, dated as at
December 31, 1983, indicates that, at that date, the present value
of liabilities exceeded the present value of assets reserved for
this plan by approximately $6.7 million assuming an 8% rate of
return.



_ 5 N Touche Ross

Northern Telecom .
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1986

Management estimates that the present value of liabilities under
the plan as at December 31, 1986 was §28,244,000. The
corresponding value of the asset reserve at that time was
$25,144,897.

¢) Plans requiring lump sum payments - Group Life — Part II

On a voluntary basis, employees have the option to purchase
additional group life insurance coverage up to age 65. This is
fully employee funded, and the reserves at December 31, 1986
totalled $3,971,525.
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Touche Ross & Cao. ﬁ\

Chartered Accounianis T ’ h E

P.O. Box 12 s OU.C e GSS
First Canadian Flace

100 King Street West

Toronto, Ontario M5X 183

Telephone: 416 364-4242

Telex: 065-24310

Telecopier: 416 361-0601

AUDITORS' REPORT

The Directors,
Northern Telecom Limited

We have examined the statement of net assets of the Northern Telecom
Health and Welfare Trust Fund (the "Fund") as at December 31, 1987 and
the statement of changes in net assets for the year then ended. Our

. examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests and other procedures as we

considered necessary in the circumstances.

In our opinion, these financial statements present fairly the net assets
of the Fund as at December 31, 1987 and the chénges in net assets of the
Fund for the year then ended in accordance with generally accepted
accounting principles applied on a basis consistent with that of the

preceding year.

7 /
) - //m(,c,{'g ;{ - Lo,
oronto, Ontario,

‘March 31, 1988, Chartered Accountants

Touche Ross international




NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31

Investments
Bonds and debentures (Note 3)
Federal
Provincial
Corporate

Cash and short—term investments

Mortgages

Accrued revenue
Due from sponsoring corporations

Total assets

Accrued claims payable

Net assets (Note 4)

On behalf of Management

ATouche Ross

1987 1986
§ 500,000 § 500,000
1,828,400 1,828,400
7,280,000 11,263,000
9,608,400 13,591,400
22,525,860 9,263,636
10,452,479 10,916,010
42,586,739 33,771,046
625,199 660,822
12,470,788 15,390,909
13,095,987 16,051,731
55,682,726 49,822,777

(2,857,406)

(2,927,651)

$52,825,320

$46,895,126

See accompanying notes to financial statements.



NORTHERN TELECCM

HEALTH AND WELFARE TRUST FUND

STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31

Balance of the Fund at January 1

Additions to the Fund
Contributions
Companies
Employees
Investment income

Total additions
Deductions from the ¥und
Claims paid and accrued

Administration expenses

Total deducticns

Balance of the Fund at December 31

N Touche Ross

1987 1986
§46,895,126  §$35,583,161
23,022,430 24,805,144
2,575,227 3,568,373
4,498,022 3,987,962
30,095,679 32,361,479
23,760,958 20,743,397
404,527 306,117
24,165,485 21,049,514

$52,825,320

$46,895,126

See accompanying notes to financial statements.
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1987

Description of the Fund

The Health and Welfare Trust Fund (the "Fund") was established by
Northern Telecom Limited and its Canadian subsidiaries on January 1,
1980 in order to provide an employee benefits program for all eligible
employees and is comprised of:

Reserved Plans

a) Long-term Disability Plan

b) Survivor Income Benefit Plgn

¢) Pensioners' Insurance Plan

d) employee-financed Group Life Plan (Group Life - Part II)

Paid as Incurred Plans

e) Dental Plan

f) Extended Health Plan

g) Survivor Transition Benefit Plan

h) Group Life Plan (Group Life - Part I)
Summary of significant accounting policies

The Fund follows generally accepted accounting principles. The
significant accounting policies are:

a) Investments
All investments are recorded at cost.
b) Accrued revenue

Interest income on investments has been accrued to the year—end
date.

c) Accrued claims payable

Accruals have been made for the unpaid claims incurred and received
under the various plans to the year-end date. Accruals are not made
for future payments in respect of claims received under benefit
plans entailing a regular series of payments (Note 4a).



A Touche Ross

Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1987

3. Bonds and debentures

The market values of the bonds and debentures as at December 31 are as

follows:
1987 1986
Federal $ 530,000 $ 558,125
Provincial 2,096,250 2,286,250
Corporate 7,391,250 11,478,391

$10,017,500  §14,322,766

4, Tuture benefit payments and related reserves
a) Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a
claimant. The estimated present value of the future payments
anticipated to be made after December 31, 1987 in respect of claims
which commenced before that date and the related value of assets
reserved in the Fund are as follows:

Present value

of future Value of

payments reserves
Long~term Disability Plan §13,658,793  §$10,457,061
Survivor Income Benefit Plan 10,806,161 10,155,434
Survivor Transition Benefit Plan 2,047,557 -

$26,512,511  $20,612,495

The actual benefit payments are charged against the Fund in the
period in which they are payable.

b) Plan requiring lump sum payments -~ Pensioners' Insurance Plan

An actuarial valuation of the Pensioners' Insurance Plan is
performed by an independent actuary every three years.

The most recent actuarial valuation of this plan, dated as at
December 31, 1986, indicates that, at that date, the present value
of liabilities exceeded the present value of assets reserved for
this plan by approximately $7.6 million assuming rates of return of
8.5% in 1987, reducing by a quarter of a percent each year to 7% in
1993 and thereafter.



A Touche Ross

Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1987

c)

Management estimates that the present value of liabilities under
the plan as at December 31, 1987 was $32,900,000. The
corresponding value of the assets reserved at that time was
$28,789,471.

Plan requiring lump sum payments — Group Life - Part IT

On a voluntary basis, employees have the option to purchase \
additional group life insurance coverage up to age 65. This is
fully employee funded, and the reserves at December 31, 1987
totalled §3,423,354.
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REPORT AND FINANCIAL STATEMENTS

DECEMBER 31, 1988



Touche Ross & Co.

Chartered Accountants ’\ T h B

P.O. Box 12 £y Guc e OSS
First Canadian Place

100 King Street West

Toronio, Ontario M5X 1B3

Telephone: 416 364-4242

Telecopier: 416 361-0601

AUDITORS' REPORT

The Directors,
Northern Telecom Limited

We have examined the statement of net assets of the Northern Telecom
Health and Welfare Trust Fund (the "Fund") as at December 31, 1988 and
the statement of changes in net assets for the year then ended. Our
examination was made in accordance with generally accepted auditing
standards, and accordingly included such tests and other procedures as we

considered necessary in the circumstances.

In our opinion, these financial statements present fairly the net assets
of the Fund as at December 31, 1988 and the changes in net assets of the
Fund for the year then ended in accordance with generally accepted
accounting principles applied on a basis consistent with that of the

preceding year.

/ /
M@;«Cﬁ.
Toronto, Ontario,

May 29, 1989. Chartered Accountants

Touche Ross International



NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31

Investments
Bonds and debentures (Note 3)
Federal
Provincial
Corporate

Cash and short-term investments

Mortgages

Accrued revenue
Due from sponsoring corporations

Total assets

Accrued claims payable

Net assets (Note &)

On behalf of Management

A Touche Ross

1988 1987

§ 500,000 $ 500,000
3,775,900 1,828,400
19,993,031 7,280,000
24,268,931 9,608,400
15,059,078 22,525,860
10,052,138 10,452,479
49,380,147 42,586,739
833,255 625,199
14,907,132 12,470,788
15,740,387 13,095,987
65,120,534 55,682,726
(3,303,775)  (2,857,406)
$61,816,759  $52,825,320

See accompanying notes to fimancial statements.



NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31

Balance of the Fund at January 1

Additions to the Fund
Contributions
Companies
Employees
Investment income

Total additions

Deductions from the Fund
Claims paid and accrued
Administration expenses

Total deductions

Balance of the Fund at December 31

£ 'Touche Ross

1988 1987
$52,825,320 546,895,126
27,073,258 23,022,430
3,929,728 2,575,227
5,152,724 4,498,022
36,155,710 30,095,679
26,781,360 23,760,958
382,911 404,527
27,164,271 24,165,485
$61,816,759  $52,825,320

See accompanying notes to financial statements.
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1988

Description of the Fund

The Health and Welfare Trust Fund (the "Fund") was established by
Northern Telecom Limited and its Canadian subsidiaries on January 1,
1980 in order to provide an employee benefits program for all eligible
employees and is comprised of:

Reserved Plans

a) ' Long-term Disability Plan
b) Survivor Income Benefit Plan
c¢) Pensioners' Insurance Plan

d) Employee-financed Group Life Plan (Group Life - Part II)

Paid as Incurred Plans

e) Dental Plan

f} Extended Health Plan

g) Survivor Transition Benefit Plan

h) Group Life Plan (Group Life - Part I)
Summary of significant accounting policies

The Fund follows generally accepted accounting principles. The
significant accounting policies are:

a) Investments
All investments are recorded at cost.
b) Accrued revenue

Interest income on investments has been accrued to the year—end
date,

¢) Accrued claims payable

Accruals have been made for the unpaid claims incurred and received
under the various plans to the year-end date. Accruals are not made
for future payments in respect of claims received under benefit
plans entailing a regular series of payments (Note 4a).



A Touche Ross

Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1988

3. Bonds and debentures

The market values of the bonds and debentures as at December 31 are as

follows:
1988 1987
Federal $ 512,750 § 530,000
Provincial 4,056,250 2,096,250
Corporate 20,018,106 7,391,250

$24,587,106  $10,017,500

4. Future benefit payments and related reserves

a)

b)

Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a
claimant. The estimated present value of the future payments
anticipated to be made after December 31, 1988 in respect of claims
which commenced before that date and the related value of assets
reserved in the Fund are as follows: ‘

Present value

of future Value of

payments reserves
Long—term Disability Plan $18,284,396  §13,837,110
Survivor Income Benefit Plan 12,285,270 11,580,920
Survivor Transition Benefit Plan 2,200,378 -

$32,770,044  $25,418,030

The actual benefit payments are charged against the Fund in the
period in which they are payable.

Plan requiring lump sum payments - Pensioners' Insurance Plan

An actuarial valuation of the Pensioners' Insurance Plan is
performed by an independent actuary every three years,

The most recent actuarial valuation of this plan, dated as at
December 31, 1986, indicates that, at that date, the present value
of liabilities exceeded the present value of assets reserved for
this plan by approximately $7.6 million assuming rates of return of
8.5% in 1987, reducing by a gquarter of a percent each year to 7% in
1993 and thereafter.



A'Touche Ross

Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1988

4. Future benefit payments and related reserves (continuved)

Management estimates that the present value of liabilities under
the plan as at December 31, 1988 was $38,461,000. The
corresponding value of the assets reserved at that time was
$32,636,272.

¢) Plan requiring lump sum payments - Group Life — Part II

On a voluntary basis, employees have the option to purchase
additional group life insurance coverage up to age 65. This is
fully employee funded, and the reserves at December 31, 1988
totalled §$3,762,458,
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NORTHERN TELECOM LIMITED
HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31, _1989%*

Cash ($667,655)
Short Tern Investments
Canada Treasury Bills 0
Discount Notes 361,20
3,361,201
Mortgages
National Trust 1,472,693
Metropolitan Trust 8,444,424
Other - .0
9,917,117
Baond, Debentures, ang Notes
Canada Bonds 9,821,173
Provincial Bonds , 9,111,941
Corp. Bond Debentures & Notes 20,523,343
Term Deposit & Notes : 4,695,390
44,151,847
Accounts Receivables
Current ' 13,248,572
Accrued Claims 2,983,072
Accrued Interest 1,150 524
N . —m eIV g Dah )
. ' 17,382,168
Accounts Payable
Accrued Claimsg Payable (3,423,319)
Green Shielqd (163,220)
Quebec Blue Cross 0
Other (9.753)
¢ (3,596,292)

Solely-for inclusion withn the 1989 73 Trust Income Tax
Return and Information Return




NORTHERN TELECOM LIMITED
HEALTH AND WELFARE TRUST FUND

STATEMENT OF CHAN

GES IN THE FUND

FOR THE YEAR ENDED DECEMBER 31, 1989%

Balance of the Fund - January 1

Additions to the Fund
Contributions
- Companies
- Employee
- Accrued

Investment Income

Total Additions

Deductions From the Fund
Claims paid ang accrued
Administration Fees
Mortgages Service Feeg
Bank Charges
Miscellaneous

Total Deductions

Balance of the Fuhd December 31

*This financial statement is unaudite
solely for inclusion with the 1989 T

-Return ahd Infprmation'Return.

$61,816,759

28,603,481
4,598,796
81,843

6,815,166
§g0,099,286

30,842,305
420,740
29,008
75,606

—_— O
531‘367.652
$70‘548!386

d and has been Prepared
3 Trust Inconme Tax




APPENDIX “W”



NORTHERN TELECOM
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Deloitte &
Touche

Chartered Accountants

’ '\ BCE Place Telephone: (416) 601-6150
181 Bay Street Telecopier: (416) 601-6151
Suite 1400

Torohto, Ontario M5J 2V1

AUDITORS' REPORT

The Directors,
Northern Telecom Limited

We have examined the statement of net assets of the Northern Telecom
Health and Welfare Trust Fund (the "Fund") as at December 31, 1990 and
the statement of changes in net assets for the year then ended. These
financial statements are the responsibility of the Corporation's
management. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing
standards. Those standards require that we plan and perform an audit to
obtain reasonable assurance whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating
the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all
material respects, the net assets of the Fund as at December 31, 1990 and
the changes in net assets of the Fund for the year then ended in
accordance with generally accepted accounting principles.

uvﬂ""——d-
Debite ¢ Tonsde
Toronto, Ontario,

June 12, 1991. : Chartered Accountants



NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31

Investments
Borids and debentures (Note 3)
Federal
Provincial
Corporate

Cash and short-term investments

Mortgages

Accrued revenue
Due from sponsoring companies

Total assets

Accrued claims payable

Net assets (Note &)

On behalf of Management

1990 1989
$000's 5000's
$18,640 $§ 9,821
15,813 9,112
11,766 25,219
46,219 44,152
9,513 2,693
9,856 9,917
65,588 56,762
1,549 1,150
15,127 16,232
16,676 17,382
82,264 T4, 144
(3,810)  (3,596)
$78,454  $70,548

See accompanying notes to financial statements.

Deloitte &

~_Touche




NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

STATEMENT OF CHANGES IN NET-ASSETS
FOR THE YEAR ENDED DECEMBER 31

Balance of the Fund at January 1

Additions to the Fund
Contributions
Companies
Employees
Investment income

Total additions

Deductions from the Fund
Claims paid and accrued
Administration expenses

Total deductions

Balance of the Fund at December 31

1990 1989
5000's 5000's
$70,548  $61,817
29,988 28,685
4,328 4,599
7,035 6,815
41,351 40,099
32,927 30,842
518 526
33,445 31,368
§78,454  $70,548

See accompanying notes to financial statements.

Deloitte &
__Touche
FAY



NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1990

Description of the Fund

The Health and Welfare Trust Fund (the "Fund") was established by
Northern Telecom Limited and its Canadian subsidiaries on January 1,
1980 in order to provide an employee benefits program for all eligible
employees and is comprised of:

Reserved Plans

a) Long-term Disability Plan

b) Survivor Income Benefit Plan

¢) Pensioners' Insurance Plan

d) Employee-financed Group Life Plan (Group Life = Part II)

Paid as Incurred Plans

e) Dental Plan

f) Extended Health Plan

g) Survivor Transition Benefit Plan

h) Group Life Plan (Group Life - Part I)
Summary of significant accounting policies

The Fund follows generally accepted accounting principles. The
significant accounting policies are:

a) Investments
All investments are recorded at cost.
b) Accrued revenue

Interest income on investments has been accrued to the year-end
date.

c) Accrued claims payable

Accruals have been made for the unpaid claims incurred and received
under the various plans to the year-end date. Accruals are not made
for future payments in respect of claims received under benefit
plans entailing a regular series of payments (Note 4a).

Deloitte &
_ Touche
AN

!



Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1990

3. Bonds and debentures

The market values of the bonds and debentures as at December 31 were as

follows:
1990 1989
§000's 5000's
Federal : $18,101 § 9,764
Provincial » 15,180 9,163
Corporate 11,333 25,707

$44,614  $44,634

4., Future benefit payments and related reserves

a)

Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a
claimant. The estimated present value of the future payments
anticipated to be made after December 31, 1990 in respect of claims
which commenced before that date and the related value of assets
reserved in the Fund are as follows:

1990 , 1989
Present value
of future Value of Value of
payments reserves reserves
$000's $000' s 5000"s
Long-term Disability Plan §26,764 519,538 $15,625
Survivor Income Benefit Plan 15,613 15,111 13,623
Survivor Transition Benefit
Plan 2,793 - -
545,170 $34,649 $29,248

The actual benefit payments are charged against the Fund in the
period in which they are payable.

Deloitte &

VA



Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1990

4. Future benefit payments and related reserves (continued)
b) Plan requiring lump sum payments - Pensioners' Insurance Plan

An actuarial valuation of the Pensioners' Insurance Plan is
performed by an independent actuary every three years,

The most recent actuarial valuation of this plan, dated as at
January 1, 1990, indicates that, at that date, the reserved assets
exceeded the present value of liabilities for this plan by
approximately $1.6 million assuming rates of return of 10% in 1690,
reducing by a quarter of a percent each year to 7%,

Management estimates that the present value of liabilities under
the plan as at December 31, 1990 was 539,999,000 (1989 -
$45,594,000). The corresponding value of the assets reserved at
that time was $39,479,000 (1989 - $37,893,000).

¢) Plan requiring lump sum payments — Group Life — Part II

On a voluntary basis, employees have the option to purchase
additional group life insurance coverage up to age 65. This is
fully employee funded, and the reserves at December 31, 1990
totalled $4,326,000 (1989 - §3,407,000).

Deloitte &
___ Touche

VA
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FINANCIAL STATEMENTS

December 31, 1991




Deloitte &
Touche

’ \ Chartered Accountants

LA BCE Place Telephone: (416) 601-6150
181 Bay Street Telecopier: (416) 601-6151
Suite 1400

Toronto, Ontario M&J 2V1

AUDITORS’ REPORT

To the Board of Directors of
Northern Telecom Limited’

We have audited the statement of net assets of the Northern Telecom Health and Welfare
Trust Fund (the "Fund”) as at December 31, 1991 and the statement of changes in net assets
for the year then ended. These financial statements are the responsibility of the plan's
Administrator. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether
the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made
by the plan Administrator, as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the net assets

of the Fund as at December 31, 1991 and the changes in its net assets for the year then
ended in accordance with generally accepted accounting principles.

Deloitte L Toucke

Chartered Accountants

Toronto, Ontario
April 9, 1992

Deloitte Touche
Tohmatsu
International
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S NORTHERN TELECOM -

HEALTH AND WELFARE TRUST FUND
STATEMENT OF NET ASSETS
December 31, 1991

INVESTMENTS (Note 3)
Bonds and debentures
Federal
Provincial
Corporate

Cash and short-term investments
Mortgages

ACCRUED REVENUE

DUE FROM SPONSORING COMPANIES

TOTAL ASSETS
ACCRUED CLAIMS PAYABLE

NET ASSETS (Note 4)

ON BEHALF OF MANAGEMENT

1991 1990
$000's

$20,133 $18,640
23,806 15,813
11,712 11,766
55,651 46,219
2,367 9,613
14,259 9,856
72,277 65,588
1,945 1,649
14,500 15,127
16,445 16.676
88,722 82,264
{4,100} (3,810}
$84,622 $78,454




NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND
STATEMENT OF CHANGES IN NET ASSETS
Year ended December 31, 1991

1991 19380
$000’s

FUND BALANCE, JANUARY 1 $78,454 $70.,548

ADDITIONS TO THE FUND
Contributions

Companies 28,731 29,988

Employees 5,395 4,328

Investment income 7.832 7.035

41,958 41,351

DEDUCTIONS FROM THE FUND
Claims paid and accrued 35,180 32,927
Administration expenses 610 518

35,790 33,445

FUND BALANCE, DECEMBER 31 $84,622 $78,4b4




NORTHERN TELECOM =
HEALTH AND WELFARE TRUST FUND
NOTES TO THE FINANCIAL STATEMENTS
December 31, 1991
DESCRIPTION OF THE FUND
The Health and Welfare Trust fund (the "Fund") was established by Northern Telecom Limited

and its Canadian subsidiaries on January 1, 1980 in order to provide an employee benefits
program for all eligible employees and is comprised of:

Reserved Plans

(a) Long-term Disability Plan

{b) Survivor Income Benefit Plan

{c) Pensioners’ Insurance Plan

{d) Employee-financed Group Life Plan (Group Life - Part lI)
Paid as Incurred Plans

(e) Dental Plan

(f) Extended Health Plan

{g} Survivor Transition Benefit Plan

(h) Group Life Plan {Group Life - Part |}

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Fund follows generally accepted accounting principles. The significant accounting policies
are:

(a} Investments
All investments are recorded at cost.
(b} Accrued revenue
Interest income on investments has been accrued to the year-end date.
(c} Accrued claims payable‘
Accruals have been made for the unpaid elaims incurred and received under the various

plans to the year-end date. Accruals are not made for future payments in respect of claims
received under benefit plans entailing a regular series of payments (Note 4(a)).

™
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND
NOTES TO THE FINANCIAL STATEMENTS
December 31, 1991

3. INVESTMENTS

The market values of the bonds and debentures as at December 31 were as follows:

1991 1990

$000's
Federal $21,389 $18,101
Provincial , 25,648 15,180
Corporate 12,318 11,333

$59,363 $44,614

During the year, the Fund purchased mortgage investments totalling $5,787,000 from the
Northern Telecom Pension Trust Fund.

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES
(a) Plans requiring a series of benefit payments
Certain plans entail a regular series of benefit payments to a claimant. The estimated
present value of the future payments anticipated to be made after December 31, 1991 in

respect of claims which commenced before that date and the related value of assets
reserved in the Fund are as follows:

1991 1990
Present Value
of Future Value of Value of
Payments Reserves  Reserves
$000’s $000’s
Long-term Disability Plan $31,775 $19,990 619,538
Survivor Income Benefit Plan 16,002 16,660 15,111
Survivor Transition Benefit Plan 2,779 - -

$50,656 $36,650 $34,649

The actual bensfit payments are charged against the Fund in the period in which they are
payable.

(b) Plan requiring lump sum payments - Pensioners’ Insurance Plan

An actuarial valuation of the Pensioners’ Insurance Plan is performed by an independent
actuary every three years.
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND
NOTES TO THE FINANCIAL STATEMENTS
December 31, 1991

FUTURE BENEFIT PAYMENTS AND RELATED RESERVES (continued)

(b)

(c}

{continued)

The most recent actuarial valuation of this plan, dated as at January 1, 1990, indicates
that, at that date, the reserved assets exceeded the present value of liabilities for this plan
by approximately $1.6 million assuming rates of return of 10% in 1990, reducing by a
quarter of a percent each year to 7% in 2002 and thereafter.

Management estimates that the present value of liabilities under the plan as at
December 31, 1991 was $43,052,000 (1990 - $39,999,000). The corresponding value
of the assets reserved at that time was $41,637,000 (1990 - $39,478,000).

Plan requiring lump sum payments - Group Life - Part il
On a voluntary basis, employees have the option to purchase additional group life insurance

coverage up to age 65. This is fully employee funded, and the reserves at December 31,
1991 totalled $6,335,000 (1990 - $4,326,000).
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

FINANCIAL STATEMENTS

December 31, 1992
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Deloitte &
Touche

/ \ Chartered Accountants

LA BCE Place Telephone: (416} 601-6150
181 Bay Street Telecopier: (416) 601-6151
Suite 1400

Toronto, Ontario M5J 2V1

AUDITORS’ REPORT

To the Board of Directors of
Northern Telecom Limited

We have audited the statement of net assets of the Northern Telecom Health and Welfare Trust
Fund {the "Fund”) as at December 31, 1992 and the statement of changes in net assets for the
year then ended. These financial statements are the responsibility of the management of
Northern Telecom Limited. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. ’

in our opinion, these financial statements present fairly, in all material respects, the net assets

of the Fund as at December 31, 1992 and the changes in its net assets for the year then ended
in accordance with generally accepted accounting principles.

/
De\o';ﬁ‘e. A | ouche |

Chartered Accountants

Toronto, Ontario
March 31, 1993

Deloitte Touche
Tohmatsu
International



NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND
STATEMENT OF NET ASSETS
December 31, 1982

INVESTMENTS (Note 3)
Bonds and debentures
Federal
Provincial
Corporate

Cash and short-term investments
Mortgages

ACCRUED REVENUE

DUE FROM SPONSORING COMPANIES

TOTAL ASSETS
ACCRUED CLAIMS PAYABLE

NET ASSETS (Note 4)

ON BEHALF OF NORTHERN TELECOM LIMITED

1982 1991

$000’s
$36,882 620,133
27,258 23,806
9,625 11,712
73,665 55,651
{(172) 2,367
1,985 14,259
75,478 72,277
1,746 1,945
17,622 14,500
19.368 16,445
94,846 88,722
(4.662) {4,100}
$84,622

$90,184




N

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND
STATEMENT OF CHANGES IN NET ASSETS
Year ended December 31, 1992

1982 1991
$000’s
FUND BALANCE, JANUARY 1 $84.622 $78.,454
ADDITIONS TO THE FUND
Contributions
Sponsoring companies 33,817 28,731
Employees . 5,315 5,395
Investment income
Interest 7,659 7,393
Realized gain on disposition 1,231 439

47,922 41,958

DEDUCTIONS FROM THE FUND :
Claims paid and accrued 41,558 35,180
Administration expenses 802 610

42,360 35,790

FUND BALANCE, DECEMBER 31 $90,184 $84,622




NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND
NOTES TO THE FINANCIAL STATEMENTS
December 31, 1992

DESCRIPTION OF THE FUND
The Health and Welfare Trust Fund (the "Fund") was established by Northern Telecom Limited
on January 1, 1980 in order to fund the employee benefits program for all eligible employees
of Northern Telecom Limited and its Canadian subsidiaries under the following plans:
Reserved Flans
{a) Long-term Disability Plan
(b} Survivor Income Benefit Plan
{c) Pensioners’ Insurance Plan
(d) Employee-financed Group Life Plan {Group Life - Part H)
Paid-as-Incurred Plans
(e} Dental Plan
{f)} Extended Health Plan

{g) Survivor Transition Benefit Plan

{h) Group Life Plan (Group Life - Part [)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Fund follows generally accepted accounting principles. The significant accounting policies
are:

{a) Investments
All investments are recorded at cost.
{b)} Accrued revenue
Interest income on investments has been accrued to the year-end date.
(c) Accrued claims payable
Accruals have been made for the unpaid claims incurred and received under the various

plans to the year-end date. Accruals are not made for future payments in respect of claims
received under benefit plans entailing a regular series of payments (Note 4{a}).
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND
NOTES TO THE FINANCIAL STATEMENTS
December 31, 1892

INVESTMENTS

The market values of the bonds and debentures as at December 31 were as follows:

1992 1991

$000’s
Federal $37,972 $21,389
Provincial . 28,985 25,646
Corporate 9,967 12,318

$76,924 $59,353

Included in corporate bonds and debentures in 1992 is a Bell Canada debenture in the amount:
of $2,037,000 {market value - $1,940,000). During 19981, the Fund purchased mortgage
investments totalling $5,787,000 from the Northern Telecom Pension Trust Fund.

FUTURE BENEFIT PAYMENTS AND RELATED RESERVES
(a) Plans requiring a series of benefit payments
Certain plans entail a regular series of benefit payments to a claimant. The estimated
present value of the future payments anticipated to be made after December 31, 1992 in

respect of claims which commenced before that date and the related value of assets
reserved in the Fund are as follows:

1992 1991

Present Value Present Value
of Future Value of of Future Value of
Payments Reserves Payments Reserves

$000's $000’s
Long-term Disability Plan $46,794 $20,080 $31,775 $18,990
Survivor Income Benefit Plan 19,185 18,251 16,002 16,660

Survivor Transition Benefit Plan 3,056 - 2,779 ~

$69,035 $38,331 $50,556 $36,650

The actual benefit payments are charged against the Fund in the period in which they are
paid.

{b) Plan requiring lump sum payments - Pensioners’ Insurance Plan

An actuarial valuation of the Pensioners” Insurance Plan is performed by an independent
actuary every three years. '
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND
NOTES TO THE FINANCIAL STATEMENTS
December 31, 1992

FUTURE BENEFIT PAYMENTS AND RELATED RESERVES (continued)

(b)

(c)

{continued)

The most recent actuarial valuation of this plan, dated as at January 1, 1990, indicates
that, at that date, the reserved assets exceeded the present value of liabilities for this plan
by approximately $1.6 million assuming rates of return of 10% in 1990, reducing by a
quarter of one percent each year to 7% in 2002 and thereafter.

Management estimates that the present value of liabilities under the plan as at
December 31, 1992 was $46,159,000 (1991 - $43,052,000). The corresponding value

" of the assets reserved at that time was $43,231,000 (1991 - $41,637,000}.

Plan requiring lump sum payments - Group Life - Part Il

On a voluntary basis, employees have the option to purchase additional group life insurance
coverage up to age 65. This is fully employee funded, and the reserves at December 31,
1992 totalled $8,622,000 {1991 - $6,335,000).
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Financial Statements of

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

December 37, 1993



Delpitte &
Touche

’\ Chartered Accountants
A BCE Place Telephone: (416} 601-6150
: 181 Bay Street Telecopier: {416) 601-6151
Suite 1400

Toronto, Ontario MbJ 2V1

Auditors’ Report

To the Board of Directors of
Northern Telecom Limited

We have audited the statement of net assets of the Northern Telecom Health and Welfare
Trust Fund (the "Fund") as at December 31, 1993 and the statement of changes in net
assets for the year then ended. These financial statements are the responsibility of the
management of Northern Telecom Limited. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the net

assets of the Fund as at December 31, 1993 and the changes in its net assets for the year
then ended in accordance with generally accepted accounting principles.

D;lo'm VTpcde

Chartered Accountants

Toronto, Ontario
March 21, 1994

Deloitte Touche
Tohmatsu
International
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Statement of Net Assets

December 31, 1993
{in thousands of dollars)

1993 1992
INVESTMENTS (Note 3)
Bonds and debentures
Federal $ 24,615 536,882
Provincial 15,382 27,258
Corporate 7,489 9,525
47,486 73,665
Insured contracts 18.105 -
Cash and short-term investments 11,015 (172)
Mortgages 5,417 1,985
82,023 75,478
ACCRUED INTEREST 1,312 1,746
DUE FROM SPONSORING COMPANIES 24,550 17,622
25,862 19,368
TOTAL ASSETS 107,885 94,846
ACCRUED CLAIMS PAYABLE {(4,735) {4,662)
NET ASSETS {(Note 4) $103,150 590,184

ON BEHALF OF NORTHERN TELECOM LIMITED

Page 1 of 5



NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND
Statement of Changes in Net Assets

Year ended December 31, 1993
(in thousands of dollars)

1993 1892
FUND BALANCE, JANUARY 1 $ 90,184 $84,622
ADDITIONS TO THE FUND
Contributions
Sponsoring companies 43,226 33,817
Employees 5,262 5,315
Investment income
Interest : 8,418 7,559
Realized gain on disposition 1,866 1,231
58,772 47,822
DEDUCTIONS FROM THE FUND
Claims paid and accrued (Note 4) 44,956 41,558
Administrative expenses 850 802
45,806 42,360
FUND BALANCE, DECEMRBER 31 $103,150 $90,184
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1993

1. DESCRIPTION OF THE FUND

The Health and Welfare Trust Fund {the "Fund") was established by Northern Telecom
Limited on January 1, 1980 in order to fund the employee benefits program for all eligible
employees of Northern Telecom Limited and its Canadian subsidiaries (collectively, the
"Company") under the following plans:

Reserved Plans

(a) Long-term Disability Plan

(b} Survivor Income Benefit Plan

{c) Pensioners’ Insurance Plan

(d) Employee-financed Group Life Plan (Group Life - Part II)

Paid-as-Incurred Plans

(e) Dental Plan
(f} Extended Health Plan
(g) Survivor Transition Benefit Plan

(h) Group Life Plan (Group Life - Part {)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Fund are:
(a) [Investments
All investments are recorded at cost.
(b} Accrued claims payable
Accruals have been made for the uripaid claims incurred and received under the
various plans to the year-end date. Accruals are not made for future payments in

respect of claims received under benefit plans entailing a regular series of payments
{Note 4(a)).
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1993

3. INVESTMENTS

The market values of the bonds and debentures as at December 31 are as follows:

1993 1992
$000's
Bonds and debentures
Federal $ 27,054 $37,972
Provincial 18,974 28,985
Corporate 8,628 9,967
$ 54,656 $76,924

During 1993, the Fund purchased assets, including insured contracts and mortgages, at
their market value of $25,192,000 from the Northern Telecom Supplemental Pension

Fu

nd for Retired Employees.

FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

At

December 31, 1993, the estimated value of obligations under the various benefit plans

exceeded the value of reserved assets in the Fund. The funding status of the Reserved
Plans and the Survivor Transition Benefit Plan at year-end are as follows:

{(a)

Plans reguiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a claimant. The
estimated present value of the future payments anticipated to be made after
December 31, 1993 in respect of claims which commenced before that date and the
related value of assets reserved in the Fund are as follows:

1993 1992
Present Value Present Value
of Future Value of of Future Value of
Payments Reserves Payments Reserves
$000’s $000’s
Long-term
Disability Plan $ 51,366 $ 24,845 $ 46,794 $ 20,080
Survivor Income
Benefit Plan 19,332 20,271 19,185 18,251
Survivor Transition
Bensfit Plan 3,162 - 3,056 -
$ 73,850 $45,116 $ 69,035 $ 38,331

The actual benefit payments are charged against the Fund in the period in which
they are paid.

Page 4 of 5



NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1993

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES (continued}

(b)

(c)

Plan requiring lump sum payments - Pensioners’ Insurance Plan

An actuarial valuation of the Pensioners’ Insurance Plan is performed by an
independent actuary every three years.

The most recent actuarial valuation of this plan, dated as at January 1, 1893,
indicates that, at that date, the actuarial liabilities amounted to $46,600,000 and the
assets amount to $42,972,000. Therefore, there exists a funding deficiency of
$3,628,000. The interest rate actuarial assumption is 7.25% per annum.

Management estimates that the present value of liabilities under the plan as at
December 31, 1993 was $49,197,000 (1992 - $46,159,000). The corresponding
value of the assets reserved at that time was $46,552,000 (1992 - $43,231,000).
Plan requiring lump sum payments - Group Life - Part [l

Employees have the option to purchase additional group life insurance coverage up

to age 65. This is fully employee funded, and the value of the assets reserved at
December 31, 1993 totalled $11,482,000 (1992 - $8,622,000).

Page 5 of b
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December 31, 71994



Deloitte &
Touche

i \ Chartered Accountants

AT BCE Place Telephone: (416) 601-6150
181 Bay Street Telecopier: (416) 601-6151
Suite 1400

Toronto, Ontario M5J 2V1

Auditors’ Report

To the Board of Directors of
Northern Telecom Limited

We have audited the statement of net assets of the Northern Telecom Health and Welfare
Trust Fund (the "Fund") as at December 31, 1994 and the statement of changes in net
assets for the year then ended. These financial statements are the responsibility of the
management of Northern Telecom Limited. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the net

assets of the Fund as at December 31, 1994 and the changes in its net assets for the year
then ended in accordance with generally accepted accounting principles,

_—/
?elo;:w& L lowche

Chartered Accountants

Toronto, Ontario
March 22, 1995

Deloitte Touche
Tohmatsu
International
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NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

Statement of Net Assets

December 31, 1994
{in thousands of dollars)

1994 1993
INVESTMENTS (Note 3)
Bonds and debentures
Federal $ 31,149 24,615
Provincial 24,686 15,382
Corporate 7,985 7,489
63,820 47,486
insured contracts 16,537 18,1056
Cash and short-term investments 5,360 11,015
Mortgages 5,164 5,417
90,881 82,023
ACCRUED INTEREST 1,471 1,312
DUE FROM SPONSORING COMPANIES 22,401 24,550
23,872 25,862
TOTAL ASSETS 114,753 107,885
ACCRUED CLAIMS PAYABLE {4,908) {4,735}
NET ASSETS (Note 4} $109,845 $103,150-

ON BEHALF OF NORTHERN TELECOM LIMITED

--------------------------------------------------------------------
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NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND
Statement of Changes in Net Assets

Year ended December 31, 1994
{in thousands of dollars)

1994 1983
FUND BALANCE, JANUARY 1 $103,150 $ 90,184
ADDITIONS TO THE FUND
Contributions
Sponsoring companies 44,923 43,226
Employees 2,658 5,262
Investment income
Interest 8,161 8,418
Realized (loss) gain on disposition {152) 1,866
55,490 58,772
DEDUCTIONS FROM THE FUND
Claims paid and accrued (Note 4) 48,110 44,956
Administrative expenses 685 850
48,795 45,8086
FUND BALANCE, DECEMBER 31 $109,845 $103,150

Page 2 of b



NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1994

1. DESCRIPTION OF THE FUND
The Health and Welfare Trust Fund (the "Fund") was established by Northern Telecom
Limited on January 1, 1980 in order to fund the employee benefits program for all eligible
employees of Northern Telecom Limited and its Canadian subsidiaries (collectively, the
"Company") under the following plans:
Reserved Plans
{a} Long-term Disability Plan
{b} Survivor Income Benefit Plan
(¢} Pensioners’ Insurance Plan
(d) Employee-financed Group Life Plan (Group Life - Part II)
Paid-as-Incurred Plans
{e} Dental Plan
(f) Extended Health Plan

{g} Survivor Transition Benefit Plan

(h) Group Life Plan (Group Life - Part 1)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Fund are:
{a} [Investments
All investments are recorded at cost.
(b} Accrued claims payable
Accruals have been made for the unpaid claims incurred and received under the
various plans to the year-end date. Accruals are not made for future payments in

respect of claims received under benefit plans entailing a regular series of payments
{Note 4(a)). '
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1994

3. INVESTMENTS

The market values of the bonds and debentures as at December 31 are as follows:

1994 1993
$000's
Bonds and debentures
Federal $ 29,252 §$27,054
Provincial 23,966 18,974
Corporate 8,062 8,628
$ 61,280 $5B4,656

During 1993, the Fund purchased assets, including insured contracts and mortgages, at
their market value of $25,192,000 from the Northern Telecom Supplemental Pension

Fund for Retired Employees.

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

At December 31, 1994, the estimated value of obligations under the various benefit plans
_exceeded the value of reserved assets in the Fund. The funding status of the Reserved

Plans and the Survivor Transition Benefit Plan at year-end are as follows:

{a} Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a claimant.

The

estimated present value of the future payments anticipated to be made after
December 31, 1994 in respect of claims which commenced before that date and the

related value of assets reserved in the Fund are as follows:

1994 1993
Present Value Present Value
of Future Value of of Future Value of
Payments Reserves Payments Reserves
$000's $000’'s
Long-term
Disability Plan $ 59,570 $ 28,197 $ b1,366 $ 24,845
Survivor Income
Benefit Plan 18,617 20,784 19,332 20,271
Survivor Transition ‘
Benefit Plan 3,229 - 3,152 -
$ 81,416 £ 48,981 $ 73,850 $45,116

The actual benefit payments are charged against the Fund in the period in which

they are paid.

Page 4 of 5



NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1994

4.

FUTURE BENEFIT PAYMENTS AND RELATED RESERVES (continued)

{b)

{c)

Plan requiring lump sum payments - Pensioners’ Insurance Plan

An actuarial valuation of the Pensioners’ Insurance Plan is performed by an
independent actuary every three years.

The most recent actuarial valuation of this plan, dated as at January 1, 1983,
indicates that, at that date, the actuarial liabilities amounted to $46,600,000 and the
assets amounted to $42,972,000. Therefore, there exists a funding deficiency of
$3,628,000. The interest rate actuarial assumption is 7.25% per annum.

Management estimates that the present value of liabilities under the plan as at
December 31, 1994 was $51,469,000 (1993 - $49,197,000). The corresponding
value of the assets reserved at that time was $48,586,000 (1993 - $46,552,000).
Plan requiring lump sum payments - Group Life - Part ||

Employees have the option to purchase additional group life insurance coverage up

to age 65. This is fully employee funded, and the value of the assets reserved at
December 31, 1994 totalled $12,278,000 (1993 - $11,482,000).

Page 5 of b
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Deloitte &
Touche

/ \ ) Chartered Accountants

LA BCE Place Telephone: (416} 601-6150
181 Bay Street Telecopier: (416}601-6151
Suite 1400

Toronto, Qntario M5J 2V1
Auditors’ Report

To the Board of Directors of
Northern Telecom Limited

We have audited the statement. of net assets available for benefits of the Northern
Telecom Health and Welfare Trust Fund {the "Fund") as at December 31, 1995 and the
statement of changes in net assets available for benefits for the year then ended, These
financial statements are the responsibility of the management of Northern Telecom
Limited. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform an audit to cobtain reasonable assurance
whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial
statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the net
assets available for benefits of the Fund as at December 31, 1995 and the changes in net
assets available for benefits for the year then ended in accordance with generally accepted
accounting principles.

J—
De lote A lowche

Chartered Accountants

Toronto, Ontario
June 12, 1996

‘

DeloitteTouche
Tohmatsu
International
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Statement of Net Assets Available for Benefits

December 31, 1995
(in thousands of dollars}

1995 1994
INVESTMENTS (Note 3)
Bonds and debentures .
Federal $ 44,242 $ 31,149
Provincial 23,731 24,686
Carporate 6,979 7,985
74,952 63,820
Insured contracts 15,071 16,5637
Mortgages 3,930 5,164
Cash and short-term investments 1,997 5,380
95,950 90,881
ACCRUED INTEREST 1,821 1,471
DUE FROM SPONSORING COMPANIES 21,666 22,401
23,487 23,872
TOTAL ASSETS 119,437 114,753
ACCRUED CLAIMS PAYABLE {4,165) {4,908}
NET ASSETS AVAILABLE FOR BENEFITS {Note 4) $115,272 $109,845

ON BEHALF OF NORTHERN TELECOM LIMITED

Page 1 of b



NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

Statement of Changes in Net Assets Available for Benefits

Year ended December 31, 19956
(in thousands of dollars)

1996 1994
FUND BALANCE, JANUARY 1 $109,845 $103,150
ADDITIONS TO THE FUND
Contributions
Sponsoring companies 48,047 44,923
Employees 4,049 2,568
Investment income
Interest 8,798 8,161
Realized loss on disposition {259) (1562)
60,635 55,490
DEDUCTIONS FROM THE FUND :
Claims paid and accrued (Note 4) 54,143 48,110
Administrative expenses 1,065 685
55,208 48,795
FUND BALANCE, DECEMBER 31 $115,272 $109,845

Page 2 of B



NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1995

1. DESCRIPTION OF THE FUND
The Health and Welfare Trust Fund {the "Fund") was established by Northern Telecom
Limited on January 1, 1980 in order to fund the employee benefits program for all eligible

employees of Northern Telecom Limited and its Canadian subsidiaries (collectively, the
"Company"} under the following plans:

Reserved Plans

{a) Long-term Disability Plan

(b) Survivor Income Benefit Plan

{¢) Pensioners’ Insurance Plan

(d) Employee-financed Group Life Plan (Group Life - Part II)

Paid-as-Incurred Plans

{e) Dental Plan
{fy Extended Health Plan
{g) Survivor Transition Benefit Plan

(h) Group Life Plan {Group Life - Part )

2. SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES
The significant accounting policies of the Fund are:
{a) I/nvestments
All investments are recorded at cost.
(b} Accrued claims payable
Accruals have been made for the unpaid claims incurred and received under the
various plans to the year-end date. Accruals are not made for future payments in

respect of claims received under benefit plans entailing a regular series of payments
{(Note 4(a}}.
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1995

3.

INVESTMENTS

The fair values of the investments as at December 31 are as follows:

1995 1994
$000's

Bonds and debentures
Federal $ 46,640 $29,252
Provincial . 26,464 23,966
Corporate 7,735 8,062
80,839 61,280
Insured contracts 15,071 13,219
Mortgages ‘ 3,954 5,097
Cash and short-term investments 1,997 5,360

$101,861 $84,956

FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

At December 31, 1995, the estimated present value of obligations under the various
benefit plans exceeded the cost value of reserved assets in the Fund. The funding status
of the Reserved Plans and the Survivor Transition Banefit Plan at year-end are as follows:

(a) Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a claimant. The
estimated present value of the future payments anticipated to be made after
December 31, 1995 in respect of claims which commenced before that date and the
related cost value of assets reserved in the Fund are as follows:

1995 1994
Present Value Cost Present Value Cost
of Future Value of of Future Value of
Payments Reserves Payments Reserves
$000's $000's
Long-term
Disability Plan $ 72,012 $ 29,554 $ 59,570 $ 28,197
Survivor Income _
Benefit Plan 20,008 20,536 18,617 20,784
Survivor Transition b
Benefit Plan 4,041 | 3,229 -

$ 96,061 \$50,137 § 81,416  $48,981

The actual benefit payments are charged against the Fund in the period in which
they are paid. :
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1995

4,

FUTURE BENEFIT PAYMENTS AND RELATED RESERVES (continued)

{b} Plan requiring lump sum payments - Pensioners’ Insurance Plan

{c)

An actuarial valuation of the Pensioners’ Insurance Plan is performed by an
independent actuary every three years,

The most recent actuarial valuation of this plan, dated as at January 1, 1993,

.indicates that, at that date, the actuarial liabilities amounted to $46,600,000 and the

fair value of assets amounted to $42,972,000. Therefore, there exists a funding
deficiency of $3,628,000. The interest rate actuarial assumption is 7.25% per

annum,

Management estimates that the present value of liabilities under the plan as at
December 31, 1995 was $53,780,000 {1994 - $51,469,000), The corresponding
cost value of the assets ressrved at that time was $50,207,000 {1994 -

$48,586,000).
Plan requiring lump sum payments - Group Life - Part Il

Employees have the option to purchase additional group life insurance coverage up
to age 65, This is fully employee funded, and the cost value of the assets reserved

at December 31, 1995 totalled $14,975,000 (1994 - $ 12,278,000).
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Deloitte &
Touche

, \ Chartered Accountants '

ez’ BCE Place Telephone: (416) 6016150
181 Bay Street Tolecopler: (416) 601-6161
Suite 1400

Toronto, Ontario M5J 2V1
Auditors’ Report

To the Board of Directors of
Northern Telecom Limited

We have audited the statement of net assets available for benefits of the Northern Telecom Health and
Welfare Trust Fund (the "Fund") as at December 31, 1996 and the statement of changes in net assets
available for benefits for the year then ended. These financial statements are the responsibility of the
management of Northern Telecom Limited. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance whether the financial -
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used-and significant estimates made by management, as well as evaluating
the overall financial statement presentation,

In our opinion, these financial statements present fairly, in all material respects, the net assets
available for benefits of the Fund as at December 31, 1996 and the changes in net assets available for
benefits for the year then ended in accordance with generally accepted accounting principles.

?&‘o.& € Lﬂ

Chartered Accountants

Toronto, Ontario
March 28, 1997

Deloitte Touche
Tohmatsu
International



NORTHERN TELECOM HEALTH AND

WELFARE TRUST FUND
Statement of Net Assets Available for Benefits
December 31, 1996
(in thousands of dollars)
1996 1995
INVESTMENTS (Note 3)
Bonds and debentures
Federal $ 40,696 § 44,242
Provincial 27,337 23,731
Corporate 11,975 6,979
80,008 74,952
Insured contracts 13,689 15,071
Mortgages 2,773 3,930
Cash and short-term investments 3,208 1,997
99,678 95,950
ACCRUED INTEREST 1,671 1,821
DUE FROM SPONSORING COMPANIES 27,711 21,666
TOTAL ASSETS 129,120 119,437
ACCRUED CLAIMS PAYABLE (4,170) 4,165)
NET ASSETS AVAILABLE FOR BENEFITS (Note 4) $124,950 $115,272

ON BEHALF OF NORTHERN TELECOM LIMITED
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NORTHERN TELECOM HEALTH AND
WELFARE TRUST FUND

Statement of Changes in Net Assets Available for Benefits

Year ended December 31, 1996
(in thousands of dollars)

1996 1995
FUND BALANCE, JANUARY 1 $115272 §109,845
ADDITIONS TO THE FUND
Contributions
Sponsoring companies 53,757 48,047
Employees 3,654 4,049
Investment income
Interest 8,843 8,798
Realized loss on disposition 39 (259)
66,215 60,635
DEDUCTIONS FROM THE FUND
Claims paid and accrued (Note 4) 55,431 54,143
Administrative expenses 1,106 1,065
56,537 55,208
FUND BALANCE, DECEMBER 31 $124,950 $115272
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NORTHERN TELECOM HEALTH AND
WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1996

1. DESCRIPTION OF THE FUND

The Health and Welfare Trust Fund (the "Fund”) was established by Northern Telecom Limited on
January 1, 1980 in order to fund the employee benefits program for all eligible employees of
Northern Telecom Limited and its Canadian subsidiaries (collectively, the "Company") under the
following plans:

Reserved Plans

(a) Long-term Disability Plan

(b) Survivor Income Benefit Plan

(c) Pensioners' Insurance Plan

(d) Employee-financed Group Life Pian (Group Life - Part IT)
Paid-as-Incurred Plans

(e¢) Dental Plan

() Extended Health Plan

(g) Survivor Transition Benefit Plan

(h) Group Life Plan (Group Life - Part 1)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Fund are:
(a) Investmenis
All investments are recorded at cost.
(b) Accrued claims payable

Accruals have been made for the unpaid claims incurred and received under the various plans
to the year-end date. Accruals are not made for future payments in respect of claims received
under benefit plans entailing a regular series of payments (Note 4(a)).

(¢c) Use of estimates

The preparation of the Fund’s financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at
the date of the financial statements and the reperted amounts of changes in the fund balance
during the reporting period. Actual results could differ from those estimates.
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NORTHERN TELECOM HEALTH AND
WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1996

3. INVESTMENTS

The purpose of the Fund is to fund the employee benefits program for all eligible employees of the
Company. The Company has established investment objectives and guidelines for the Fund.

The Fund’s performance is subject to market and other risks. The maximum market and credit
exposure of the Fund is represented by the fair value of the investments at that point in time. The
fair values of the investments (excluding insured contracts for which fair values are not readily
available) as at December 31 are as follows:

1996 1995
$000°s

Bonds and debentures
Federal $ 44942 $ 46,640
Provincial 32,053 26,464
Corporate 13,142 7,735
90,137 80,839
Mortgages 2,839 3,954
Cash and short-term investments 3,208 1,997

Interest rate risk refers to the adverse consequences of interest rate changes on the Fund’s cash
flows, financial position and income. An increase in interest rates will decrease the fair value of
the Fund’s investments. The bonds and debentures have maturities up to February, 2031 and
coupon rates between 6.375% and 12.000%. The insured contracts have effective interest rates
between 11.875% and 11.92%.

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

At December 31, 1996, the estimated present value of obligations under the various benefit plans
exceeded the cost value of reserved assets in the Fund. The funding status of the Reserved Plans
and the Survivor Transition Benefit Plan at year-end are as follows:
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NORTHERN TELECOM HEALTH AND
WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1996

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES (continued)

(a) Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a claimant. The estimated present
value of the future payments anticipated to be made after December 31, in respect of claims
which commenced before that date and the related cost value of assets reserved in the Fund
are as follows:

1996 1995
Present Value Cost Present Value Cost
of Future Value of of Future Value of
Payments Reserves Payments Reserves
$000°s $000’s
Long-term Disability Plan $ 73,362 $ 35,001 $ 72,012 $ 29,554
Survivor Income
Benefit Plan 21,009 20,309 20,008 20,536
Survivor Transition
Benefit Plan 4,105 - 4,041 -
$ 98,476 $ 55,310 $ 96,061 $ 50,090

The actual benefit payments are charged against the Fund in the period in which they are paid.
(b) Plan requiring lump sum payments - Pensioners’ Insurance Plan

An actuarial valuation of the Pensioners' Insurance Plan is performed by an independent
actuary every three years.

The most recent actuarial valuation of this plan, dated as at January [, 1993, indicates that, at
that date, the actuarial liabilities amounted to $46,600,000 and the fair value of assets
amounted to $42,972,000. Therefore, there exists a funding deficiency of $3,628,000. The
interest rate actuarial assumption is 7.25% per annum.

Management estimates that the present value of liabilities under the plan as at December 31,
1996 as $56,125,000 (1995 - $53,780,000). The corresponding cost value of the assets
reserved at that time was $51,711,000 (1995 - $50,207,000).

(c) Plan requiring lump sum payments - Group Life - Part ]I

Employees have the option to purchase additional group life insurance coverage up to age 65.
This is fully employee funded, and the cost value of the assets reserved at December 31, 1996
totalled $17,929,000 (1995 - $14,975,000).
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Financial Statements of

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

December 31, 1997



Deloitte &
Touche

,\ Chartered Accountants Telephone: (416) 601-6150
AN BCE Place Facsimile: (416) 601-6151
181 Bay Street www.deloitte.ca
Suite 1400

Toronto, Ontario M5J 2V1
Auditors’ Report

To the Board of Directors of
. Northern Telecom Limited

We have audited the statement of net assets available for benefits of the Northern Telecom Health and
Welfare Trust Fund (the "Fund") as at December 31, 1997 and the statement of changes in net assets
available for benefits for the year then ended. These financial statements are the responsibility of the
management of Northern Telecom Limited. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the net assets
available for benefits of the Fund as at December 31, 1997 and the changes in net assets available for
benefits for the year then ended in accordance with generally accepted accounting principles.

—_—
a,\t:; ed ’MﬁLL

Chartered Accountants

Toronto, Ontario
May 15, 1998

DelvitteTouche
Tohmatsu
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NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND
Statement of Net Assets Available for Benefits

December 31, 1997
(in thousands of dollars)
1997 1996
INVESTMENTS (Note 3)
Bonds and debentures
Federal $ 42,101 $ 40,696
Provincial 28,428 27,337
Corporate 18,807 11,975
89,336 80,008
Insured contracts 12,386 13,689
Mortgages 616 2,773
Cash and short term investments 3,145 3,208
105,483 99,678
ACCRUED INTEREST 1,747 1,671
DUE FROM SPONSORING COMPANIES 32,213 27,71
33,960 29,442
TOTAL ASSETS 139,443 129,120
ACCRUED CLAIMS PAYABLE (5,934) 4,170)
NET ASSETS AVAILABLE FOR BENEFITS (Note 4) $ 133,509 $ 124,950

ON BEHALF, OF NORTHERN TELECOM LIMITED
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Statement of Changes in Net Assets Available for Benefits

Year ended December 31, 1997
(in thousands of dollars)

1997 1996
FUND BALANCE, JANUARY 1 $ 124,950 $115272
ADDITIONS TO THE FUND
Contributions
Sponsoring companies 57,954 53,757
Employees 3,171 3,654
Investment income
Interest 9,295 8,843
Realized loss on disposition 92) 39
70,328 66,215
DEDUCTIONS FROM THE FUND
Claims paid and accrued (Note 4) 60,674 55,431
Administration expenses 1,095 1,106
61,769 56,537
FUND BALANCE, DECEMBER 31 $ 133,509 $ 124,950
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1997

1. DESCRIPTION OF THE FUND

The Health and Welfare Trust Fund (the “Fund”) was established by Northern Telecom Limited on
January 1, 1980 in order to fund the employee benefits program for all eligible employees of
Northern Telecom Limited and its Canadian Subsidiaries (collectively, the “Company”) under the
following plans:

Reserved plans

(a) Long-term Disability Plan

(b) Survivor Income Benefit Plan

(¢) Pensioners’ Insurance Plan

(d) Employee - financed Group Life Plan (Group Life - Part 11)
Paid as Incurred Plans

(e) Dental Plan

(f) Extended Health Plan

(g) Survivor Transition Benefit Plan

(h) Group Life Plan (Group Life - Part 1)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Fund are:
(a) Investments
All investments are recorded at cost.
(b) Accrued claims payable

Accruals have been made for the unpaid claims incurred and received under the various plans
to year end date. Accruals are not made for future payments in respect of claims received
under benefit plans entailing a regular series of payments (Note 4(a)).
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1997

3. INVESTMENTS

The purpose of the Fund is to fund the employee benefits program for all eligible employees of the
Company. The Company has established investment objectives and guidelines for the Fund.

The Fund’s performance is subject to market and other risks. The maximum market and credit
exposure of the Fund is represented by the fair value of the investments at that point in time. The
fair values of the investments (excluding the insured contracts for which fair values are not readily
available) as at December 31, 1997 are as follows:

1997 1996
$’000 $:000

Federal $ 48,630 § 44942
Provincial ‘ 36,513 32,053
Corporate 20,728 13,142
$ 105871 § 90,137

Mortgages $ 616 $ 2839
Cash and short-term investments $ 3,145 $§ 3,208

Interest rate risk refers to the adverse consequences of interest rate changes on the Fund’s cash
flows, financial position and income. An increase in interest rates will decrease the fair value of
the Fund’s investments. The bonds and debentures have maturities up to February, 2031 and
coupon rates between 6.25% and 12%. The insured contracts have effective interest rates between
11.875% and 11.92%.

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

As at December 31, 1997, the estimated value of obligations under the various benefit plans
exceeded the value of reserved assets in the Fund. The funding status of the Reserved Plans and
Survivor Transition Benefit Plan at year end is as follows:

(a) Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a claimant. The estimated present
value of the future payments anticipated to be made after December 31, 1997 in respect of
claims which commenced before that date and the related value of assets reserved in the Fund
are as follows:
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1997

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES (continued)

(a)

(b)

(c)

Plans requiring a series of benefit payments (continued)
1997 1996
Present Present
value Cost value Cost
of future value of of future value of
payments _reserves payments  _reserves
($°000) ($°000)
Long-term Disability Plan $ 77316 $ 39,821 $ 73,362 § 35,001
Survivor Income Benefit Plan 20,615 20,056 21,009 20,309
Survivor Transition Benefit Plan 3,052 - 4,105 -

$ 100,983 $ 59,877 $ 98,476 §$ 55,310

The actual benefit payments are charged against the Fund in the period in which they are
paid.

Plan requiring lump sum payments - Pensioners’ Insurance Plan

An actuarial valuation of the Pensioner’ Insurance Plan is performed by an independent -
actuary. The most recent actuarial valuation of this plan, dated as at January 31, 1993,
indicates that, at that date, the actuarial liabilities amounted to $46,600,000 and the assets
amount to $42,972.000. Therefore, there exists a funding deficiency of $3,628,000. The
interest rate actuarial assumption is 7.25% per annum.

Management estimates that the present value of liabilities under the plan as at December 31,
1997 was $58,491,000 (1996 - $56,125,000). The corresponding value of the assets reserved
at that time was $54,040,000 (1996 - $51,711,000).

Plan requiring lump sum payments - Group Life - Part 11

Employees have the option to purchase additional group life insurance coverage up to age 65.
This is fully employee funded, and the value of the assets reserved at December 31, 1997
totalled $19,592,000 (1996 - $17,929,000).
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g {ONAURITED)

AORTHERN TELECOM :
EEAL'TH AND WELFARE TRUST FUND
Statement of Net Assets Available for Benefits

December 31 , 199g .
{in thousands or dollaxs)

1938

1987

—_— 4337
INVESTMENTS (Note 3)
Bonda and debentures

Fedazal $43,719 $42,101
Provincial 31,412 28,428
Corporate 24,496 18,807
99,627 89,336
Insured eontracts 11,491 12,386
Mortgages | . 550 616
Cash and short texzgy investmentg 4,114 3,145
115,782 105,483
ACCRUED INTEREST 2,071 1,747
DUE FROM SPONSORING COMPANIRS 33,756 32,213
35,827 33,960
UOTAL ASSETS 181,609 139,443
\CCRUED CLATMS PAYABLE (7.401) {5,934)
{ET ASSETS AVAILABLE FOR BENEFITS {Note $144,208 $133,509

N BEHALF OF NORTHERN TELECOM LIMITED
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" {ORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

Statement of Changes in Net Asdets Available ‘for Bemefits

Year ended Decembex- 31, 1998
(in thousands of dollarsa)

1998 1997
FOUOND BALANCE , JANUARY 1 §133,509 $124,950
ADDITYION TO THE FUND
Contributions
Sponsoring Companies 63.386 57,954
Enployees 4,043 3,171
Invegtment income
- Intaregt 9,586 9,295
Realized gain (losg) on disposition (568) (82)
76,447 70,328
DEDUCTION FROM THE FUND
Claims paid and acerued (Note 4) 64,599 60,674
Administration expenses 1,149 1,095
65,748 61,769
FUND BALANCE , DECEMBER 31 §144,208 $133,509
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R, {UNAUDITED}
PLATHERN TELECOM

“HEALTH AND WELFARE TRUST FUND
Notes to the Finmamcial Statements
Decaember 31, 1998

1. DESCRYPTION OF THE FUND
The Health and Welfare Trust Pund (the *Fund*) wasg establighed by
Northern Telacom limited on January 1,1880 in order to fund the amployee

benefits program for alj eligible employees of Northern Teletom Limitad
and its Canadian Subgidiarias {collectively, the "Company®) under the

—Resarved Plians
a) Loung-texm Digability Plan
b) . Surviver Incowms Benefit Plan
¢) FPenploners' Insurance Plan
d) Employee-finauced Group Life Plan éGroup Life ; Paxt 11)
-—Raid am Tneurred Plang
e¢) Dental Plan
£} Extanded Health Plan
g) Surviver Transitien Benefit plan
h) Group Life plan (Group Life -~ pPart 1)
. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant dccounting policies of the Fund ara:
a} Investmenty
All investments are Yecorded at gost.
b} Accrued claing payable
undex the varicusg plans to Year end date. A¢uruals axe not made

for future payments in regpact or claims receivad undex banefit
rlans entailing a regular serles of paymants (Note 4a) .,
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KTHERN TELECOM

"“AEALTH AND WELFARE TRUST FUND
" Notes to the Pinancial Statementg
Decamber 31, 1998

3. INVESTMENTS

The purposa of the Fund is to fund the employee hanefit program for zll eligible employaa
of the Company. The Company has egtablighad investment obdectives and guidelines for tha

Fund,

time . The fair values of the investments (excluding the insured contracts for which fair

1994 1897
§000*a
Faderal $51,720 $48,630
Provincial - 41,519 36,513
Coxporata 26,665 ) 20,728
$119,904 $105,871 T
Moxtgages $5580 $616
Cash and short-term invegtments $4.114 $3,208

Intereat rate risk vefers to the adverge consaquences of interest rate changes on the Fugnd
cash flows, financilsl position and income. An indreade inp interagt rate will decrease tha
Falr value of the Fund's ianvestments. The bonds and debenturas have maturities up to
February 2031 and coupon rates between 5,1% and 12% . The insured contracts have effactive
intexest rates between 11.875% and 11.92%.

FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

At Dacamber 31, 1998, the eatinatad value of obligations under the varioug
benefit plans exceeded the valua of raservad aggets in the Fund, The funding

#tatus of the Resarved Plans aad Surviver Transition Benefit Plan at Year end
is ag follows:

a) Plang raquiring a series of benefit payments

regerved in the Fund are ag followa:
1998 . 1997

Pragent value Present wvalue

of future Valua of 2f_future value of
‘ Rayments Ragerven Rayments  Resarves

$000* g $§000'a
Long-term Disability Plag $81,330  §48, 046 $77,316 $39,821
Surviver Incoma Bensfit Plap 20,529 19,8692 20,615 20,056
Survivor Transition Benefit rlan 4,345 - 3,082 -
$106,204 $67,738 ) $100,983 $59,877

Thae agtual benefit payments are charged againgt the Fund in the
reriod in which they are paild.
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Notes tg¥the Financial Statements

Decembar¥31, 1998
pa .

<)

BENEFIT PAYMENTS AND RELATED RESERVES {continued)
Plan requiring lump gum Payments - Fensionerst Insurance Plap

An actuarial valyation of the Pansioner: Insurance Plan iga
rexformad by an independent actuary every three yearg,

The moat xecent actuarial valvation of this plan, dated ag at
Tanuary 01, 1538, indicates that, at that date, tha actuarial liabilitieg
amounted to $60,058,000 and the assata amount e $54,040,000. Therefore,

Plan requiring lump sum payments - Group Life - parg 11

Employess have the option to purchase additional group lifa ingsursnce
coverage up to age 65. Thig ig fully employea funded, and the valua of the
asgatg resarved at Decamher 31,1898 totalad $ 20,984,000 (1997 -
$1%,5592,000) .
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Financial Statements of

NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

December 31, 1999



Deloltte & Touche LLP
BCE Place

181 Bay Street, Suite 1400
Toronto, ON M3J 2V1
Canada

Tel: {416} 601 6150
Fax:{416) 601 6151
www.deloitte.ca

Auditors’ Report

To the Board of Directors of
Nortel Networks Corporation

We have audited the statement of net assets available for benefits of the Nortel Networks Health and
Welfare Trust Fund (the "Fund") as at December 31, 1999 and the statement of changes in net assets
available for benefits for the year then ended. These financial statements are the responsibility of the
management of Nortel Networks Corporation. Our responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards ‘require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the net assets available

for benefits of the Fund as at December 31, 1999 and the changes in net assets available for benefits for
the year then ended in accordance with Canadian generally accepted accounting principles.

e
D&\O‘tu.‘ A lowcha LLr

Chartered Accountants

Toronto, Ontario
May 12, 2000

Deloitte
Touche
Tohmatsu
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Statement of Net Assets Available for Benefits

December 31, 1999
(in thousands of dollars)

1999 1998
INVESTMENTS (Note 3)
Bonds and debentures
Federal $ 44,119 $ 43,719
Provincial 51,367 31,412
Corporate 27,426 24,496
' 122,912 99,627
Insured contracts 9,521 11,491
Mortgages 482 550
Cash and short term investments 7,683 4,114
140,598 115,782
ACCRUED INTEREST ‘ : 2,199 2,071
DUE FROM SPONSORING COMPANY 34,706 33,756
36,905 35,827
TOTAL ASSETS 177,503 151,609
ACCRUED CLAIMS PAYABLE (10,169) (7,401
NET ASSETS AVAILABLE FOR BENEFITS (Note 4) . $ 167,334 $ 144,208

ON BEHALF OF NORTEL NETWORKS CORPORATION
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NORTEL NETWORKS

HEALTH AND WELFARE TRUST FUND
Statement of Changes in Net Assets Available for Benefits

Year ended December 31, 1999
(in thousands of dollars)

1999 1998
OPENING NET ASSETS AVAILABLE FOR BENEFITS $ 144,208 $ 133,509
INCREASE IN NET ASSETS
Contributions
Sponsoring company 79,797 63,386
Employees 3,927 4,043
Investment income
Interest 9,855 9,056
Realized gain (loss) on disposition 29 (38)
93,608 76,447
DECREASE IN NET ASSETS
Claims paid and accrued (Note 4) 69,611 64,599
Administration expenses 871 1,149
70,482 65,748
CLOSING NET ASSETS AVAILABLE FOR BENEFITS $ 167,334 $ 144,208
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1999

1. DESCRIPTION OF THE FUND

The Health and Welfare Trust Fund (the “Fund™) was established by Nortel Networks Corporation
(the “Administrator”) on January 1, 1980 in order to fund the employee benefits program for all
eligible employees of Nortel Networks Corporation and its Canadian subsidiaries (collectively, the
“Company”) under the following plans:

Reserved plans

(a) Long-term Disability Plan

(b) Survivor Income Benefit Plan

(c) Pensioners’ Insurance Plan

(d) Employee - financed Group Life Plan (Group Life - Part II)
Paid as Incurred Plans

(e) Dental Plan

(f) Extended Health Plan

(g) Survivor Transition Benefit Plan

(h)  Group Life Plan (Group Life - Part I)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Fund are:
(a) Invesiments
All investments are recorded at cost.
(b) Accrued claims payable

Accruals have been made for the unpaid claims incurred and received under the various plans
to the year end date. Accruals are not made for future payments in respect of claims received
under benefit plans entailing a regular series of payments (Note 4(a)).
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1999

3. INVESTMENTS

The purpose of the Fund is to fund the employee benefits program for all eligible employees of the
Company. The Company has established investment objectives and guidelines for the Fund.

The Fund’s performance is subject to market and other risks. The maximum market and credit
exposure of the Fund is represented by the fair value of the investments at that point in time. The
fair values of the investments (excluding the insured contracts for which fair values are not readily
available) as at December 31, 1999 are as follows:

1999 1998
$°000 $°000
Bonds and debentures
Federal $ 47,010 $ 51,720
Provincial 55,413 41,519
Corporate 27,344 26,665

$ 129,767 $ 119,904

Mortgages $ 482 § 550

Cash and short-term investments $ 7683 $ 4114

Interest rate risk refers to the adverse consequences of interest rate changes on the Fund’s cash
flows, financial position and income. An increase in interest rates will decrease the fair value of
the Fund’s investments. The bonds and debentures have maturities up to February, 2031 and
coupon rates between 5.0% and 12%. The insured contracts have effective interest rates between
11.875% and 11.92%.
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 1999

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

As at December 31, 1999, the estimated value of obligations under the various benefit plans
exceeded the value of reserved assets in the Fund. The funding status of the Reserved Plans and

Survivor Transition Benefit Plan at year end is as follows:

(a) Plans requiring a series of benefit payments

(b)

(©)

Certain plans entail a regular series of benefit payments to a claimant. The estimated present
value of the future payments anticipated to be made after December 31, 1999 in respect of
claims which commenced before that date and the related value of assets reserved in the Fund
are as follows:

1999 1998
Present Cost Present Cost
Value Value of Value Value of
of Future  Reserved of Future Reserved
Payments Assets Payments Assets
($°000) ($°000)
Long-term Disability Plan $ 84,742 $ 58,169 $ 81,330 $ 48,046
Survivor Income Benefit Plan 20,115 19417 - 20,529 19,692
Survivor Transition Benefit Plan 4,070 - 4,345 -

$108,927 $77,586 $106204 § 67,738

The actual benefit payments are charged against the Fund in the period in which they are paid.
Plan requiring lump sum payments - Pensioners’ Insurance Plan

An actuarial valuation of the Pensioner’ Insurance Plan is performed by an independent
actuary. The most recent actuarial valuation of this plan, dated as at January 1, 1998,
indicates that, at that date, the actuarial liabilities amounted to $60,058,000 and the assets
amount to $54,040,000. . Therefore, there exists a funding deficiency of $6,018,000. The
interest rate actuarial assumption is 8% per annum.

Management’s estimate of the present value of liabilities as at December 31, 1999 is
$62,633,000 (1998 - $62,633,000). The corresponding value of the assets reserved as at
December 31, 1999 was $60,030,000 (1998 - $55,476,000).

Contributions are made with respect to funding this plan in accordance with actuarial
recommendations.

Plan requiring lump sum payments - Group Life - Past [l

Employees have the option to purchase additional group life insurance coverage up to age 65.
This is fully employee funded, and the value of the assets reserved at December 31, 1999
totalled $25,175,502 (1998 - $20,994,000).
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Canada
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Jeloitte
& Touche

Auditors’ Report

To the Board of Directors of
Nortel Networks Limited

We have audited the statement of net assets available for benefits of the Nortel Networks Health and
Welfare Trust Fund (the "Fund") as at December 31, 2000 dnd the statement of changes in net assets
available for benefits for the year then ended. These financial statements are the responsibility of the
management of Nortel Networks Limited. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the net assets available
for benefits of the Fund as at December 31, 2000 and the changes in net assets available for benefits for
the year then ended in accordance with Canadian generally accepted accounting principles.

Deloitle LTouske L2

Chartered Accountants

Toronte, Ontario
June 13, 2001

Deloitte
Touche
Tohmatsu
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Statement of Net Assets Available for Benefits

December 31, 2000
(in thousands of dollars)

2000 1999
INVESTMENTS (Note 3)
Bonds and debentures
Federal $ 38,675 $ 44,119
Provincial 59,831 51,367
Corporate ) 28,425 27,426
126,931 122,912
Insured contracts 8,278 9,521
Mortgages ‘ 421 482
Cash and short-term investments 7,250 7,683
142,880 140,598
ACCRUED INTEREST 2,657 2,199
DUE FROM SPONSORING COMPANY 29,697 34,706
32,354 36,905
TOTAL ASSETS 175,234 177,503
ACCRUED CLAIMS PAYABLE (8,933) (10,169)
NET ASSETS AVAILABLE FOR BENEFITS (Note 4) $ 166,301 $ 167,334

L NETWORKS LIMITED
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Statement of Changes in Net Assets Available for Benefits

Year ended December 31, 2000
(in thousands of dollars)

2000 1999
OPENING NET ASSETS AVAILABLE FOR BENEFITS $ 167.334 $ 144,208
INCREASE IN NET ASSETS
Contributions
Sponsoring company 61,300 79,797
Employees 2,015 3,927
Investment income
Interest 10,623 9,855
Realized (loss) gain on disposition (744) 29
73,194 93,608
DECREASE IN NET ASSETS
Claims paid and accrued (Note 4) 73,422 69,611
Administration expenses 805 871
74,227 70,482
CLOSING NET ASSETS AVAILABLE FOR BENEFITS $ 166,301 $ 167,334
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2000

1. DESCRIPTION OF THE FUND

The Health and Welfare Trust Fund (the “Fund™) was established by Nortel Networks Limited (the
“Administrator”) on January 1, 1980 in order to fund the employee benefits program for all eligible
employees of Nortel Networks Limited and its Canadian subsidiaries (collectively, the “Company”)

under the following plans:

Reserved plans

(a) Long-term Disability Plan

(b) Survivor Income Benefit Plan

(¢) Pensioners’ Insurance Plan

(d) Employee - financed Group Life Plan (Group Life - Part I1)
Paid as Incurred Plans

(e) Dental Plan

() Extended Health Plan

(g) Survivor Transition Benefit Plan

(h) Group Life Plan (Group Life - Part I)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Fund are:
(a) Investments
All investments are recorded at cost.

{(b) Accrued claims payable

Accruals have been made for the unpaid claims incurred and received under the various plans
to the year end date. Accruals are not made for future payments in respect of claims received
under benefit plans entailing a regular series of payments (Note 4(a)).
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2000

3. INVESTMENTS

The purpose of the Fund is to fund the employee benefits program for all eligible employees of the
Company. The Company has established investment objectives and guidelines for the Fund.

The Fund’s performance is subject to market and other risks, The maximum market and credit
exposure of the Fund is represented by the fair value of the investments at that point in time. The
fair values of the investments (excluding the insured contracts for which fait values are not readily
available) as at December 31, 2000 are as follows:

2000 1999
$7000 $°000
Bonds and debentures
Federal $§ 43,559 $ 47,010
Provincial 67,462 55,413
Corporate 29,177 27,344
$ 140,198 $ 129,767
Mortia%es $ 421 $ 482
Cash and short-term investments ) 7,250 $ 7,683

Interest rate risk refers to the adverse consequences of interest rate changes on the Fund’s cash
flows, financial position and income. An increase in interest rates is likely to decrease the fair value
of the Fund’s investments. The bonds and debentures have maturities up to June, 2031 and coupon
rates between 5.00% and 12.00%. The insured contracts have effective interest rates between

11.87% and 11.92%.
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2000

4, FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

As at December 31, 2000, the estimated value of obligations under the various benefit plans
exceeded the value of reserved assets in the Fund. The funding status of the Reserved Plans and
Survivor Transition Benefit Plan at year end is as follows:

(a) Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a claimant. The estimated present
value of the future payments anticipated to be made after December 31, 2000 in respect of
claims which commenced before that date and the related value of assets reserved in the Fund

are as follows:

2000 1999
Present Cost Present Cost
Value Value of Value Value of
of Future Reserved of Future Reserved
Payments Assets Payments Assets
($°000) ($°000)
Long-term Disability Plan $ 75,742 $ 63,900 $ 84,742 $ 58,169
Survivor Income Benefit Plan 18,583 - 18,859 20,115 19,417
Survivor Transition Benefit Plan 3,841 - 4,070 -

$ 98,166 $ 82,759 $ 108927 $ 77,586

The actual benefit payments are charged against the Fund in the period in which they are paid.
(b) Plan requiring lump sum payments - Pensioners’ Insurance Plan

An actuarial valuation of the Pensioner’ Insurance Plan is performed by an independent
actuary. The most recent actuarial valuation of this plan, dated as at January 1, 1998, indicates
that, at that date, the actuarial liabilities amounted to $60,058,000 and the assets amount to
$54,040,000. Therefore, there exists a funding deficiency of $6,018,000. The interest rate
actuarial assumption is 8.00% per annum,

Management’s estimate of the present value of liabilities as at December 31, 2000 is
$62,633,000 (1999 - $62,633,000). The corresponding value of the assets reserved as at
December 31, 2000 was $59,143,000 (1999 - $60,030,000).

Contributions are made with respect to funding this plan in accordance with actuarial
recommendations.

(c) Plan requiring lump sum payments - Group Life - Part I]

Employees have the option to purchase additional group life insurance coverage up to age 65.
This is fully employee funded, and the value of the assets reserved at December 31, 2000

totalled $24,399,000 (1999 - $25,176,000).
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Deloitte & Touche LI.P
BCE Place

181 Bay Street, Suite 1400
Toronito, ON M5] 2V
Canada

Tel: {416) 601 6150
Fax: {416) 601 6151
www.deloftte.ca

Auditors’ Report

To the Board of Directors of
Norte! Networks Limited

We have audited the statement of net assets available for benefits of the Nortel Networks Health and
Welfare Trust Fund (the "Fund") as at December 31, 2001 and the statement of changes in net assets
available for benefits for the year then ended. These financial statements are the responsibility of the
management of Nortel Networks Limited. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation,

In our opinion, these financial statements present fairly, in all material respects, the net assets available

for benefits of the Fund as at December 31, 2001 and the changes in net assets available for benefits for
the year then ended in accordance with Canadian generally accepted accounting principles.

P
FDG.\O':. e A |oucke LLP

Chartered Accountants

Toronto, Ontario
May 6, 2002

Deloitte
Touche
Tohmatsy
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NORTEL NETWORKS

HEALTH AND WELFARE TRUST FUND
Statement of Net Assets Available for Benefits

December 31, 2001
(in thousands of dollars)
2001 2000
* INVESTMENTS (Note 3)
Bonds and debentures
Federal $ 39,626 $ 38,675
Provincial 65,635 59,831
Corporate 27,430 28,425
132,691 126,931
Insured contracts 7,150 8,278
Mortgages 374 421
Cash and short-term investments 4,545 7,250
144,760 142,880
ACCRUED INTEREST 2,018 2,657
DUE FROM SPONSORING COMPANY 29,825 29,697
31,843 32,354
TOTAL ASSETS 176,603 175,234
ACCRUED CLAIMS PAYABLE (9,113) (8,933)
NET ASSETS AVAILABLE FOR BENEFITS (Note 4) $ 167,490 $ 166,301

ON BEHALF OF NORTEL NETWORKS LIMITED

“"'"e/g(\ ..........................

......................................................................
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NORTEL NETWORKS

HEALTH AND WELFARE TRUST FUND

Statement of Changes in Net Assets Available for Benefits

Year ended December 31, 2001

(in thousands of dollars)

2001 2000
OPENING NET ASSETS AVAILABLE FOR BENEFITS 3166301 $ 167.334
INCREASE IN NET ASSETS
Contributions
Sponsoring company 71,319 61,300
Employees 2,107 2,015
Investment income
Interest 10,233 10,623
Realized loss on disposition ~ (136) {(744)
83,523 73,194
DECREASE IN NET ASSETS
Claims paid and accrued (Note 4) 81,616 73,422
Administration expenses 718 805
82,334 74,227
CLOSING NET ASSETS AVAILABLE FOR BENEFITS $ 167,490 $ 166,301
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2001

1. DESCRIPTION OF THE FUND

The Health and Welfare Trust Fund (the “Fund”) was established by Nortel Networks Limited (the
«Administrator”) on January 1, 1980 in order to fund the employee benefits program for all eligible
employees of Nortel Networks Limited and its Canadian subsidiaries (collectively, the “Company™)
under the following plans:

Reserved plans

(a) Long-term Disability Plan

(b) Survivor Income Benefit Plan

(¢) Pensioners’ Insurance Plan

(d) Employee - financed Group Life Plan (Group Life - Part II)
Paid as Incurred Plans

(¢) Dental Plan

() Extended Health Plan

(g) Survivor Transition Benefit Plan

(h) Group Life Plan (Group Life - Part I)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Fund are:
(a) Investments
All investments are recorded at cost.
(b) Accrued claims payable

Accruals have been made for the unpaid claims incurred and received under the various plans
to the year end date. Accruals are not made for future payments in respect of claims received
under benefit plans entailing a regular series of payments (Note 4(a)).
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2001

3. INVESTMENTS

The purpose of the Fund is to fund the employee benefits program for alt eligible employees of the
Company. The Company has established investment objectives and guidelines for the Fund.

The Fund’s performance is subject to market and other risks. The maximum market and credit
exposure of the Fund is represented by the fair value of the investments at that point in time. The
fair values of the investments (excluding the insured contracts for which fair values are not readily

available) as at December 31, 2001 are as follows:

2001 2000
$7000 $°000

Bonds and debentures
$ 44,318 $ 43,559

Federal
Provincial 73,466 67,462
Corporate 28,915 29,177
$ 146,699 $ 140,198
Mortgages $ 374 § 421

Cash and short-term investments. $ 4,545 $ 7,250

Interest rate risk refers to the adverse consequences of interest rate changes on the Fund’s cash
flows, financial position and income. An increase in interest rates is likely to decrease the fair value
of the Fund’s investments. The bonds and debentures have maturities up to June 2031 and coupon
rates between 5.00% and 12.00%. The insured contracts have effective interest rates between

11.87% and 11.92%.

Cash and short-term investments includes a refundable deposit of $200,000 (2000 - $200,000) that
has been deposited as security with Standard Life.
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31,2001

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

As at December 31, 2001, the estimated value of obligations under the various benefit plans
exceeded the value of reserved assets in the Fund. The funding status of the Reserved Plans and
Survivor Transition Benefit Plan at year end is as follows:

(a) Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a claimant. The estimated present
value of the future payments anticipated to be made after December 31, 2001 in respect of
claims which commenced before that date and the related value of assets reserved in the Fund

are as follows:

2001 2000
Present Cost Present Cost
Value Value of Value Value of
of Future Reserved of Future Reserved
Payments Assets Payments Assets
($°000) ($°000)
Long-term Disability Plan $ 97,082 $ 67,620 § 75,742 $ 63,900
Survivor Income Benefit Plan 19,335 18,315 18,583 18,859
Survivor Transition Benefit Plan 2,861 - 3,841 -

$ 119278 $ 85935 $ 98,166 § 82,759

The actual benefit payments are charged against the Fund in the period in which they are paid.
(b) Plan requiring lump sum payments - Pensioners’ Insurance Plan

An actuarial valuation of the Pensioner’ Insurance Plan is performed by an independent
actuary. The most recent actuarial valuation of this plan, dated as at January 1, 1998, indicates
that, at that date, the actuarial liabilities amounted to $60,058,000 and the assets amount to
$54,040,000. Therefore, there exists a funding deficiency of $6,018,000. The interest rate
actuarial assumption is 8.00% per annum.

The value of the assets reserved as at December 31, 2001 was $58,711.000 (2000 -
$59,143,000).

Contributions are made with respect to funding this plan in accordance with actuarial
recommendations.

(c) Plan requiring lump sum payments - Group Life - Part 11

Employees have the option to purchase additional group life insurance coverage up to age 65.
This is fully employee funded, and the value of the assets reserved at December 31, 2001

totalled $22,844,000 (2000 - $24,399,000).
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Auditors’ Report

To the Board of Directors of
Nortel Networks Limited

We have audited the statement of net assets available for benefits of the Nortel Networks Health and
Welfare Trust Fund (the "Fund") as at December 31, 2002 and the statement of changes in net assets
available for benefits for the year then ended. These financial statements are the responsibility of the
management of Nortel Networks Limited. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the net assets available

for benefits of the Fund as at December 31, 2002 and the changes in net assets available for benefits for
the year then ended in accordance with Canadian generally accepted accounting principles.

Chartered Accountants

Toronto, Ontario
June 27, 2003
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Statement of Net Assets Available for Benefits
December 31, 2002

(in thousands of dollars) _

2002 2001
INVESTMENTS (Note 3)
Bonds and debentures
Federal 32,081 $ 39,626
Provincial -74,839: 65,635
Corporate . 25,462 27,430
132,382 132,691
Insured contracts 6,803 7,150
Mortgages 321 374
Cash and short-term investments 5,332 4,545
144,838 144,760
ACCRUED INTEREST 2,938 2,018
DUE FROM SPONSORING COMPANY 27,759 29,825
30,697 31,843 .
TOTAL ASSETS 175,535 176,603
ACCRUED CLAIMS PAYABLE (Note 2) (7,859) (9,113)
NET ASSETS AVAILABLE FOR BENEFITS (Note 4) , $ 167,676 $ 167,490

ON BEHALF OF NORTEL NETWORKS LIMITED

..................................................................................................

..................................................................................................
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Statement of Changes in Net Assets Available for Benefits
Year ended December 31, 2002
(in thousands of dollars)

2002 2001
OPENING NET ASSETS AVAILABLE FOR BENEFITS $ 167,490 $ 166,301
INCREASE IN NET ASSETS
Contributions
Sponsoring company . 68,835
Employees 4,591
Investment income
Interest 10,097
83,523
DECREASE IN NET ASSETS '
Claims paid and accrued (Note 4) 68,394 81,616
Administration expenses (Note 5) 1534 718
69,928 82,334
CLOSING NET ASSETS AVAILABLE FOR BENEFITS $ 167,676 $ 167,490
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2002

1, DESCRIPTION OF THE FUND

The Health and Welfare Trust Fund (the *Fund”) was established by Nortel Networks Limited (the
“Administrator’”) on January 1, 1980 in order to fund the employee benefits program for all eligible
employees of Nortel Networks Limited and its Canadian subsidiaries (collectively, the “Company”)
under the following plans:

Reserved plans

(a) TLong-term Disability Plan

(b) Survivor Income Benefit Plan

(¢) Pensioners’ Insurance Plan

(d) Employee - financed Group Life Plan (Group Life - Part II)
Paid as Incurred Plans

(e) Dental Plan

(f)  Extended Health Plan

(g) Survivor Transition Benefit Plan

(h) Group Life Plan (Group Life - Part I)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Fund are:
{(a) Investments

All investments are recorded at cost. Interest inicoinie or investments is récorded: oiian accrual
basis.

(b) Accrued claims payable

Accruals are made for the unpaid claims mcuued under the vanous plans to the year end date
For experience rated” plans ‘such as: the’ Group: Lite.
year-end date afid: any; experlence ‘gain or 108 :
following’ calendar: year.: Accruals are not made for future payments in respect of ClalmS
received under benefit plans entailing a regular series of payments (Note 4(a)).
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2002

3. INVESTMENTS

The purpose of the Fund is to fund the employee benefits program for all eligible employees of the
Company. The Company has established investment objectives and guidelines for the Fund.

The Fund’s performance is subject to market and other risks. The maximum market and credit
exposure of the Fund is represented by the fair value of the investments at that point in time. The
fair values of the investments (excluding the insured contracts for which fair values are; niot réadily
available) as at December 31, 2002 are as follows:

' 2002 2001
$°000 $°000
Bonds and debentures
Federal $ 39,058 $ 44,318
Provincial 86,397 73,466
Corporate 28,349 28,915

$ 153,804 $ 146,699

Mort%es $ 321 $ 374

Cash and shor(-term investments $ 5332 § 4,545

Interest rate risk refers to the adverse consequences of interest rate changes on the Fund’s cash
flows, financial position and income. An increase in interest rates is likely to decrease the fair value
of the Fund’s investments. The bonds and debentures have maturities up to June 2031 and coupon
rates between 5.00% and 12.00%. The insured contracts have effective interest rates between
11.87% and 11.92%.

Cash and short-tertn investiients iiiclude; refundable deposits of $200,000 (2001 '$200,000) and
$120,000. (2001 = ‘nil) that have beer deposued as seCurity with: Statidard Life ‘and’ Green' Shicld
respectively.
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2002

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

As at December 31, 2002, the estimated value of obligations under the various benefit plans
exceeded the value of reserved assets in the Fund. The funding status of the Reserved Plans and
Survivor Transition Benefit Plan at year end is as follows:

(a) Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a claimant. The estimated present
value of the future payments anticipated to be made after December 31, 2002 in respect of
clairns which commenced before that date and the related value of assets reserved in the Fund
are as follows:

2002 2001
Present Cost Present Cost
Value Value of Value Value of
of Future Reserved of Future Reserved
Payments Assets Payments Assets
($°000) ($°000)
Long-term Disability Plan $ 108,229 $ 72,283 $ 97,082 § 07,620
Survivor Income Benefit Plan 18,104 17,606 19,335 18,315
Survivor Transition Benefit Plan 1,670 - 2,861 -

$ 128,003 $ 89889 § 119278 §$ 85035

The actual benefit payments are charged against the Fund in the period in which they are paid.
(b) Planrequiring lump sum payments - Pensioners’ Insurance Plan

An actuarial valuation of the Pensioners’ Insurance Plan is performed by an independent
actuary every three years.

The most recent actuarial valuation of this Plan, dated as at January 1, 2002, indicates that, at
that date, the actuarial liabilities amounted to $74,931,000 and the market value of the assets
amount to $63,551,000. Therefore, there exists a funding deficiency of $11,380,000. The
interest rate actuarial assumption is 7.0% per annum. -

The Plan, as at December 31, 2002, has assets reserved with a book value of $57,757,000
(2001 — $58,647,000).

Contributions are made with respect to funding this plan in accordance with actuarial
recommendations.

(¢) Plan requiring lump sum payments - Group Life - Part 11

Employees have the option to purchase additional group life insurance coverage up to age 65.
This is fully employee funded, and the value of the assets reserved at December 31, 2002
totalled $21,211,000 (2001 - $22,844,000}.
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2002

5. ADMINISTRATION EXPENSES
Included in administration expenses is an amount of $799,000 (2001 - § nil) representing alternative

minimun taxes paid in the year.” An aniendment letter has becir filed with the Canada Customs and
Revenue Agency torecover thie taxes paid.

6. COMPARATIVE FIGURES

Certain comparative figutes have been reclassified to conforii' to the current year presentation.
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Statement of Net Assets Available for Benefits

December 31, 2003
(in thousands of dollars)

2003 2002
INVESTMENTS (Note 3)
Bonds and debentures .
Federal $ 29,712 $ 32,081
Provincial 88,720 74,839
Corporate 23,575 25,462
142,007 132,382
Insured contracts - 6,803
Mortgages . - 321
Cash and short-term investments 9,160 5,332
151,167 144,838
ACCRUED INTEREST 2,401 2,938
TAXES RECOVERABLE _ - . 799
DUE FROM SPONSORING COMPANY 19,991 27,759
22,392 31,496
TOTAL ASSETS _ 173,559 176,334
ACCRUED CLAIMS PAYABLE (Note 2) (7,995) (7,859)
NET ASSETS AVAILABLE FOR BENEFITS (Note 4) $ 165,564 $ 168,475
ON BEHALF OF NORTEL NETWORKS LIMITED
Page 1 of 5
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Statement of Changes in Net Assets Available for Benefits

Year ended December 31, 2003
(in thousands of dollars)

2003 2002
OPENING NET ASSETS AVAILABLE FOR BENEFITS - . $ 168,475 $ 167,490
INCREASE IN NET ASSETS
Contributions :
Sponsoring company 52,787 58,277
Employees - 3,694
Investment income
Interest 9,975 8,143
62,762 70,114
DECREASE IN NET ASSETS
Claims paid and accrued (Note 4) 65,023 - 68,394
Administration expenses 650 735 -
65,673 69,129
CLOSING NET ASSETS AVAILABLE FOR BENEFITS ' $ 165,564 $ 168,475
Page 2 of 5
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31,2003

1. DESCRIPTION OF THE FUND

The Health and Welfare Trust Fund (the “Fund”) was established by Nortel Networks Limited (the
“Administrator”) on January 1, 1980 in order to fund the employee benefits program for all eligible
employees of Nortel Networks Limited and its Canadian subsidiaries (collectively, the “Company”)
under the following plans:

Reserved plans

(a) Long-term Disability Plan

(b) Survivor Income Benefit Plan

(¢) Pensioners’ Insurance Plan

(d) Employee - financed Group Life Plan (Group Life - Part II)
Paid as Iﬁcurred Plans .

(e) Dental Plan

(f) Extended Health Plan

(g) Survivor Transition Benefit Plan

(h) Group Life Plan (Group Life - Part I)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Fund are:

(a) Investments

All investments are récorded at cost Interest income on investments is recorded on an accrual
basis.

(b) Accrued claims payable

Accruals are made for the unpaid claims incurred under the various plans to the year-end date.
For experience rated plans, such as the Group Life Plans, premium expense is accrued to the
year-end date and any experience gain or loss is reflected in the accounts when settled in the
following calendar year. Accruals are not made for future payments in respect of claims
received under benefit plans entailing a regular series of payments (Note 4(a)).
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31,2003

3. INVESTMENTS

The purpose of the Fund is to fund the employee benefits program for all eligible employees of the
Company. The Company has established investment objectives and guidelines for the Fund.

The Fund’s performance is subject to market and other risks. The maximum market and credit
exposure of the Fund is represented by the fair value of the investments at that point in time. The
fair values of the investments (excluding the insured contracts for which fair values are not readily
available) as at December 31, 2003 are as follow:

2003 2002
$°000 $°000
Bonds and debentures

Federal $ 36,617 § 39,058
Provincial 101,140 86,397
Corporate 25,734 28,349
$ 163,491 3§ 153,804
Mortgages $ - $ 321
Cash and short-term investments _ $ 9160 $ 5332

Interest rate risk refers to the adverse consequences of interest rate changes on the Fund’s cash
flows, financial position and income. An increase in interest rates is likely to decrease the fair value
of the Fund’s investments. The bonds and debentures have maturities up to June 2031 and coupon
rates between 4.75% and 12.00%.

Cash and short-term investments include refundable deposits of $200,000 (2002 - $200,000),
$120,442 (2002 — 120,442), and 200,182 (2002- Nil) that-have been deposited as security with
Standard Life, Green Shield and Sun Life respectively.
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31,2003

4., FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

As at December 31, 2003, the estimated value of obligations under the various benefit plans
exceeded the value of reserved assets in the Fund. The funding status of the Reserved Plans and
Survivor Transition Benefit Plan at year end is as follows:

@

(b)

©

d V\ZtefdOmi\groups\ Tax_dept\Public\2003tax\ Tax Returns\Health and Welfare Trust\2003 HWT Financials Part 2.doc: 3/24/04; 1146 PM

Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a claimant. The estimated present
value of the future payments anticipated to be made after December 31, 2003 in respect of
claims which commenced before that date and the related value of assets reserved in the Fund

are as follows:

2003 2002
Present Cost Present Cost
Value Value of - Value Value of
of Future Reserved of Future Reserved
Payments Assets Payments Assets
($°000) ($°000)

Long-term Disability Plan $ 102,641 $§ 66,735 § 108,229 § 72,283
Survivor Income Benefit Plan 18,198 17,026 18,104 17,606
Survivor Transition Benefit Plan 1,055 - 1,670 -

$ 114,392 $ 83,761 $ 128,003 $ 89,889

The actual benefit payments are charged against the Fund in the period in which they are paid.
Plan requiring lump sum payments - Pensioners’ Insurance Plan

An actuarial valuation of the Pensioners’ Insurance Plan is performed by an independent
actuary every three years.

The most recent actuarial valuation of this Plan, dated as at Janvary 1, 2002, indicates that, at
that date, the actuarial liabilities amounted to $74,931,000 and the market value of the assets
amount to $63,551,000. Therefore, there exists a funding deficiency of $11,380,000. The
interest rate actuarial assumption is 7.0% per annum.

The Plan, as at December 31, 2003, has assets reserved with a book value of $57,059,000
(2002 —~ $57,757,000).

Plan requiring lomp sum payments - Group Life - Part II

Employees have the option to purchase additional group life insurance coverage up to age 65.
This is fully employee funded, and the value of the assets reserved at December 31, 2003

totaled $18,744,000 (2002 - $21,211,000).

Page 5 of 5
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NUR’I‘EL NETWORKS
HEALTH AND WELFARE TRUST FUND
Statement of Net Assets Available for Benefits

2OOIHWIFSFinal: 3/31/2008; .25 AM

December 31, 2004
(in thousands of dollars)
2004 2003
INVESTMENTS (Note 3)
Bonds and debentures
Federal $ 23,568 $ 29,712
Provincial : 85,297 88,720
Corporate 30,083 23,575
138,948 142,007
Cash and short-term investents 6,563 8,639
145,510 150,646
ACCRUED INTEREST 2,190 2,401
DUE FROM SPONSORING COMPANY - 20,290 19,991
LONG-TERM RECEIVABLE (NOTE 3) 521 521
. L .. 23,000 22,913
TOTAL ASSETS | L Y a68A100 L 1S
.. ACCRUED CLAIMS PAYABLE Note2) .. . . ° L (8012): (7,995
_NET ASSETS AVAILABLE FOR BENEFITS (Note 4 S 160,499 'S 165,564
ON BEHALF OF NORTEL NETWORKS LIMITED
Page 1 of 5



NORTEL NETWORKS

HEALTH AND WELFARE TRUST FUND

Statement of Changes in Net Assets Available for Benefits
Year ended December 31, 2004

(in thousands of dollars)

2004 . 2003
OPENING NET ASSETS AVAILABLE FOR BENEFITS $ 165,564 $ 168,475
INCREASE IN NET ASSETS
Contributions
Sponsoring company 47,993 - 48,450
Employees 4,971 4,337
Investment income
Interest 9344 9,975
. 62,308 62,762
DECREASE IN NET ASSETS
Claims paid and accrued (Note 4) ) 66,874 65,023
Administration expenses 500 650
, 67374 65,673
: -CLOSING NET ASSETS AVAILABLE FOR BENEFITS - $ 160,499 . .5 165,564
ROOGHWTFSoFinal: 3/31/2005 9:25 AM Pape 2 of 5




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2004

Zo
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DESCRIPTION OF THE FUND

The Health and Welfare Trust Fund (the “Fund”) was established by Nortel Networks Limited (the
“Administrator”) on January 1, 1980 in order to fund the employee benefits program for all eligible

employees of Nortel Networks Limited and its Canadian subsidiaries (collectively, the

sy omp auys ;)

under the following plans:

Reserved plans

(2)
®
©
(d)

Long-term Disability Plan
Survivor Income Bepefit Plan
Pensioners’ Insurance Plan

Employee - financed Group Life Plan (Group Life - Part IT)

Paid as Incurred Plans

(e)
43]
®
Gy

Dental Plan
Extended Health Plan
Survivor Transition Benefit Plan

Group Life Plan (Group Life - Part 1)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies of the Fund are:

@

(b)

Investments

All investments are recorded at cost Interest Income on investments is recorded on au acorual
basis.

Accrued claims payable

Accruals are made for the unpaid claims incurred under the various plaus to the year-end date,
For experience rated plans, such as the Group Life Plans, premivm expense is accrued to the
year-end date and any experience gain or loss is reflected in the accounts when settled in ‘the
following calendar year, Accruals are not made for future payments in respect of claims
received under benefit plans entailing a regular series of payments (Note 4(a)).



NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2004

3. INVESTMENTIS

The purpose of the Fund is to fund the employee benefits program for all eligible employees of the
Company. The Company has established investment objectives and guidelines for the Fund.

The Fund’s performance js subject to market and other risks, The maximum market and credit
exposure of the Fund is represented by the fair value of the investments at that point in time. The
fair values of the investments (excluding the insured contracts for which fair values are not readily
available) as at December 31, 2004 are as follow:;

2004 2003
$’000 $°000
Bonds and debentuges
Federal $ 31,038 3 36,617
Provincial 99,810 101,140
Corporate 32,038 25,734
$ 162,885 § 163,491
Cash and short-term investments ' $ 708 § 9160

Interest rate risk refers to the adverse consequonces of interest rate changes on the Fund’s cash
flows, financial position and income. An increase in interest rates is likely to decrease the fair value
of the Fund’s investments. The bonds and debentures have maturities up to June 2031 and coupon
rates between 4.75% and 12.00%.

Cash and short-term investments include refundable deposits of $200,000 (2003 - $200,000),

$120,442 (2003 - 120,442), and 200,182 (2003- Nil) that have been deposited as security with
Standard Life, Green Shield and Sun Life respectively.
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2004

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

As at December 31, 2004, the estimated value of obligations under the various benefit plans
exceeded the value of reserved assets in the Fund. The funding status of the Reserved Plags and
Survivor Trausition Benefit Plan at year end is as follows:

(@)  Plans requiring a series of benefit payients

Certain plans entail a regular series of benefit payments fo a claimant. The estimated present
value of the future payments anticipated to be made after December 31, 2004 ig respect of
olaims which commenced before that date and the related value of assets reserved in the Fund
are as follows:

2004 2003
Present Cost Present Cost
Value Value of Value Value of
of Future Reserved of Future Reserved

Payments Assets Pavments Assets

(37000) (3°000)
Long-term Disability Plan § 104138 § 73516 $ 102,641 § 72,735
Survivor Income Benefit Plan 17,068 16,490 18,198 17,026
Survivor Trausition Benefit Plan 359 - 1,055 -

$ 121,565 $ 90,006 $ 121,894 § 89,761

The actual benefit payments are charged against the Fund in the period in which they are paid,
(b)  Plan requiring tump sum payments - Pensjoners’ Insurance Plan

An actuarial valuation of the Pensioners’ Insurance Plan is performed by an independent
actuary every three years,

The most recent actuarial valuation of this Plan, dated as at January 1, 2002, indicates that, at
that date, the actuarial liabilities amounted to $74,931,000 and the market value of the assets
amount to $63,551,000. Therefore, there exists a funding deficiency of $1 1,380,000. The
interest rate actuarial assumption is 7.0% per annum, ’

The Plan, as at December 31, 2004, has assets reserved with a book value of $53,918,000
(2003 -- $57,059,000).

(¢)  Plan requiring lump sum payments - Group Life - Part I
Employees have the option to purchase additional group life insurance coverage up to age 65.

This is fully employee funded, and the value of the assets reserved at December 31, 2004
totaled $16,576,000 (2003 - $18,744,000).
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Auditors’ Report

T the Board of Divectors of
Norted Networks Limited

We hgve audited the statement of net assets available for benefits of the Norte] Networks Health and
Welare Trost Fuad fhe "Pand™ ag af December 3, 2005 and the statement of changes In net assets
available for benefits For the vear then ended. These financial statensents are the responsibility of the
maragement of Mortel Networks Lisnimed. Our responstbility s 1o expross an opinion on these financial
stateniends based ot Gur audit.

standands.  Those
s assuranee whether the Boangial

standards require that we plan aud perform an aedit to obtain res .
staterens are Tree of mie i et An pudit bnchudes weanining, on @ test basis, evidence
supporting the gmounts sod disclosures i the fnancisl statements.  An audit also includes assessing the
acoounting principles used and significant estimates made by mansgement, as well as evaluating the
overall Boancis] statersent presentation.

I our opinion, these Aosncial statements present fairke, in 8l matedal respects, e net assets avallable
forr benedits of the Fusd as &t December 31, 2003 and the changes b et assels available for bepefits for

the vear then ended in-accordance with Canadian pevermy secepted acoounting principles.

Charterad Accounanis

Toronto, Untardo



NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Statement of Net Assets Available for Benefits

Pecember 31, 2085
{ior thousands of dollars)

2005 2004
INVESTMENTS (Nole 3
Bonds gl debenlivres
Fedaral & AT L 20873
Governmant Agenclas 23,823 23,948
Provingialfiiurdicipsl 41,362 64,344
Comorals _ 22,603 30,083
113,259 138,548
Cash {Indebtadnses) and shorblens invesiments {5485 5,081
112,710 143,948
KOCRUELD INTEREST 1,834 2,190
THIE FROM SPONSORING COMPaNY AL121 208
DERPOSITS : Eysl 521
33,268 230040
TOTAL ABBETS 145,976 166,948
ACCRUED SLAIS PAYABLE (Noke 33 {6 058) {6,451
MET ASSETS AVALABLE FORBENEFITS (Mote 4) R 1 0e & 160,499

ONBEHALF OF NORTEL NETWORKS LIMITED




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Statement of Changes in Net Assets Available for Benefits

Year ended December 31, 2083
O thousands of dollarsd

OVENING MET ASSETS AVAILABLE POR BENEFITS

2005

2004

5 160,499

5 185564

INCREASE M NET ASSETS
Conkributions
Sponsoring compeny
Employess
Ievestment inooms
Interast

25,544
2,131

11,492

47,993
4,971

9,344

35,167

62,308

DECREASE N NET ASSETS
Claims paid and aooryad [Mote 4)
Administralion expenses

59332

415

66,874
200

59,747

&7,374

CLOSING NET ASSETS AVAILABLE FOR BENEFITS

5 139919

5 1499




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
i’}ecﬁm‘t}m‘ 31 ﬁﬁ*‘i’

. DESCRIFTION OF THE FUND

The Health and Welfare Trust Fuad (1 e “Fund™) was established by Nortel Networks L zmzfcdi b
*Administrator™ on Jamaary 1, 1980 in order 10 fund the somployes h@mﬁzs progoun for all eligible
emplovees of Nortel Networks Limited and its Canadian subsidiarics {oollectively, the “Company™)
under the following plans:

Reserved plans

{4} Long-term Disability Plan

(b} Survivor lncome Benefit Plan

(€} Pensionurs” Insurance Plan

(4} Emplovee - financed Group Life Plan (Group Life « Part 1)
Fatd v fnewrred Plans

(¢} Dental Plan

{1y Esdtended Health Plan

{gy  Group Lile Plan (Group Life - Part 1}

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLI

HES
The significant sccounting policies of the Fund are;
(a} Investments

All nvestments are recorded st cost, less amortized bond premijums. Interest imcome an
investments is recorded On an acerual basis,

(b} Accrued claivs payable

Acormals are wade for the wopsid claims incor m:% pnder 1,'1L, wmf;sus g:) ans T ﬂlﬁ xw&«mé thate,
For experience rated plans, such as the Group Life | ed ter the
vear-end date and any experlense gain or loss is ﬁ:ﬂs;uul i ‘ihiﬁ: ﬁwqairﬁm s i}m sedtled i the
following calendsr vear, Accrsaly gre not made for Buture payments in respect of claims
reccived under benefit plang epeiiing 8 reger sordes of payviments {Nole 4(a3).

%



NORTEL NETWORKS

HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements

December 31, 2085

(il smennis i thovsands of dollars)

INVESTMENTS

The purpase of the Fund is to fund the employee benefitg progras for all eligible empioyees of the
Compay.

The Fond’s puf{mmw:e is subject to market and other iz The maximun merker and ersdit
exposure of the Fand is represented by the fair value of the fnvestments at that point In time. The
fair values of the investments as gl December 31, 2004 and 2005 are as follow:

2045

Bonds snd debentures
Fadersl b 17496 5 27928
Govarranent Sgencies 2E507
FProvisclalMunicipat 512
Corporale 24,6935

) - 137,808 § 162, H%i
Cash (Indebtednessy and shore-derm vvestments s {348 % T3

Imterest vate tisk refers to the adverse consequences of
flows, financial position and meome. An increase in i!'léif‘ic:"}{ fakes iy zigz:l}_f m dazcn ;

of the Fund's ‘in*m‘ztwm% """" The bands and debentures have matprities up o June 2031 and coupon
rates bobween 4.75% and 11 1.25%

A N

;m{i ENIL

Dieposits represent refundable cash advances of $121 (2004 - i‘iéii’{;%'j % L gwﬁ{}ff;w g 3%;’??
{2004 ~ S2007, that bave b
respontively.




NORTEL NETWORKS

HEALTH AND WELFARE TRUST FUND
Notes to the Financial Statements

Becember 31, 2008

{all amounts in thousuds of dollars)

4,  FUTURE BENEFIT PAYMENTSE AND RELATED RESERVES

As at Desember 31, 2003, the estinuted value of obligations uader the warbous benofit plans
exceaded the value of reserved assets in the Fumdl. The funding status of the Reserved Plans at year
end s as follows:

{n)  Plans requiving a series of benefit pavments

Certain plans entail a regular series of beneflt paviments to a claimant. The
value of the future pavments anticipated to be made after December 31,
clabms which commenced before that date and the related walue of ass
are as follows:

estimated prosent
U3 i respeet of
s reserved n the Fund

it 2n84
Present Book Present Book
Value Yalue of Walue Yalue of
of Fulure Reserved of Pature Resurved
Payvinents sseis Pavinerds :

Long-ter Disabillyy Plan b1 3877 5§ R4 & Fied, 138 % 73,545
Survivor Income Benefit Flan 12,118 16,165 P58 16,490
> Iohte 8 Tmas 5 Erans % 3, 06

The actual benafit pavments. are charged against the Fund in the period in which they are paid.
¥ £ I i P
{by Pl requiring lump sum payments - Pensioners” Insurance Plan

The most recent soluarial valuation of tes Plan, dated a3 ot Septersher 30, 2003, indicates that,
at that date, the actuarial Habilities amounted 0 $138,5300 and the market value of the asseis
amount to $61,500, Therefore, there exists a funding deficienc oy of §77

FTA0G, The igterest rale
setuarial asswmption 5 5.17% per annum.

The Plan, a3 at December 31, 2005, bag sssets reserved with # book value of $50,933 (2008
553,818

(¢}  Plan requiring lump sum payments - Group Life - Part Il

jis zzzpfmuex have tie option to parchase additional group life lnsurance coverage up 1o age 65,
Thiz s folly employee funded, and the book value of the agsels reserved af December 3 11, 20
todnded &1 f.;[:*-éi (2004 - %16,575)

- -
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NORTEL NETWORKS

HEALTH AND WELFARE TRUST FUND
Statement of Net Assets Available for Benefits

December 31, 2006
(in thousands of dollars)
2006 2005
INVESTMENTS (Note 3)
Bonds and debentures
Federal $ 19,377 $ 19471
Government Agencies 13,740 23,823
Provincial/Municipal 45,306 47,362
Corporate 11,772 22,603
90,195 113,259
Cash (Indebtedness) and shoﬁ—term investments (94) (548)
90,101 112,711
ACCRUED INTEREST 1,471 1,824
DUE FROM SPONSORING COMPANY 42,518 31,121
DEPOSITS - 321
‘ 43,989 33,266
TOTAL ASSETS 134,090 145,977
ACCRUED CLAIMS PAYABLE (Note 2) (6,107) (6,058)
NET ASSETS AVAILABLE FOR BENEFITS (Note 4) $ 127,983 $ 139,919

ON BEHALF OF NORTEL NETWORKS LIMITED

i “—;:,;J’L,ﬁf}«é‘”



NORTEL NETWORKS

HEALTH AND WELFARE TRUST FUND
Statement of Changes in Net Assets Available for Benefits

Year ended December 31, 2006
(in thousands of dollars)

2006 2005
OPENING NET ASSETS AVAILABLE FOR BENEFITS $ 139,919 $ 160,499
INCREASE IN NET ASSETS
Contributions
Sponsoring company 38,288 24,949
Employees 4,785 2,726
Investment income
Interest 7,136 11,492
50,209 39,167
DECREASE IN NET ASSETS
Claims paid and accrued (Note 4) 61,789 59,332
Administration expenses 356 415
62,145 59,747
CLOSING NET ASSETS AVAILABLE FOR BENEFITS $ 127,983 $ 139,919




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements

December 31, 2006
(all amounts in thousands of dollars)

1. DESCRIPTION OF THE FUND

The Health and Welfare Trust Fund (the “Fund”) was established by Nortel Networks Limited (the
“Administrator”) on January 1, 1980 in order to fund the employee benefits program for all eligible
employees of Nortel Networks Limited and its Canadian subsidiaries (collectively, the “Company”)
under the following plans:

Reserved plans

(a) Long-term Disability Plan

(b) Survivor Income Benefit Plan

(¢) Pensioners’ Insurance Plan

(d) Employee - financed Group Life Plan (Group Life - Part IT)
Paid as Incurred Plans

(e) Dental Plan

(f) Extended Health Plan

(g) Group Life Plan (Group Life - Part I)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Fund are:
(a) Investments

All investments are recorded at cost, less amortized bond premiums. Interest income on
investments is recorded on an accrual basis.

(b) Accrued claims payable

Accruals are made for the unpaid claims incurred under the various plans to the year-end date,
For experience rated plans, such as the Group Life Plans, premium expense is accrued to the
year-end date and any experience gain or loss is reflected in the accounts when settled in the
following calendar year. Accruals are not made for future payments in respect of claims
received under benefit plans entailing a regular series of payments (Note 4(a)).



NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements

December 31, 2006
(all amounts in thousands of dollars)

3. INVESTMENTS

-The purpose of the Fund is to fund the employee benefits program for all eligible employees of the
Company.

The Fund’s performance is subject to market and other risks. The maximum market and credit
exposure of the Fund is represented by the fair value of the investments at that point in time. The
fair values of the investments as at December 31, 2005 and 2006 are as follow:

2006 2005
Bonds and debentures
Federal $ 26,841 § 27,696
Government Agencies : 15,304 25,907
Provincial/Municipal 56,510 59,512
Corporate 13,354 24,693

$ 112,009 § 137,808

Cash (Indebtedness) and short-term investments $ o4 $ (548)

Interest rate risk refers to the adverse consequences of interest rate changes on the Fund’s cash
flows, financial position and income. An increase in interest rates is likely to decrease the fair value
of the Fund’s investments. The bonds and debentures have maturities up to June 2031 and coupon
rates between 5.25% and 11.25%. »

Deposits represent refundable cash advances of $0 (2005 - $121), $0 (2005- $200), that had been
deposited as security with Green Shield and Sun Life, respectively.



NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2006
(all amounts in thousands of dollars)

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

As at December 31, 2006, the estimated value of obligations under the various benefit plans
exceeded the value of reserved assets in the Fund. The funding status of the Reserved Plans at year
end is as follows:

(a)

(b)

(©)

Plans requiring a series of benefit payments
Certain plans entail a regular series of benefit payments to a claimant. The estimated present
value of the future payments anticipated to be made after December 31, 2006 in respect of
claims which commenced before that date and the related value of assets reserved in the Fund
are as followO0.s:
2006 2005
Present Book Present Book
Value Value of Value Value of
of Future Reserved of Future Reserved
Payments Assets Payments Assets
Long-term Disability Plan $ 100,631 $ 47,013 $ 103,877 $ 55,740
Survivor Income Benefit Plan 21,760 15,550 22,129 16,165

$ 122,391 § 62,563 $ 126,006 $§ 71,905

The actual benefit payments are charged against the Fund in the period in which they are paid.
Plan requiring lump sum payments - Pensioners’ Insurance Plan

The most recent actuarial valuation of this Plan, dated as at September 30, 2006, indicates that,
at that date, the actuarial liabilities amounted to $133,393 and the market value of the assets
amount to $54,888. Therefore, there exists a funding deficiency of $78,505. The interest rate
actuarial assumption is 4.78% per annum (2005 - 5.17%).

The Plan, as at December 31, 2005, has assets reserved with a book value of $47,256 (2005 —
$50,953).

Plan requiring lump sum payments - Group Life - Part I1
Employees have the option to purchase additional group life insurance coverage up to age 65.

This is fully employee funded, and the book value of the assets reserved at December 31, 2006
totaled $18,165 (2005 - $17,061).
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Statement of Net Assets Available for Benefits
December 31, 2007
(in thousands of dollars)

2007 2006
INVESTMENTS (Note 3)
Bonds and debentures
Federal $ 22,284 $ 26,841
Government Agencies 12,993 15,304
Provincial/Municipal 55,457 56,510
Corporate 7,977 13,354
98,711 112,009
Cash (Indebtedness) and short-term investments 2,719 (94)
101,430 111,915
ACCRUED INTEREST 1,232 [,471
DUE FROM SPONSORING COMPANY 40,643 42,518
41,875 43,989
TOTAL ASSETS 143,305 155,904
ACCRUED CLAIMS PAYABLE (Note 2) (7,508) (6,107)
NET ASSETS AVAILABLE FOR BENEFITS (Note 5) - § 135,797 $ 149,797

ON BEHALF OF NORTEL NETWORKS LIMITED

....................................................................




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Statement of Changes in Net Assets Available for Benefits

Year ended December 31, 2007
(in thousands of dollars)

2007 2006
OPENING NET ASSETS AVAILABLE FOR BENEFITS $ 149,797 3 164,468
INCREASE IN NET ASSETS
Contributions
Sponsoring company 223 160
Employees 1,750 4,785
Investment income
Interest 6,071 7,136
‘ 8,044 12,081
DECREASE IN NET ASSETS
Claims paid and accrued 19,956 23,661
Administration expenses 326 356
Unrealized Galn and Losses 1,762 2,735
22,044 26,752
CLOSING NET ASSETS AVAILABLE FOR BENEFITS $ 135,797 $ 149,797




NORTEL NETWORKS :
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2007
(all amounts in thousands of dollars)

1.  DESCRIPTION OF THE FUND
The Health and Welfare Trust Fund (the “Fund”) was established by Nortel Networks Limited (the
“Administrator”) on Januaty 1, 1980 in order to fund the employee benefits program for all eligible

employees of Nortel Networks Limited and its Canadian subsidiaries (collectively, the “Company”)
under the following plans:

Reserved plans (plans for which the Fund holds assets)

(a) Long-term Disability Plan

(b) Survivor Income Benefit Plan

(¢) Pensioners’ Insurance Plan

(d) Employee - ﬁnanced Group Life Plan (Group Life - Part II)

Paid as Incurred Plans (1o be reimbursed by Nortel Networks on an ongoing basis)
(e) Dental Plan

(f) Extended Health Plan

(g) Group Life Plan (Group Life - Part T)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Fund are:

(a) Basis of presentation

Except as noted below, these financial statements have been prepared by management in
accordance with Canadian generally accepted accounting principles for not-for-profit entities. As
noted in Note 2(b), (c) and 4 below, the statements are presented at fair market value, with
adjustments to the investments® fair value being presented as part of the Statement of Changes in
Net Assets,

(b) Investments

Investments are recorded at market value, established by the closing sale price for a security on the
recognized exchange on which it is principally traded. This value, together with accrued interest,
approximates their market value.




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2007
(all amounts in thousands of dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

{¢) Departure from Canadian GAAP

As of January 1, 2007 the new pronouncements from the Canadian Institute of Chartered
Accountants (CICA) in respect of comprehensive income and financial instruments became
effective. The application of these new standards resulted in the following insignificant difference
between the Fund's statements and Canadian GAAP:

The straight line method was used instead of the effective interest method in calculating the
amount of the unamortized bond premium/discount balance that needed to be written-off to equity
at the beginning of the year. The statement of comprehensive income has been combined with the
Statement of Changes in Net Assets Available for Benefits, in accordance with GAAP for not-for-
profit entities, however that amount has been adjusted in the 2007 statements to include the
amount written-off, which is not in accordance with GAAP.

(d) Financial Instruments

The CICA has issued pronouncements in respect of Financial Instruments — Disclosure and Capital
Disclosure that will become effective for fiscal periods comimencing after October 1, 2007. These
pronouncements are concerned primarily with disclosure and the Company is assessing what
impact, if any, they will have on amounts reported in its financial statements when adopted
effective January 1, 2008.

(e)__Accrued claims payable

Accruals are made for the unpaid claims incurred under the various plans fo the year-end date. For
experience rated plans, such as the Group Life Plans, premium expense is accrued to the year-end
date and any experience gain or loss is reflected in the accounts when settled in the following
calendar year. Accruals are not made for future payments in respect of claims received under
benefit plans entailing a regular series of payments (Note 4(a)).




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2007
(all amounts in thousands of dollars)

INVESTMENTS

The purpose of the Fund is to fund the employee benefits program for all eligible employees of the
Coripany.

The Fund’s performance is subject to market and other risks. The maximum market and credit exposute
of the Fund is represented by the fair value of the investments at that point in time. The Fair Values of the
Investments are presented on the face of the financial statements. The related cost of investments, as at December
31, 2006 and 2007 are as follow (please see Note 2 (¢) for departure from Canadian GAAD).

2007 2006
Bonds and debentures
Federal $ 15,375 § 20,034
Government Agencies 12,425 14,315
Provincial/Municipal 45,217 45,250
Corporate 6,786 11,741

$ 79,803 § 91,340

Cash (Indebtedness) and short-term investments | $ 2,399 § %4

Interest rate risk refers to the advetse consequences of interest rate changes on the Fund’s cash flows,
financial position and income. An increase in interest rates is likely to decrease the fair value of the
Fund’s investments. The bonds and debentures have maturities up to June 2031 and coupon rates
between 5.25% and 11.25%.

COMPARATIVE AMOUNTS

Due to the implementation of the basis of presentation as outlaid in note 2(c) above, comparative
amounts for 2006 have been materially changed to reflect current accounting methodology. 2006
investment in bonds were increased by $21,814 to reflect the market value of these investments, 2006
“change in unrealized gains” were increased by $2,735 to reflect the decrease, year-over-year in the
“unrealized gain and losses”, and the balance of $19,086 was added to “Opening Net Assets Auvailable
for Benefits”,

In addition, the comparative figures in the statement of changes in net assets has been changed to
exclude from sponsor company contributions and from benefits paid the amount relating to medical,
dental and company paid group life, as these are not benefits for which the Fund has assets. In 2007, the
Fund changed its policy to billing the sponsor company directly for the benefits paid on its behalf rather
than recording benefits paid and a matching contribution. Accordingly 2006 contributions and benefits
paid were reduced by $38,128.
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Management’s Report

The financial statements of the Nortel Networks Health and Welfare Trust Fund have been prepared in
accordance with Canadian generally accepted accounting principles (“GAAP”) and to file with the
Company’s corporate income tax returns. As such, these financial statements do not include all the necessary
note disclosures required by Canadian GAAP. The financial statements are expressed in Canadian dollars,
have been prepared by management from internal data and are unaudited.

ﬁ/ﬂf‘»"fy 24 /AW

Wasim Haque
Controller, Canada

Toronto, Ontatio
March 25, 2009




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Table of Contents
December 31, 2008

Statement of Net Assets Available for Benefits
Statement of Changes in Net Assets Available for Benefits

Notes to the Financial Statements




NORTEL NETWORKS

HEALTH AND WELFARE TRUST FUND
Statement of Net Assets Available for Benefits

December 31, 2008
(in thousands of dollars)

2008 2007
INVESTMENTS (Note 3)
Bonds and debentures
Federal $ 22,384 $ 22,284
Government Agencies 10,645 12,993
Provincial/Municipal 51,463 55,457
Corporate 4,518 7,977
89,010 98,710
Cash (Indebtedness) and short-term Investments 2,163 2,719
91,173 101,429
ACCRUED INTEREST 1,119 1,232
GROUP LIFE INSURANCE SURFLUS ESTIMATE 1,702 -
DUE FROM SPONSORING COMPANY 37,064 40,643
39,884 41,875
TOTAL ASSETS 131,058 143,304
ACCRUED CLAIMS PAYABLE {Note 2) (7,741) (7,507)
NET ASSETS AVAILABLE FOR BENEFITS (Note 4} $ 123,317 $ 135,797




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Statement of Changes in Net Assets Available for Benefits
Year ended December 31, 2008
(in thousands of dollars)

2008 ' 2007
OPENING NET ASSETS AVAILABLE FOR BENEFITS $ 135,796 $ 149,797
INCREASE IN NET ASSETS
Contributions
Sponsoring company 173 223
Employees 2,066 1,750
Investment income
Interest 7,548 6,071
9,787 8,044
DECREASE IN NET ASSETS
Claims paid and accrued (Note 4) 20,641 19,956
Administration expenses 324 326
Unrealized Gain and Losses 1,302 1,762
22,267 22,044
CLOSING NET ASSETS AVAILABLE FOR BENEFITS $ 123,317 $ 135,797




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2008
(all amounts in thousands of dollars)

1.  DESCRIPTION OF THE FUND

The Health and Welfare Trust Fund (the “Fund”) was established by Nortel Networks Limited (the
“Administrator”) on January 1, 1980 in order to fund the employee benefits program for all eligible
employees of Nortel Networks Limited and its Canadian subsidiaries (collectively, the “Company”)
under the following plans:

Reserved plans (plans for which the Fund holds assets)

(a) Long-term Disability Plan

(b) Survivor Income Benefit Plan

(c) DPensioners’ Insurance Plan

(d) EBEmployee - financed Group Life Plan (Group Life - Part IT)

Paid as Incurred Plans (to be reimbursed by Nortel Networks on an ongoing basis)
(e) Dental Plan

(f) Extended Health Plan

(g) Group Life Plan (Group Life - Part T)




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2008
(all amounts in thousands of dollars)

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The significant accounting policies of the Fund are:

(a) _Basis of presentation

Except as noted below, these financial statements have been prepared by management in
accordance with Canadian generally accepted accounting principles. These financial statements
are prepared using the same accounting policies and methods of application as those disclosed in
note 2 (a) to the Company’s financial statements for the period from inception to December 31,
2008. The disclosures contained herein are incremental to, and should be read in conjunction with,
those annual financial statements,

b) Investments
Investments are recorded at market value, established by the closing sale price for a security on the

recognized exchange on which it is principally traded. This value, together with accrued interest,
approximates their market value.

{¢) Departure from Canadian GAAP

As of January 1, 2007 the new pronouncements from the Canadian Institute of Chartered
Accountants (CICA) in respect of comprehensive income and financial instruments became
effective. The application of these new standards resulted in the following insignificant difference
between the Fund's statements and Canadian GAAP:

While Canadian GAAP requires use of the effective interest method in calculating the amount of

the unamortized bond premium/discount balance, standard practice concerning the Health and
Welfare Trust has been to utilize the mark to market method.

{d). _Acctued claims payable

Accruals are made for the unpaid claims incurred under the various plans to the year-end date. For
experience rated plans, such as the Group Life Plans, premium expense is accrued to the year-end
date and any experience gain or loss is reflected in the accounts when seitled in the following
calendar year, Accruals are not made for future payments in respect of claims received under
benefit plans entailing a regular series of payments [Note 4(a)].




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2008
(all amounts in thousands of dollars)

3. INVESTMENTS

The purpose of the Fund is to fund the employee benefits program for all eligible employees of the
Company. Management intent and historical practice has been to hold bonds to maturity.

The Fund’s performance is subject to matket and other risks. The maximum matrket and credit exposure
of the Fund is represented by the fair value of the investments at that point in time. The Fair Values of
the Investments are presented on the face of the financial statements. The related cost of investments, as
at December 31, 2008 and 2007 are as follow (please see Note 2 (¢) for departure from Canadian

GAAP).

2008 2007
Bonds and debentures
Federal $ 14,382 § 15,375
Government Agencies 10,500 12,425
Provincial/Municipal 42,505 45,217
Corporate 4,018 6,786

$ 71,405 § 79,803

Cash (Indebtedness) and short-term investments , $ 2,163 § 2,719

Interest rate risk refers to the adverse consequences of interest rate changes on the Fund’s cash flows,
financial position and income. An increase in interest rates is likely to decrease the fair value of the
Fund’s investments. The bonds and debentures have maturities up to June 2031 and coupon rates
between 5.25% and 11.25%.




NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
December 31, 2008
(all amounts in thousands of dollars)

FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

As at December 31, 2008, the estimated value of obligations under the various benefit plans exceeded
the value of reserved assets in the Fund. The funding status of the Reserved Plans at year end is as
follows:

(a)

(b)

(c)

Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a claimant. The estimated present value
of the future payments anticipated to be made after December 31, 2008 in respect of claims which
commenced before that date and the related value of assets reserved in the Fund are as follows:

2008 2007
Present Market Present Market
Value Value of Value Value of
of Future Reserved of Future Reserved
Payments Assets Paymentis Assets
Long-term Disability Plan $ 100,800 $ 30,653 % 100,893 § 42,980
Survivor Income Benefit Plan 22,800 17,056 23,905 17,458

§ 123,600 $ 47,709 § 124,798 § 60,438

The actual benefit payments are charged against the Fund in the period in which they are paid.
Plan requiring lump sum payments - Pensioners’ Insurance Plan

The most recent actuarial valuation of this Plan, dated as at December 31, 2008, indicates that, at
that date, the actuatial liabilities amounted to $134,559 and the market value of the assets amount
to $49,620. Therefore, there exists a funding deficienicy of $84,940. The interest rate actuarial
assumption is 7.37% per annum (2007 - 5.6%).

Plan requiring lump sum payments - Group Life - Part 11
Employees have the option to purchase additional group life insurance coverage up to age 65.

This is fully employee funded, and the market value of the assets reserved at December 31, 2008
totaled $25,988 (2007 - $23,421).
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Statement of Net Assets Available for Benefits
As of December 31, 2009 and 2008
(in thousands of dollars)

2009 2008
INVESTMENTS (Note 3)
Bonds and debentures
Federal $ 20,591 $ 22,384
Government Agencies 10,451 10,645
Provincial/Municipal 40,172 51,463
Corporate - 4,87t 4,518
76,085 89,010
Cash and short-term investments 3,897 2,163
79,982 91,173
ACCRUED INTEREST 961 1,119
GROUP LIFE INSURANCE SURPLUS (Note 5) - 1,702
EMPLOYEE CONTRIBUTIONS 92 -
DUE FROM SPONSORING COMPANY (Note 4) 1,358 37,064
2,411 39,884
TOTAL ASSETS 82,393 131,058
ACCRUED CLAIMS PAYABLE (Note 2) (5,967) (7,741)
NET ASSETS AVAILABLE FOR BENEFITS - $ 76,426 $ 123,317

Subsequent Event (Note 1)
See accompanying hotes to the Financial Statements



NORTEL NETWORKS

HEALTH AND WELFARE TRUST FUND

Statement of Changes in Net Assets Available for Benefits
Year ended December 31, 2009, with Comparative Totals for the Year End December 31, 2008

(in thousands of dollars)

2009 2008
OPENING NET ASSETS AVAILABLE FOR BENEFITS $ 123,317 $ 135,796
INCREASE IN NET ASSETS
Contributions
Sponsoring company 95 173
Employees 1,583 2,066
Investment income
Interest 5,654 7,548
7,332 9,787
DECREASE IN NET ASSETS
Claims paid and accrued (23,891) (20,641)
Change in Provision - Due from Sponsoring Company (26,985) -
Administration expenses (291) (304)
Bank Fees (13) (20)
Unrealized Losses (3,043) (1,302)
(54,223) (22,267)
Decrease in net assets for the year (46,891) (12,480)
CLOSING NET ASSETS AVAILABLE FOR BENEFITS § 76,426 § 123317

See accompanying notes to the Financial Statements
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
Year Ended December 31, 2009
(in thousands of dollars)

1.

DESCRIPTION OF THE FUND

The Health and Welfare Trust Fund (the “Fund”) was established by Nortel Networks Limited (the
“Administrator””) on January 1, 1980 in order to provide a funding vehicle for the employee
benefits programs for all eligible employees of Nortel Networks Limited and its Canadian

subsidiaries (collectively, the “Company”) under the following plans:

Reserved plans (plans for which the Fund holds assets)

(a) Long-term Disability Plan

(b) Survivor Income Benefit Plan

(c) Pensioners’ Insurance Plan

(d) Employee - financed Group Life Plan (Group Life - Part II)

Paid aé Incurred Plans (to be reimbursed by Nortel Networks Limited on an ongoing basis)
(e) Dental Plan

(f) Extended Health Plan

(g) Group Life Plan (Group Life - Part I)

The Company oversees and manages the operation and administration of the Fund. Northern Trust
(“Trustee”) serves as the trustee of the Fund. The Fund was established as a health and welfare

trust under the Income Tax Act.

The assets of the Fund are held with the Trustee, are under its responsibility and control, and are
therefore, unavailable to the creditors of the Company.

Creditor Protection Proceedings

On January 14, 2009, after extensive consideration of all other alternatives, with the unanimous
authorization of the Nortel’s board of directors after thorough consultation with advisors, certain
Nortel entities, including Nortel Network Corporation (“NNC”) and Nor tel Networks Limited
(“NNL”), initiated creditor protection proceedings in multiple jurisdictions under the respective
restructuring regimes of Canada, the U.S., the UK., and subsequently in Israel and France.

CCAA Proceedings

On January 14, 2009 (“Petition Date”), Nortel, NNL and certain other Canadian subsidiaries
(““Canadian Debtors”) obtained an initial order (“Initial Order”) from the Ontario Superior Court of
Justice (“Canadian Court”) for creditor protection for 30 days, pursuant to the provisions of the



'NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements

Year Ended December 31, 2009
(in thousands of dollars)

Companies’ Creditors Arrangement Act (“CCAA”), which has since been extended to July 22,
2010 and is subject to further extension by the Canadian Court (“CCAA Proceedings™). There is no
guarantee that the Canadian Debtors will be able to obtain court orders or approvals with respect to
motions the Canadian Debtors may file from time to time to extend further the applicable stays of
actions and proceedings against them. Pursuant to the Initial Order, the Canadian Debtors received
approval to continue to undertake various actions in the normal course in order to maintain stable
and continuing operations during the CCAA Proceedings.

As a consequence of the CCAA Proceedings, generally, all actions to enforce or otherwise effect
payment or repayment of liabilities of any Canadian Debtor arising prior to the Petition Date and
substantially all pending claims and litigation against the Canadian Debtors and their officers and
directors have been stayed until July 22, 2010, or such later date as may be ordered by the Canadian
Court. In addition, the CCAA Proceedings have been recognized by the United States Bankruptcy
Court for the District of Delaware (“U.S. Court”) as “foreign proceedings” pursuant to the
provisions of Chapter 15 of the U.S. Bankruptcy Code, giving effect in the U.S. to the stay granted
by the Canadian Court. A cross-border court-to-court protocol (as amended) has also been approved
by the U.S. Court and the Canadian Court. This protocol provides the U.S. Court and the Canadian
Court with a framework for the coordination of the administration of the Chapter 11.Proceedings
(as defined below) and the CCAA Proceedings on matters of concern to both courts.

For further information on the CCAA Proceedings, see the annual report on Form 10-K of NNC for
the year ended December 31, 2009.

Settlement Agreement with Former and Disabled Canadian Employee Representatives

On February 8, 2010, the Canadian Debtors reached an agreement on certain employment related
matters regarding former Canadian Nortel employees, including Nortel’s Canadian registered
pension plans and benefits for Canadian pensioners and Nortel employees on long term disability
(“LTD”). Nortel entered into a settlement agreement with court-appointed representatives of its
former Canadian employees, pensioners and LTD beneficiaries, Representative Counsel, the
Canadian Auto Workers’ union and the Canadian Monitor (“Settlement Agreement”). The
Settlement Agreement, as amended, was approved by the Canadian Court on March 31, 2010.

The Settlement Agreement provides, among other things, for the remainder of 2010, Nortel will
continue to pay medical and dental benefits to Nortel pensioners and survivors and Nortel LTD
beneficiaries in accordance with the current benefit plan terms and conditions. Life insurance
benefits will continue unchanged until December 31, 2010 and will continue to be funded
consistent with 2009 funding. Further, Nortel will pay income benefits to the LTD beneficiaries and
to those receiving survivor income benefits and survivor transition benefits through December 31,
2010. The employment of the LTD beneficiaries will terminate on December 31, 2010. The parties
have agreed to work toward a court-approved distribution, in 2010, of the assets of this Fund.

A charge in the maximum amount of $57 million against the Canadian Debtors’ assets will be
established as security in support of the payments to be made by Nortel under the Settlement
Agreement, which amount will be reduced by the amount of payments made. The Settlement
Agreement also sets out the relative priority for claims to be made in respect of the deficiency in
the Fund. Under the Settlement Agreement, these claims will rank as ordinary unsecured claims in
the CCAA Proceedings.
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NORTEL NETWORKS

HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
Year Ended December 31, 2009
(in thousands of dollars)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a) Basis of presentation

These financial statements have been prepared in accordance with Canadian generally
accepted accounting principles (“GAAP”), with certain exceptions, primarily for the purposes
of providing financial information to the beneficiaries of the Health and Welfare Trust and to
support the preparation and filing of the Nortel Networks Health and Welfare Trust tax
return. These financial statements are expressed in Canadian dollars, have been prepared by
management from internal data and are unaudited. Subsequent events have been reflected
through June 1, 2010.

(b) Investments

(©

(@

(@

Investments are recorded at fair value. Fair value is the amount of the consideration that
would be agreed upon in an arm’s-length transaction between knowledgeable, willing parties
who are under no compulsion to act. Fair value for investments in the Trust is determined by
the closing sale price for a security on the recognized exchange on which it is principally
traded. This value, together with accrued interest, approximates fair value.

Accrued claims payable

Accruals are made for the unpaid claims incurred under the various plans to the year-end
date. For experience rated plans, such as the Group Life Plans, premium expense and any
expected experience gain or loss is accrued to the year-end date. Accruals are made for
incurred but not reported claims (“IBNR Claims”) as of the balance sheet date. The estimate
is based on a study of claims during the year and is specific to the type of benefit being
provided.

Use of estimates

In preparing these financial statements, management must make certain estimates and
assumptions which can affect the reported values of assets and liabilities. Actual results
could differ from these estimates.

Income recognition

Realized gains and losses on sale of investments of the Fund during the year are included in
the statement of changes in net assets available for benefits as “Investment Income”.

The change in the difference between fair value and the cost of the investments of the Fund at
the beginning and end of each year is reflected in the statement of changes in net assets
available for benefits as “Unrealized losses”.

3. INVESTMENTS



NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
Year Ended December 31, 2009
(in thousands of dollars)

4,

The purpose of the Fund is to fund the employee benefits programs for all eligible employees of
the Company.

The Fund’s performance is subject to market and other risks. The maximum market and credit
exposure of the Fund is represented by the fair value of the investments at that point in time. The
Fair values of the Investments are presented on the face of the financial statements. While
Canadian GAAP requires use of the effective interest method in calculating the amount of the
unamortized bond premium/discount balance, standard practice concerning the Health and Welfare
Trust has been to utilize the mark to market method, which is an insignificant difference., The
related cost of investments, as at December 31, 2009 and 2008 are as follows:

2009 2008
Bonds and debentures
Federal S 14,382 § 14,382
Government Agencies 10,500 10,500
Provincial/Municipal 32,623 42,505
Corporate 4,018 4,018

$ 61,523 § 71,405

Cash and short-term investments $ 3,897 § 2,163

Interest rate risk refers to the adverse consequences of interest rate changes on the Fund’s cash
flows, financial position and income. An increase in interest rates is likely to decrease the fair
value of the Fund’s investments. The bonds and debentures have maturities up to June 2031 and
coupon rates between 5.25% and 11.25%.

In response to the Settlement Agreement’s term respecting distribution of assets in 2010, the
Company made a decision to move the long-term bonds into shorter-term investments subsequent
to December 31, 2009.

DUE FROM SPONSORING COMPANY

2009 2008

Due from Sponsoring Company $28,343 $37,064
Less: provision for doubtful accounts (26,985) -

Due from Sponsoring Coinpany —net $1,358 $37,064

The Due from Sponsoring Company gross balance of $28,343 ($37,064 — 2008) represents claims
incurred by the Fund for Paid as Incurred Plans, as described in Note 1 above. The balance



' NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

Notes to the Financial Statements
Year Ended December 31, 2009
(in thousands of dollars)

includes $26,985 in claims incurred and $1,358 in IBNR claims. The gross balance decreased
$8,721 primarily as a result of $43,389 in funding to the Fund, partially offset by $35,510 of
claims incurred. :

Historically, there has been a time lag in the funding of claims incurred by the Fund which has
resulted in an amount due from the Sponsoring Company. In 2005, Nortel undertook a valuation
of the Fund to determine the funded status of the plans. As such, during that time it suspended
contributions to the Fund for a period of 12 months, resulting in an increase in the Due from
Sponsoring Company. Nortel resumed its funding of Paid as Incurred Plan claims in 2006.

As a result of the commencement of creditor protection proceedings by the Administrator, the
Fund undertook an assessment of the collectability of the Due from Sponsoring Company balance.
This assessment resulted in the recording of a reserve of $26,985. The $1,358 net balance
represents IBNR Claims that, as reported, will be paid by the Administrator pursuant to the
Settlement Agreement. At the instruction of Nortel management, the Trustee has filed a claim
against the Administrator. This claim is a general unsecured claim, the recovery of which is
dependent upon the recovery received by all other similarly situated creditors in the CCAA

Proceedings.

5. GROUP LIFE INSURANCE SURPLUS

Annual financial results reflecting the actual group life experience for the plan year are prepared
for the Pensioners Insurance Plan, the Employee-financed Group Life Plan (Group Life — Part II),
and the Group Life Plan (Group Life — Part I). If the result is a surplus, the Fund receives a refund.
If the result is a deficit, the Fund pays the deficit. At December 31, 2009, an estimated deficit for
the Pensioners Insurance and Group Life — Part II Plans of $82 is recorded in Accrued Claims
Payable. At December 31, 2008, an estimated refund for these same plans of $1,702 is recorded in

Group Life Insurance Surplus.
6. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES

As at December 31, 2009, the estimated present value of future obligations under the various
benefit plans exceeded the value of reserved assets in the Fund. The unfunded status of the
Reserved Plans at year end is shown below. Liability values are calculated using actuarial
methodologies and assumptions in accordance with GAAP. Asset values include a pro rata
allocation of Interest Income, Unrealized Gains/Losses, and 2009 Change in Provision based on
the Plan’s percent of total assets.

(a) Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a claimant. The estimated present
value of the future payments anticipated to be made after December 31, 2009 in respect of
claims which commenced before that date and the related value of assets reserved in the Fund

are as Tollows:
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2009 2008
Present Market Present Market
Value Value of Value Value of
of Future Reserved of Future Reserved
Payments Assets Payments Assets
Long-term Disability Plan $ 103,100 $ 15,742  $ 100,800 $ 30,653
Survivor Income Benefit Plan 19,600 12,105 _ 22,800 17,056

$ 122,700 § 27,847 § 123,600 $§ 47,709

The interest rate assumption at December 31, 2009 and 2008 is 3.1% and 2.1% per annum,
respectively. The actual benefit payments are charged against the Fund in the period in
which they are paid.

(b) Plan requiring lump sum payments - Pensioners’ Insurance Plan

The actuarial liability is $128,402 and $134,559 and the market value of the assets is $30,673
and $49,620 at December 31, 2009 and 2008, respectively. Therefore, there exists a deficit
of $97,729 and $84,940 at December 31, 2009 and 2008, respectively. The interest rate
actuarial assumption at December 31, 2009 and 2008 is 6.09% and 7.37% per annum,
respectively.

(¢) Plan requiring lump sum payments - Group Life - Part II

Employees have the option to purchase additional group life insurance coverage up to age 65.
This is fully employee funded, and the market value of the assets reserved at December 31,
2009 and 2008 totaled $17,906 and $25,988, respectively.
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Summary re: HWT Financial Statements

Below is a summary from the years in which certain notes to the HWT financial statements first
appeared.

1982 HWT Financial Statements

1. The 1982 financial statements disclose total assets of $20,293,378 (including an account
receivable, from the plan sponsor, of $2,488,576), total claims paid and accrued of
$9,401,497, employer contributions of $6,746,553 and employee contributions of

$2,329,359.
2. Relevant notes are:

(a) Note 1 describes the Fund as providing a “self-insured employee benefits
program” and lists seven components, being: a Dental Plan, Extended Health
Plan, Long-Term Disability Plan, Survivor Income Benefit Plan, Survivor
Transition Benefit Plan, Group Life Plan and Pensioners’ Insurance Plan.

(b) Note 2 states in part that:

Accruals have been made for the claims received, under the various plans,
up to January 31 but which relate to the year ended December 31.
Accruals are not made for future payments in respect of claims received
under benefit plans entailing a regular series of payments (see Note 3).

() Note 3 states that:

Several of the benefit plans entail a regular series of benefit payments to a
claimant. The estimated present value of the future payments anticipated
to be made after December 31, 1982 in respect of claims which
commenced before that date is as follows:

Survivor Income Benefit $2,270,000
Survivor Transition Benefit 866,000
Long-Term Disability 2,967,000

$6,123,000

The actual benefit payments will be charged against the Fund in the period
in which they are payable.



1986 HWT Financial Statements

3.

The 1986 financial statements disclose net assets of $46,895,126 (including $15,390,909
“due from sponsoring corporations”), total claims paid and accrued of $20,743,397,
employer contributions of $24,805,144 and employee contributions of $3,568,373. A

chart showing the receivables and amounts due from sponsoting corporations is attached

as Appendix “RR”.

The notes to the 1986 financial statements differ from the 1982 financial statements:

(a)

(b)

Note 1 distinguishes between two categories of benefit plan: (i) “Reserved Plans”
(Long-term Disability Plan, Survivor Income Benefit Plan, Pensioners’ Insurance
Plan and employee-financed Group Life Plan (Group Life — Part ID)); and (ii)
“Paid as Incurred Plans” (Dental Plan, Extended Health Plan, Survivor Transition

Benefit Plan and Group Life Plan (Group Life — Part I)).
Note 4 states:
(a) Plans requiring a series of benefit payments

Certain plans entail a regular series of benefit payments to a claimant. The
estimated present value of the future payments anticipated to be made
after December 31, 1986 in respect of claims which commenced before
that date and the related value of assets reserved in the Fund are as
follows:

Present value of Value of

future payments reserves
Long-term Disability Plan $10,665,874 $9,292,138
Survivor Income Benefit Plan 9,059,300 8,486,566
Survivor Transition Benefit Plan 1,881,269 -
$21,606,443 $17,778,704

The actual benefit payments are charged against the Fund in the period in
which they are payable.

(b) Plans requiring lump sum payments — Pensioners’ Insurance Plan

An actuarial valuation of the Pensioners’ Insurance Plan is performed by
an independent actuary every three years. The most recent actuarial
valuation of the plan, dated as at December 31, 1983, indicates that, at that
date, the present value of liabilities exceeded the present value of assets
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reserved for this plan by approximately $6.7 million assuming an 8% rate
of return. Management estimates that the present value of liabilities under
the plan as at December 31, 1986 was $28,244,000. The corresponding
value of the asset reserve at that time was $25,144,897.

(c) Plans requiring lump sum payments — Group Life — Part II

On a voluntary basis, employees have the option to purchase additional
group life insurance coverage up to age 65. This is fully employee funded,
and the reserves at December 31, 1986 totalled $3,971,525.

HWT Financial Statements from 1987 through 2002

5. The dollar figures differ but the notes are substantially the same as in 1986 (other than

1989 where there are no notes).

HWT Financial Statements from 2003 through 2008

6. In this period the dollar figures differ and starting in 2005, there is no reference to STBs.
The notes are otherwise substantially the same. The relevant ones being referred to

below are taken from the 2008 financial statement:

(a) The significant accounting treatment under “Accrued Claims Payable™:

Accruals are made for the unpaid claims incurred under the various plans
to the year-end date. For experience rated plans, such as the Group Life
Plans, premium expense is accrued to the year-end date and any
experience gain or loss is reflected in the accounts when settled in the
following calendar year. Accruals are not made for future payments in
respect of claims received under benefit plans entailing a regular series of
payments. (section 2(d))

(b)  Note 4(a) on page 7 provides:
Future Benefit Payments and Related Reserves

As at December 31, 2008, the estimated value of obligations under the
various benefit plans exceeded the value of reserved assets in the Fund.
The funding status of the Reserved Plans at year end is as follows:

(a) Plans requiring a series of benefit payments:

Certain plans entail a regular seties of benefit payments to a claimant. The
estimated present value of the future payments anticipated to be made
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after December 31, 2008 in respect of claims which commenced before
that date and the related value of assets reserved in the Fund are as
follows:

[A table summarizing the Long Term Disability Plan and the Survivor
Income Benefit Plan [and for 2003 and 2004 the Survivor Transition
Benefit Plan], present value of future payments and market value of
reserved assets for 2008. The Long Term Disability Plan present value of
future payments in 2008 was $100,800,000 and the present value of future
Survivor Income Benefit Plan future payments was $22,800,000.]

The actual benefit payments are charged against the Fund in the period in
which they are paid.

(b) Plan requiring lump sum payments — Pensioners’ Insurance Plan

The most recent actuarial valuation of this Plan, dated as at December 31,
2008, indicates that, at that date, the actuarial liabilities amounted to
$134,559 and the market value of the asset amount to $49,620. Therefore,
there exists a funding deficiency of $84,940. The interest rate actuarial
assumption is 7.37% per annum (2007 — 5.6%).

(©) Plan requiring lump sum payments — Group Life — Part 11

Employees have the option to purchase additional group life insurance
coverage up to age 65. This is fully employee funded, and the market
value of the assets reserved at December 31, 2008 totaled (sic) $25,988
(2007 — $23,421).

The 2009 HWT Financial Statements

7. The 2009 financial statements disclose cash and investments of $79,982,000, net assets
available for benefits of $76,426,000, total claims paid and accrued of $23,891,000,
employer contributions of $95,000 and employee contributions of $1,583,000. For
purposes of the 2009 financial statements, certain amounts are included in cash and
investments that were excluded from the $78 million reported in the Thirty-Ninth Report.

These amounts predominantly related to stale-dated cheques.



-5-
The notes to the 2009 financial statements explain the history of the due from sponsoring

company amount as follows:

Historically, there has been a time lag in the funding of claims incurred by
the Fund which has resulted in an amount due from the Sponsoring
Company. In 2005, Nortel undertook a valuation of the Fund to determine
the funded status of the plans. As such, during that time it suspended
contributions to the Fund for a period of 12 months, resulting in an
increase in the Due from Sponsoring Company. Nortel resumed its
funding of Paid as Incurred Plan claims in 2006.

The notes to the 2009 financial statements also refer to the cross rating of the group life

insurance policies as follows:

Annual financial results reflecting the actual group life experience for the
plan year are prepared for the Pensioners Insurance Plan, the Employee-
financed Group Life Plan (Group Life — Part II), and the Group Life Plan
(Group Life — Part I). If the result is a surplus, the Fund receives a refund.
If the result is a deficit, the Fund pays the deficit. At December 31, 2009,
an estimated deficit for the Pensioners Insurance and Group Life — Part 11
Plans of $82 is recorded in Accrued Claims Payable. At December 31,
2008, an estimated refund for these same plans of $1,702 is recorded in
Group Life Insurance Surplus.
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Health & Welfare Trust Fund
Debt Due from Sponsoring Company(ies) as shown on the HWT financial statements

1981 3,615,003

1982 2,488,576

1983 3,530,315

1984 5,851,282

1985 7,575,941

1986 15,390,909
1987 12,470,788
1988 14,907,132
1989 16,232,000
1990 15,127,000
1991 14,500,000
1992 17,622,000
1993 24,550,000
1994 22,401,000
1995 21,666,000
1996 27,771,000
1997 32,213,000
1998 33,756,000
1999 34,706,000
2000 29,697,000
2001 29,825,000
2002 27,759,000
2003 19,991,000
2004 20,290,000
2005 31,121,000
2006 42,518,000
2007 40,643,000

' As reported in the notes to the 2009 HWT financial statements, in 2005 Nortel undertook a valuation of the fund to
determine the funded status of the plans. Nortel suspended contributions to the HWT for a 12 month period
over 2005 and 2006, resulting in an increase in the Due from Sponsoring Company amount.



37,064,000
2009 1,358,000%

Note 4 of the 2009 HWT financial statements shows an amount due from sponsoring company of $28,343,000,
against which a provision for doubtful accounts of $26,985,000 has been taken. The $1,358,000 net balance

represents IBNR claims that, as reported, will be paid by the administrator pursuant to the Settlement
Agreement,



