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Touhe Ross & OJ

NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

REPORT AND FINANCIAL STATEMENTS

DECEMBER 31, 19B2



Touhe Ross &Cb.
Chariered ACGoumams

AUDITORS 1 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 thén 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 3 i, 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

yeár.

--~ ~ y t..
Toronto. Ontario.
April 8. 1983. Chartered Accountants

P. O. BOX 12 - FIRST CANADIAN PLACE - 100 KING STREET WEST - TORONTO, ONTARIO M6X 183
TELEPHONE (416) 364-4242 - TELEX 066-24310



Touhe Ross & OJ.

NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31. i 982

1982 1981

Investments
Cash and short-term investments,

a t cost (Note 5)
Bonds and debentures, at cost (Note 5)

Canadian
Provincial
Corporate

Mortgages (Note 6)
Investment fund units
Other (Note 7)

1!,498 ,753 $ 6,139,439

625,000 641,250
500,000 500,000
500 ,000 491, ioa

1 ,625 1000 1 ,632 ,350

2,475,155 1,020,708
1,498,505 l.498.505
2.673,840 5 ,348 ,680

6,647,500 7,867,893.

l8,71l,253 15 ,639 ,682

455.488 325.047
2,488,576 3,615.003

2,944,064 3,940.050

21.715,317 19 ,579,732

1,421,939 1 ,l1l ,04Q

$20.293.378 $l8 ,468 ,692

Accrued revenue
Accounts receivable

Total assets

Accrued claims payable

Net assets as at December 31

On behalf of Management

~e-g~
, · See acc2. notes to financial statements.



Touhe Ross & OJ.

NORTHERN TELECOM

HEALTH AND WELFAR TRUST FUND

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

Balance of the Fund at December 31

1982 1981

$l8 .468 ,692 $15,743,904

75,945

6,746.553 5.878,685
2 ,2l9 ,056 1,986.262
2,329,359 1 z 966,435

11 ,370,913 9 ,831 ,382

9,401,497 6,970,635
l44,730 135,959

9.546 ,227 7.106 ,594

$20.293.378 $18,468,692

Balance of the Fund at January 1

Additions to the Fund
Transfer of reserves from Mutual Life
Cont.ributions

Companies
Employees

Investment income

Total additions

Deductions from the Fund
Claims paid and accrued
Administration expenses

Total deductions

See accompanying 
notes to financial statements.



Touhe Ross & ~

NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31 t 1982

1. 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 Plàn

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

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

Investménts

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 reguiar series of payments (see
Ni;te 3).

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, 1982 in respect of
claims which commenced before that date is as follows:

Survivor Income Benefit
Survivor Transition Benefit
Long-Term Disability

$2,270,000
886.000

2,967,000
$6.123,000

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



Touhe Ross & OJ .. 2 ..

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

4. 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 million.

5. The market values of the investments as at December 3l are as follows:

1982 1981

Cash and short-term investments $10.734,877 $6,261,658

Bonds and debentures

Canadian
Provincial
Corporate

$ 665.938
525,000
486 £250

$ 1,677 ,188

$ 605,938
469,250
429,750

$1.504.938

6. The fund has entered into agreements to advance $51646,000 in
mortgages. As at December 31, 1982 funds advanced under these
agreements totalled $1,448.406.

7. 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
return 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 were
to have matured January l. 1983 were paid to the fund on December 31,
1982.



APPENDIX “P”



..

7òudie Ross t:~ en.

NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

REPORT AN FINANCIAL STATEMENTS

DECEMBER 31, i~83



Touhe Ross &01
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

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, 1983 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

year.

--~ ~ ~L
Toronto. Ontario.
March 15. 1984. Chartered Accountants

P. O. BOX 12 - FIRST CANADIAN PLACE - 100 KING STREET WEST - TORONTO, ONTARIO M5X 183
TELEPHONE (416) 364-4242 - THEX 065-24310



Touhe Ross & Cß

NORTHERN TELECOM

HEALTH AN WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31. 1983

1983 1982

Investments
Cash and short-term inves tments

(Note 5)
Bonds ánd debentures (Note 5)

Canadian
Provincial
Corporate

Mortgages (Note 6)
Investment fund units
Other (Note 7)

$ 8,570,656 $10.498,753

500,000 625,000
500,000 500,000
500,000 500,000

1,500,000 l.625,000

9,537.423 2.475,155
l,498,505 1,498,505

2,673,840

11,035,928 6; 6 47,500

21,106,584 18)771)253

286,882 455,488
3,530.315 2,488,576

3,817,197 2,944.064

24,923,781 21,715,317

2.008,477 l,421,939

$22,915.304 $20,293,378

Accrued revenue
Accounts receivable

Total asséts

Accrued claims payable

Net assets as at December 31

On behalf of Management

4~d~
See accompanying notes to financial statements.



Toihe Ro & Co

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 December 31

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 111370,913

13,557,298 9,401,497
223,239 144,730

13 i 7801 537 9,546,227

$22,915.304 $20,293.378

Balance of the Fund at January 1

Addi tions to the Fund
Transfer of reserves from Mutual Life
Contributions

Companies
Employees

Investment income

Total addition$

Deductions from the Fund
Claims paid and accrued
Administration expenses

Total deductions

See accompanying notes to financial stateaehtø.



Touhe Ross & 01

NORTHERN TELECOM

HEALTH AND WELFAR TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1983

1. 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 Benefi t Plan

vi. a Group Life Plan

vii. a Pensioners' Insurance Plan

2. 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).

3. Several of the benefit plans entail a regular series of benefit
payments to a claimant. The es timated preseöt value of the future
payments anticipated to be made after December 31, 1983 in respect of
claims which commenced before that date is as follows:

Survi vor Income Benef i t
Survivor Transition Benefit
Long-Term Disability

$3,413.257
1,067.385
5,068,294

$9.548,936

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



Touhe Ross & Co - 2 -

Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 19B3

4. The actuarial valuation of the Pensioners' Insurance Fund as at
December 31, 19B3 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 assets.

5. The market values of the investments as at December 3l are as follows:

1983 1982

Cash and short-term investments $8,663,473 $10,734,877

Bonds ând debentures

Canadian
Provincial
Corporate

$ 535.100
523,750
496 i 900

$1,555,750

$ 665,938
525,000
486,250

$ 1,677.188

6. 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.

7. 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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Touhe Ross & OJ,

NORTHERN TELECOM

HEALTH AN ~ELFARE TRUST FUND

REPORT AND FINANCIAL STATEMENTS

DECEMBER 31, 1984



Touhe Ross &Cì
Chartered Accountants

AUDITORS' REPORT

The Directors,
t 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 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 tes ts and other procedures as we

considered necessary in the circumstances.

In our opinion, these finn\1cial 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 year then ended in accordance with generally accepted

accounting principles applied on a basis consistent with that of the

preceding year.

~'~.L
Toronto, Ontario,
March 30, 1985. Chartered Accountants

P. O. BOX 12 - FIRST CANADIAN PLACE - 100 KING STREET WEST ~ TORONTO, ONTARIO M5X 183
TELEPHONE (415) 364-4242 - TELEX 065-24310



Touhe Ross & OJ,

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31, 1984

198Lf 1983

Investments
Cash and short-term investments
Bonds and debentures (Note 5)

Canadian
Provincial
Corporate

Mortgages (Note 6)
Investment fund units

$ 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

Accrued revenue
Accounts receivable

Total assets

Accrued claims payable

Net assets as at December 31

On behalf of Management

Úl~

See accompanying notes to financial statements.



Touhe Ross & OJ

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

STATEMENT OF CHAGES 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

CoTI8nies
Employees

Inves tment income

Balance of the Fund at December 31

17,686,713 11 ,054,602
3,357,297 3,006,624
3,187,655 2,403,220

24,231,665 16,464,446

18,678,845 13,557,298
259,554 285,222

18,938,399 13,842,520

$28,208,570 $22,915,304

Total additions

Deductions from the Fund
Claims paid and accrued
Administration expenses

Total deductions

See accompanying notes to financial statements.



Touhe Ross & Co.

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1984

1. 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

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

Investments

All investments are recorded at historical cos t.

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 3L.
Accruals are not made for future payments in respect of claims received
under benefit plans entailing a regular series of payments (see Note 3).

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
Survivor Transition Benefit
Long-Term Disability

$ 5,102,298
l,532,318
6,462,828

$13,097,444

The actual benefit payments will be charged against the Fund in the

period in which they are payable.



Touhe Ross & OJ, - 2 -

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

Trust Fund
statements

4. The actuarial valuation of the Pensioners i Insurance Plan 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 assets.

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

Bonds and debentures

1984 1983

Canadian
Provincial
Corporate

$ 535,625
1,935,390
4,570,000

$ 535,100
523,750
496,900

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

6. 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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o Touche Ross

NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUN

REPORT AND FINANCIAL STATEMENTS

DECEMBER 31, 1986



Touche Ross & Co.
Chartered Accountants
P,O. Box 12
First Canadian Place
'100 King Street West
Toronto, Ontario M5X 1 B3

Telephone: 416 364-4242

Telex: 065-24310

o Touche Ross

AUDITORS t 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 státement 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.
/!~~-/4,.

Toronto, Ontario,
April 8, 1986. Chartered Accountants

Touèhe Ross International



Ö Touche Ross
NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31, 1985

1985 1984

Investments
Cash and short-term investments
Bonds and debentures (Note 5)

Federal
Provincial
Corporate

Mortgages
Investment fund units

$ 2,050,031 $ 5,533,564

500,000 500,000
1,828,400 1,828,400

14,285,000 4,500,000

16,613,400 6,828,400

11,428,892 12,005,106
81,394

11 ,428,892 12,086,500

30,092,323 24,448,464

624,020 374,609
7,575,941 5,851,282

8,199,961 6,225,891

38,292,284 30,674,355

(2,709,123) (2,465,785)

$35,583,161 $28,208,570

Accrued revenue
Accounts receivable

Total assets

Accrued claims payable

Net assets

On behalf of Management

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

See accomanying notes to financial statements.



o Touche Ross
NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 1985

1985 1984

Balance of the Fund at January 1 $28,208,570 $22,915,304

Addi tions to the Fund
Contributions

Companies
Employees

Investment income

Balance of the Fund at December 31

19,797,580 17 ,686, 713
3,167,365 3,357,297
3,769,681 3,187,655

26,734,626 24,231,665

19,034,857 18,678,845
325,178 259,554

19,360,035 18,938,399

$35,583,161 $28,208,570

Total additions

Deductions from the Fund
Claims paid and accrued
Administration expenses

Total deductions

See accomanyin notes to fincial statements.



.J.

öToucheRoss
NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1985

l. 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

2. 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).

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
Survivor Transition Benefit
Long-Term Disability

$ 7,673,329
1,568,844
7,276,644

S16,S18,817

The actual benefit payments will be charged against the Fund in the

period in which they are payable.
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o Touche Ross

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

4. The actuarial valuation of the Pensioners i Insurance Plan as at
December 31, 1983 indicates thát the present value of liabilities
exceeds the present value of assets by approximately $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

Federal
Provincial
Corporate

1985

$ 559,000
2,204,000

14,548,000

1984

$ 535,625
1,935,390
4,570,000

$17,311,000 $7,041,015
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NORTHERN TELECOM

HEALTI AN WELFARE TRUST FUN

REPORT AN FINANCIAL STATEMENTS

DECEMBER 31, 1986

o Touehe Ross



Touche Ross & Co.
Chartered AcçOI)Jl;)nts
P.O. Bo)( '12

First Carindicin Place
100 King Street Vt(,sl
Toronto, Ontario IW¡X 183

Telephone: 4'I 364..4:l42
Telex: 065--2iI:10

o Touche Ross

AUDITORS i REPORT

The Directors;
Northern Telecom Limited

We have examined the statement of net assets of the Northern Telecom

Heal th 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.

~A&-!4.
Toronto, Ontario,
March 20, 1987. Chartered Accountants

Tûuche Ross international



NORTHRN TELECOM
HEALTH AN WELFARE TRUST FUN

o Touche Boss

STATEMENT OF NET ASSETS AS AT DECEMBER 31

1986 1985

Investments
Bonds and debentures (Note 3)

Federal
Provincial
Corporate

Cash and short-term investments

S 500,000 S 500,000
i ,828,400 1,828,400

11 ,263,000 l4, 285,000

13,591,400 16,613,400

9,263,636 2,050,031

10,916,010 11,428,892

33,771,046 30,092,323

660,822 624,020
15,390,909 7,575,941

16,051,731 8,199,961

49,822,777 38,292,284

( 2 , 92 7 ,651) (2,709,123)

S46, 895 ,126 S35,583,161

Mortgages

Accrued revenue
Due from sponsoring corporations

Total assets

Accrued claims payable

Net assets (Note 4)

On behalf of Management

. . . . . lr , . . . , . . .. .

See accomanyin notes to financial statements.



NORTHRN TELECOM
HEALTH AN WELFARE TRUST FUN

o Touche Ross

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

1986 1985

Balance of the Fund at January 1 $35,583,161 $28,208,570

Addi tions to the Fund
Contr ibutions

Companies
Employees

Investment income

Balance of the Fund at December 31

24,805,144 19,797,580
3,568,373 3,167,365
3,987,962 3,769,681

32,361,479 26,734,626

20,743,397 19,034,857
306,117 325,178

21,049,514 19,360,035

S46, 895,126 $35,583,161

Total additions

Deductions from the Fund
Claims paid and accrued
Administration expenses

Total deductions

See accomanying notes to financial statements.



o Touche BossNORTHRN TELECOM
HEALTH AND WELFARE TRUST FUND

NOTES TO FINANCIAL STATEMENTS
DECEMBER 3l, 1986

1. Description of the Fund

The Health and Welfare Trust Fund (the IIFundll) 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)

2. 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).



- 2 - o Touche Ross

Northern Telecom
Heal th 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

Federal
Provincial
Corporate

$ 558,125
2,286,250

11,478,391

S14,322,766

4. Future benefit payments and related reserves

a) Plans requiring a series of benefit payments

1985

$ 559,000
2,204,000

14,548,000

$17,311,000

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
payments

Long-term Disability Plan
Survivor Income Benefit Plan
Survivor Transition Benefit Plan

S10,665,874
9,059,300
1,881,269

$21,606,443

Value of
reserves

$ 9,292,138
8,486,566

S 1 7 , 77 8, 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 i Insurance Plan

An actuarial valuation of the Pensioners i 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 ássets reserved for
this plan by approximately $6.7 million assuming an 8% rate of
return.
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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.

c) Plans requiring lump sum payments - Group Life - Part II

On a voluntary basis, employees have the option to purchase
addi tional group life insurance coverage up to age 65. This is
fully employee funded, and the reserves at December 31, 1986
tdtalled S3,971,525.
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Touche Ross & Co.
Chartered Accountants
P,O, Box 12
First Canadian Place
100 King Street West
Toronto, Ontario M5Xl 83
Telephone: 416364-4242
Telex: 065-24310
Telecopier: 416361-0601

o To'uche Ross

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 IlFund") 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 generaiiy 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 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 31, 1988. Chartered Accountants

Touche Ross International
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUN

STATEMENT OF NET ASSETS AS AT DECEMBER 31

1987 1986

Investments
Bonds and debentures (Note 3)

Federal
Provincial
Corporate

Cash and short-term investments

$ 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 S46, 895,126

Mortgages

Accrued revenue
Due from sponsoring corporations

Total assets

Accrued claims payable

Net assets (Note 4)

On behalf of Management

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

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

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

1987 1986

Balance of the Fund at January 1 $46,895,126 S35,583,161

Addi tions to the Fund
Contributions

Companies
Employees

Investment income

Balance of the Fund at December 31

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

Total additions

Deduc tions from the Fund
Claims paid and accrued
Administration expenses

Total deductions

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

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1987

1. Description of the Fund

The Health and Welfare Trust Fund (the "Fundl) 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 i 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 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).
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Northern Telecom
Heal th 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

Federal
Provincial
Corporate

S 530,000
2,096,250
7,391,250

S10,017 ,500

4. Future benefit payments and related reserves

a) Plans requiring a series of benefit payments

1986

S 558,125
2,286,250

11,478,391

$14,322,766

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
payments

Long-term Disability Plan
Survivor Income Benefit Plan
Survivor Transition Benefit Plan

S13,658,793
10,806,161
2,047,557

$26,512,511

Value of
reserves

$ 1 ° i 45 7,061
10,155,434

S20, 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 l Insurance Plan

An actuarial valuation of the Pensioners l 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 1iabili ties 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.



o Touche Ross
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Northern Telecom
Heal th and Welfare Trust Fund
Notes to financial statements
December 31, 1987

Management estimates that the present value of liabilities under
the plan as at December 31, 1987 was S32,900,OOO. The
corresponding value of the assets reserved at that time was

$28,789,471.

c) 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, 1987
totalled $3,423,354.
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ToucM Ross & Co.
Chartered Accountants
P.O. Box 12

First Canadian Place
100 King Street West
Toronto, Ontario M5X 1 B3
Telephone: 416 364-4242

Telccopier: 416 361-0601

o Touche Ross

AUDITORS l 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.

-- / I--~~;'~4.
Toronto, Ontario,
May 29, 1989. Chartered Accountants

Touche Ross International



ö Touche Ross

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31

1988 1987

Investments
Bonds and debentures (Note 3)

Federal
Provincial
Corporate

Cash and short-term investments

$ 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 i 987

65,120,534 55,682,726

(3,303,775) (2,857,406)

$61,816,759 $52,825,320

Mortgages

Accrued revenue
Due from sponsoring corporations

Total assets

Accrued claims payable

Net assets (Note 4)

On behalf of Management

See accompanyin notes to financial statements.



ö Touche Ross
NORTHERN TELECOM

HEALTH AND WELFARE TRUST FUND

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

1988 1987

Balance of the Fund at January 1 S52 ,825,320 S46)895,126

Addi tions to the Fund
Contributions

Companies
Employees

Investment income

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

S61,816,759 S52,825,320

Total additions

Deductions from the Fund
Claims paid and accrued
Administration expenses

Total deductions

Balance of the Fund at December 31

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

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1988

1. 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 i 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 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).
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Northern Telecom
Health and Welfare Trust Fund
Notes to financial statements
December 31, 1988

3. Bonds and debentures

o Touche Ross

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

1988

Federal
Provincial
Corporate

$ 512,750
4,056,250

20,018,106

$24,587 )106

4. Future benefit payments and related reserves

a) Plans requiring a series of benefit payments

1987

S 530,000
2,096,250
7,391,250

S10, 017,500

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
payments

Long-term Disability Plan
Survivor Income Benefit Plan
Survivor Transition Benefit Plan

$18,284,396
12,285,270
2,200,378

$32,770,044

Val ue of
reserves

$13,837,110
11,580,920

$25,418,030

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

b) Plan requiring lump SUm payments - Pensioners r 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 S7. 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.
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Northern Telecom
Heal th and Welfare Trust Fund
Notes to financial statements
December 31, 1988

4. Future benefit payments and related reserves (continued)

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 .

c) 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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5':"~' NORTHERN TELECÓM LIMITED
HEALTH AND WELFAR TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31, 1989*

Cash

Short Term Investments

Canada Trea.sury Bills
Discount Notes

($667,655)

Mortgages

National, Trust
Metropoli tan Trust
Other

o
.l , :3 6 l , 2 0..
3,361,201

Bond, Debentures, and Notes

1,472,693
8,444,424

o9,917,117

Canada Bonds
Provinciai Bonds
Corp. Bond Debentures & Notes
Term Deposit & Notes

9,821,173
9,111,941

20,523,343
4,695,390

44,151,847
ACCounts Receivables

Curreiit
Accrued Clatms
Accrued Interest

"

13,248,572
2,983,072
1,150.524

17,382,168Accounts Payable

Accrued Claims Payable
Green Shield
Quebec Bl~e Cross
other

(3,423,319)
(163,220)

o
(9.751)

(3.596.292)
$70,548,3~

*This financiai statement is unàudited and has been prepared
SOlelY-for inclusion with the 1989 T3 T~st Income Ta~
Return and Information Return
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NORTHER TELECOM LIMITED
HEALTH AND WELFAR TRUST FUD

STATEMENT OF CHAGES IN TIlE FUND
FOR THE YEAR ENDED DECEMBER 31. 1989*

Balance of the Fund - January 1
$61,816,759

Addi tions to the FUnd
Contributions

Companies
Employee
Accrued

28,603,481
4,598,796

81,843
Investment Income

Total Addi tions
6,815,166

$4;0 1099,286

Deductions Fro~ the Fund
Claims paid and accrued
Administration Fees
Mortgages Service Fees
Bank Charges
Miscellaneous

30,842,305
440 1740
29,008
75,606

o I:
;,1

¡:
iii

1/.1

11
"I.

i/.

,/t
,'i~!
:,:/;'I'
; 

!I:
I'i!

I'
I'

¡:Ii

1:1
'II'

i'l

:;'/

, i I

'/1
'i
:1
ii

!iii
! ;11

:'1

1:1

~otal Deductions

Balance of the Fund December 31
$31, 367,652-

$70,548 r 386

*This financiai statement is unaudited and has been prepared
Solely for inclusion with the 1989 T3 TrUst Income Ta~

-Return and Inf~rmation' Return.
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NORTHRN TELECOM

HEALTH AND WELFARE TRUST FUND

REPURT AN FINANCIAL STATEMENTS

DECEMBER 31, 1990

Deloitte&
Touche

Ö



Deloitte &
Touche

Ö Chartered Accountants
BeE Place
181 Bay Street

Suite 1400
Toronto, Ontario M5J 2V1

Telephone: (416) 601-6150
Telecopier: (416) 601-6151

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 i 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 J 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.

Toronto, Ontario,
June 12, 1991.

))t~itl l~¿
Chartered Accountants



NORTHERN TELECOM
HEALTH AN WELFARE TRUST FUND

STATEMENT OF NET ASSETS AS AT DECEMBER 31

1990 1989
S 000 I S SOOO r s

Investments
Bonds and debentures (Note 3)

Federal $18,640 $ 9,821

Provincial 15,813 9,112

Corporate 11,766 25,219

46 l 219 44,152

Cash and short-term investments 9,513 2,693

Mortgages 9,856 9,917

65,588 56 l 762

Accrued revenue i ,549 1,150

Due from sponsoring companies 15,127 16,232

16 J 676 i 7,382

Total assets 82,264 74 J 144

Accrued claims payable (3,810) (3,596)

Net assets (Note 4) $ 78,454 $70,548

On behalf of Management

.. . .. .. .. . .. .. .. .. .. .. .. -. ..

See accomanyin notes to finaciàl statements.
Deloitte &
._ Touchll

Ö



NORTHRN TELECOM
HEALTH AND WELFARE TRUST FUN

STATEMENT OF CHAGES IN NET ASSETS
FOR TH 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
SOOO's

S70,548

29,988
4,328
7,035

41,351

32,927
518

33,445

$78,454

See accomanyin notes to fincial statements.

1989
sOOOIS

$61,817

28,685
4,599
6,815

40,099

30,842
526

31,368

$70,548

Deloitte&
--ul:he

Ö



NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUN

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 1990

1. 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)

2. Sumary 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

Ö
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Northern Telecom
Heal th 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 I S $000 i S

Federal $18.101 $ 9,764

Provincial 15,180 9,163
Corporate 11,333 25,707

$44,614 $44,634

4. Future bertefi t 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 i S $000 i S $000 i S

Long-term Disability Plan $26,764 $19,538 $15,625
Survivor Income Benefit Plan 15,613 15,111 13,623
Survivor Transition Benefit

Plan 2,793

$45,170 $34,649 $29,248

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

Deloltte&
Touche

Ö
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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 r Insurance Plan

An actuarial valuation of the Pensioners t 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 1990,
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 $39,999,000 (1989 -

$45,594,000). The corresponding value of the assets reserved at
that time was $39,479,000 (1989 - $37,893,000).

c) 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&
Jnuche

Ö
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Deloitte&
Touche

o Chartere Accountants
BeE Place
181 Bay Street

Suite 1400
Toronto, Ontario M5J 2V1

Telephone: (416) 60H3150
Telecopier: (416) 601-6151

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 responsibilty of the plan's
Administrator. Our responsibilty is to express an opinion on these financial statements based
on our àudit.

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.

J)e lo~ tt't 1. ~d.
Chartered Accountants

Toronto, Ontario

April 9, 1992
.'f

Delolt Touche

Tohmatu
Intrnational



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

.'f

1991 1990
$OOO's

$20,133 $18,640
23,806 15,813
11,712 11 ,766

55,651 46,219
2,367 9,513

14,259 9.856

72,277 65.588

1,945 1,549

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

FUND BALANCE, JANUARY 1

ADDITIONS TO THE FUND
Contributions

Companies
Employees

Investment income

DEDUCTIONS FROM THE FUND
Claims paid and accrued
Administration expenses

FUND BALANCE, DECEMBER 31

.'f

1J 1990
$OOO's

$78.454 $70,548

28,731 29,988
5,395 4,328
7,832 7,035

41 .958 41 ,351

35,180 32,927
610 518

35.790 33.445

$84,622 $78,454



NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

NOTES TO THE FINANCIAL STATEMENTS
December 31, 1991

1. DESCRIPTION OF THE FUND

The Health and Welfare Trust fund (the "Fund"1 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

(al Long-term Disabilty Plan

(bl Survivor Income Benefit Plan

(cl Pensioners' Insurance Plan

(dl Employee-financed Group Life Plan (Group Life - Part III

Paid as Incurred Plans

(e) Dental Plan

(f) Extended Health Plan

(gl Survivor Transition Benefit Plan

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

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

(al Investments

All investments are recorded at cost.

(bl 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 waims 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 entailng 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
$OOO's

Federal
Provincial
Corporate

$21,389
25,646
12,318

$18,101
15,180
11,333

$59,353 $44,614

During the year, the Fund purchased mortgage investments totallng $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 valuè 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
Present Value

of Future Value of
Payments Reserves

$OOO's

1990

Value of
Reserves

$OOO's

Long-term Disabilty Plan
Survivor Income Benefit Plan
Survivor Transition Benefit Plan

$31,775
16,002
2,779

$ 50,556

$19,990
16,660

$19,538
15,111

$36,650 $34,649

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.
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

NOTES TO THE FINANCIAL STATEMENTS
December 31, 1991

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES (continued)

(b) (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 liabilties for this plan
by approximately $1.6 milion 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 - $39,479,000).

(c) 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,
1991 totalled $6,335,000 (1990 - $4,326,000).

.'f
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/'ì NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

"

FINANCIAL STATEMENTS

December 31, 1992



Deloitte &
Touche

o Chartered Accountants
BeE Place
181 Bay Street

Suite 1400
Toronto, Ontario M5J 2V1

Telephone: (416) 601-6150
Telecopier: (416) 601-6151

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 requite 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 staternent presentation.

. I

')

In our opinion, these financial statements present fairly, in all material respects, the net assets
of the Fund as at December 31, 1 992 and the changes in its net assets for the year then ended
in accordance with generally accepted accounting principles.

\ ~
J)e. \o'i.tre.!. I 04c.

Chartered Accountants

Toronto, Ontario

March 31. 1993

Deloitte Touche
Tohmatsu
International



INVESTMENTS (Note 3)
Bonds and debentures

Federal
Provincial
Corporate

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

STATEMENT OF NET ASSETS
December 31, 1992

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

1992 1991
$OOO's

$36,882 $20,133
27,258 23,806

9,525 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)

$90,184 $84,622
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

STATEMENT OF CHANGES IN NET ASSETS
Year ended December 31, 1992

FUND BALANCE, JANUARY 1

ADDITIONS TO THË FUND
Contributions

Sponsoring companies
Employees

Invèstment income

Interest
Realized gain on disposition

)
DEDUCTIONS FROM THE FUND

Claims paid and accrued
Administration expenses

FUND BALANCE, DECEMBER 31

)

1992 1991
$OOO's

$84,622 $78,454

33,817 28,731
5,315 5,395

7,559 7,393
1 ,231 439

47,922 41 ,958

41,558 35,180
802 610

42,360 35,790

$90,184 $84,622
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

NOTES TO THE FINANCIAL STATEMENTS
December 31, 1992

1. DËSCRIf'TION 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 Plans

(a) Long-term Disabilty 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

If) Extended Health Plan

(g) Survivor Transition Benefit Plan

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

2. 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, 1 992

3. INVESTMENTS

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

1992 1991
$OOO's

Federal
Provincial
Corporate

$37,972
28,985

9,967

)
$76,924

$ 21,389
25,646
12.318

$ 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 1991, the Fund purchased mortgage
investments totallng $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, 1992 in
respect of claims which commenced before that date and the related value of assets
reserved in the Fund are as follows:

1992
Present Value
of Future Value of
Payments Reserves

$OOO's

Long-term Disabilty Plan
Survivor Income Benefit Plan
Survivor Transition Benefit Plan

$20,080
18,251

$46,794
19,185
3,056

$69,035 $38,331

1991
Present Value

of Future

Payments
$OOO's

$31,775
16,002
2,779

Value of
Reserves

$19,990
16,660

$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

4. FUTURE BENEFIT PAYMENTS AND RELATED RESERVES (continued)

(b) (cöntinued)

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 millon 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 liabilties 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),

(c) Plan requiring lump sum payments - Gröup Life - Part "

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 31, 1993



Deloitte&
Touche

o Chartered Accountants
BeE Place
181 Bay Street

Suite 1400
Toronto, Ontario M5J 2V1

Telephone: (416) 601-6150
Telecopier: (416) 601-6151

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 auditíng 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.

. --
J)Llø"Xk 1. 1 ~
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

INVESTMENiS (Note 3)
Bonds and debentures

Federal
Provincial
Corporate

Insured contracts

Cash and short-term investments
Mortgages

$ 24,615 $ 36,882
15,382 27,258
7,489 9,525

47,486 73,665

18,105
11,015 (172)
5,417 1,985

82,023 75,478

1,312 1,746

24,550 17,622

25,862 19,368

107,885 94,846

(4,735) (4,662)

$103,150 $ 90,184

ACCRUED INTEREST

DUE FROM SPONSORING COMPANIES

TOTAL ASSETS

ACCRUED CLAIMS PAYABLE

NET ASSETS (Note 4)

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 1992

FUND BALANCE, JANUARY 1 $ 90,184 $ 84,622

ADDITIONS TO THE FUND
Contri buti ons

Sponsoring companies 43,226 33,817
Employees 5,262 5,315

Investment income

Interest 8,418 7,559
Realized gain on disposition ',866 1,231

58,772 47,922

DEDUCTIONS FROM THE FUND
Claims paid and accrued (Note 4) 44,956 41,558
Administrative expenses 850 802

45,806 42,360

FUND BALANCE, DECEMBER 31 $103,150 $ 90,184

Page 2 of 5



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

(9) Survivor Transition Benefit Plan

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

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, 1993

3. INVESTMENTS

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

1993 1992
$OOO's

Bonds and debentures
Federal
Provincial
Corporate

$ 27,054
18,974
8,628

$ 54,656

$ 37,972
28,985

9,967

$ 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

Fund for Retired Employees.

4. 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 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, 1993 in respect of claims which commenced before that date and the
related value of assets reserved in the Fund are as follows:

1993
Present Value

of Future
Payments

$OOO's

Value of
Reserves

1992
Present Value

of Future
Payments

$OOO's
Long-term

Disability Plan
Survivor Income

Benefit Plan

Survivor Transition
Benefit Plan

$ 51,366 $ 24,845 $ 46,794

19,332 20,271 19,185

3,152
$ 73,850

3,056
$ 69,035$ 45,116 $ 38,331

Value of
Reserves

$ 20,080

18,251

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) 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, 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, 1993 was $49,197,000 (1992 - $46,159,000). The corresponding
value of the assets reserved atthat time was $46,552,000 (1992. $43,231,000),

Ie) 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 value of the assets reserved at

December 31, 1993 totalled $11,482,000 (1992 - $8,622,000).

Page 5 of 5
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Financial Statements of

NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND

December 31, 1994



Deloitte &
Touche

o Chartered Accountants
BeE Place
181 Bay Street

Suite 1400
Toronto, Ontario M5J 2V1

Telephone: (416) 601-6150
Telecopier: (416) 601-6151

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 responsibilty 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.

J)el()Ct L' ;:d.

Chartered Accountants

Toronto, Ontario

March 22, 1995

Deloilte 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
Provincial
Corporate

Insured contracts

Cash and short-term investments
Mortgages

$ 31,149 $ 24,615
24,686 15,382

7,985 7,489
63,820 47,486

16,537 18,105
5,360 11,015
5,164 5,417

90,881 82,023

1,471 1,312

22,401 24,550
23,872 25,862

114,753 107,885

(4,908) (4,735)

$109,845 $103,150

ACCRUED INTEREST

DUE FROM SPONSORING COMPANIES

TOTAL ASSETS

ACCRUED CLAIMS PAYABLE

NET ASSETS (Note 4)

ON BEHALF OF NORTHERN TELECOM LIMITED

. . I . . . .. . . . . I . " " . . .. . . . . . . . . . I . . . . .. . . . .. . . . . . . . . , . . ~ . . " . . . . . . . . . . . I . . .. .
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND
Staternent of Changes in Net Assets
Year ended December 31, 1994
(in thousands of dollars)

1994 1993

FUND BALANCE, JANUARY 1 $103,150 $ 90,184

ADDITIONS'TO THE FUND
Contributions

Sponsoring companies 44,923 43,226
Employees 2,558 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 45,806

FUND BALANCE, DECEMBER 31 $109,845 $103,150

Page 2 of 5



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 În 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)

Paíd-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.

(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
$OOO's

Bonds and debentures
Federal
Provincial
Corporate

$ 29,252
23,966
8,062

$ 61,280

$ 27,054
18,974
8,628

$ 54,656

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
Present Value

of Future
Payments

$OOO's

1993
Present Value

of Future

Payments
$000'5

Value of
Reserves

Long-term
Disability Plan $ 59,570

Survivor Income
Benefit Plan 18,617

Survivor Transition
Benefit Plan 3,229

$ 81,416

$28,197 $ 51,366

20,784 19,332

$ 48,981

3,152
$ 73,850

Value of
Reserves

$ 24,845

20,271

$ 45,116

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, 1994

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, 1993,
indicates that, at that date, the actuarial liabilties 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.

Managernent 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).

(c) 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 value of the assets reserved at

December 31, 1994 totalled $12,278,000 (1993 - $11,482,000).

Page 5 of 5
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Deloitte &
Touche

o Chartered Accountants
BeE Place
181 Bay Street

Suite 1400
Toronto, Ontario M5J 2V1

Telephone: (416)601-6150
Telecopier: (416) 601-6151

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 responsibilty 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 rnaterial 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)e.ll)~'tt. J.-/~J.
Chartered Accountants

Toronto, Ontario

June 12, 1996

Deloltte Touche
Tohmatsu
International
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NORTHERN TELECOM
HEALTH AND WELFARE TRUST FUND
Statement of Net Assets Available fòr Benefits
December 31. 1995

(in thousands of dollars.

1995 1994

INVESTMENTS (Note 31
Bonds and debentures

Federal
Provincial
Corporate

Insured contracts

Mortgages
Cash and short-term investments

$ 44,242 $ 31,149
23,731 24,686
6,979 7,985

74,952 63,820

15,071 16,537
3,930 5,164
1,997 5,360

95,950 90,881

1,821 1,471

21.666 22,401

23,487 23,872
119,437 114,753

(4,1651 (4,908)

$115,272 $109,845

ACCRUED INTEREST

DUE FROM SPONSORING COMPANIES

TOT AL ASSETS

ACCRUED CLAIMS PAYABLE

NETASSETS AVAILABLE FOR BENEFITS (Note 4)

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 Décember 31, 1995
lin thousands of dollars)

1995 1994

FUND BALANCE, JANUARY 1 $169,845 $103,150

ADDITIONS TO THE FUND
Contributions

Sponsoring companies
Employees

Investment income
Interest
Realized loss on disposition

FUND BALANCE, DECEMBER 31

48,047 44,923
4,049 2,558

8,798 8,161
(259) (152)

60,635 55,490

54,143 48,110
1,065 685

55,208 48,795

$115,272 $109,845

DEDUCTIONS FROM THE FUND
Claims paid and accrued (Note 4)
Administrative expenses
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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 Disabilty 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

If Extended Health Plan

(9) Survivor Transition Benefit Plan

(hI 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 tor 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
$OOO's

Bonds and debentures
Federal
Provincial
Corporate

$ 46;640
26,464

7,735
80,839

15,071
3,954
1,997

$101,861

Insured contracts

Mortgages
Cash and short-term investments

4. FUTURE BENEJ=IT PAYMENTS AND RELATED RESERVES

$ 29,252
23,966
8,062

61,280

13,219
5,097
5,360

$ 84,956

At December 31, 1995, the estimated present value of obligations under the various
bel1efit 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:

(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 clairns 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

$000'5 $OOO'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

Benefit Plan 4,041 3,229
$ 96,061 $ 81,416 $ 48,981

The actual benefit payments Bre charged againstthe 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, 1996

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, 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 reserved at that time was $50,207,000 (1994 -
$48,586,000).

(c) 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 cost value of the assets reserved
at December 31,1995 totalled $14,975,000 (1994 - $ 12,278,000).
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Deloitte &
Touche

o Chartered Accountants
BeE Place
181 Bay Street

Suite 1400
Toronto, Ontario M5J 2V1

Telephone: (416) 601-150
Telecopier: (416) 601-151

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 3 i, 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 3 i, 1996 and the changes in net assets available for
benefits for the year then ended in accordance with generally accepted accounting principles.~
J)t-'o'~A. I ~~

Chartered Accountants

Toronto, Ontario

March 28, 1997

Deloitte Touche
Tohmatsu
International



NORTHERN TELECOM HEALTH AND
WELFARE TRUST FUND
Statement of Net Assets Available for BeÌ1efits
December 31, 1996

(in thousands of dollars)

Insured contracts
Mortgages
Cash and short-term investments

1996 1995

$ 40,696 $ 44,242
27,337 23,731
11,975 6,979

80,008 74,952

13,689 15,071
2,773 3,930
3,208 1,997

99,678 95,950

1,671 1,821

27,771 21,666

129,120 119,437

(4,170) (4,165)
$124,950 $ 115,272

INESTMENTS (Note 3)
Bonds and debentures

Federal
Provincial
Corporate

ACCRUED INTEREST

DUE FROM SPONSORlNG COMPANIES

TOTAL ASSETS

ACCRUED CLAIMS PAYABLE

NET ASSETS AVAILABLE FOR BENEFITS (Note 4)

ON BEHALF OF NORTHERN TELECOM LIMITED

:k'
'''''''''''~;g''''''''=f~"i2ed!""""",,,,,
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NORTHERN TELECOM HEALTH AND
WELFARE TRUST FUND
Statement of Changes in Net Assets AvaIÌable forBenefits
Year ended December 31,1996
(in thousands of dollars)

1996 1995

FUND BALANCE, JANUARY i $ 115,272 $ i 09,845

ADDITIONS TO THE FUND
Contributions

Sponsoring companies
Employees

Investment income
Interest
Realized loss on disposition

53,757 48,047
3,654 4,049

8,843 8,798

(39) (259)
66,215 60,635

55,431 54,143
1,106 1,065

56,537 55,208

$124,950 $ i 15,272

DEDUCTIONS FROM THE FUND
Claims paid and accrued (Note 4)
Administrative expenses

FUND BALANCE, DECEMBER 31
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NORTHERN TELECOM HEALTH AND
WELFARE TRUST FUND
Notes to the Financial Statements
December 31, 1996

1. DESCRITION OF THE FU

The Health and Welfare Tnist 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 Disabilty 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

(t) 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 ofthe 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)).

(c) Use of estimates

The preparation of the Fund's financial statements in confortity with generally accepted

accounting principles requires management to make estimates and assumptioris that âffect the
reported amounts of assets and liabilties and disclosures of contingent assets and liabilities at
the date of the financial statements and the reported 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 aU 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
$OOO's

Bonds and debentures
Federal
Provincial
Corporate

$ 44,942

32,053
13,142

90,137

$ 46,640

26,464
7,735

80,839

Mortgages
Cash and short-term investments

2,839
3,208

3,954
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 1 1.92%.

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 òf 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. FUTUR BENEFIT PAYMENTS AN 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
arc as follows:

1996 1995

Present Value Cost Present Value Cost
of Future Value of of Future Value of

Payments Reserves Payments Reserves
$OOO's $OOO's

Long-term Disabilty 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 1, 1993, indicates that, at
that date, the actuarial liabilties 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, I 25,000 (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 II

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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Deloitte&
Touche

o Chartered Accountants
BeE Place
181 Bay Street
Suite 1400
Toronto, Ontario M5J 2V1

Telephone: (416) 601-6150
Facsimile: (416) 601-6151
www.deloitte.ca

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, i 997 and the changes in net assets available for
benefits for the year then ended in accordance with generally accepted accounting principles.

Jl\~:ttu í n.¡
Chartered Accountants

Toronto, Ontario

May 15, 1998

Deloitte Touche
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
Provincial
Corporate

TOTAL ASSETS

$ 42,101 $ 40,696

28,428 27,337
18,807 11,975

89,336 80,008

12,386 13,689
616 2,773

3,145 3,208

105,483 99,678

1,747 1,671

32,213 27,771

33,960 29,442

139,443 129,120

(5,934) (4,170)
$ 133,509 $ 124,950

i nsured contracts
Mortgages
Cash and short tenn investments

ACCRUED INTEREST

DUE FROM SPONSORING COMPANIES

ACCRUED CLAIMS PAY ABLE

NET ASSETS A V AILABLE FOR BENEFITS (Note 4)

ON BEHALF. OF NORTHERN TELECOM LIMITED

.........C2l.~A'""ll,................................
i
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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, JANARY 1 $ 124,950 $115,272

ADDITIONS TO THE FUND
Contributions

Sponsoring companies
Employees

Investment income
Interest
Realized loss on disposition

57,954 53,757
3,171 3,654

9,295 8,843

(92) (39)
70,328 66,215

DEDUCTIONS FROM THE FUND
Claims paid and accrued (Note 4)
Administration expenses

60,674
1,095

61,769

55,431

1,106

56;537

FUND BALANCE, nECEMBER 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. DESCRITION OF THE FUN

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 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 WELFAR TRUST FUND
Notes to the Financial Statements
December 31, 1997

3. INESTMENTS

The purpose of the Fund is to fund the employee benefits program for all eligible employees ofthe
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 Decem ber 31, 1997 are as follows:

1997 1996

$'000 $'000

Federal $ 48,630 $ 44,942

Provincial 36,513 32,053

Corporate 20,728 13,142

$ 105,871 $ 90,137

Mortgages $ 616 $ 2,839

Cash and short-term investments $ 3,145 $ 3,208

Interest rate risk refers to the adverse consequences of interest rate changes on the Pund'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 uiider the various benefit plans
exceeded the value of reserved assets in the Fund. The fuiiding 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 anticípated 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 Stateinents
December 31, 1997

4. FUTUR BENEFIT PAYMENTS AN RELATED RESERVES (continued)

(a) Plans requiring a series of 
benefit payments (continued)

1997
Present
value Cost

of future value of

payments reserves
($'000)

1996
Present
value Cost

of future value of

payments reserves
($'000)

Long-term Disability Plan $ 77,316 $ 39,821 $ 73,362 $ 35,001

Survivor Income Benefit Plan 20j615 20,056 21,009 20,309

Survivor Transition Benefit Plan 3,052 4,105

$100,983 $ 59j877 $ 98,476 $55,310

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 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).

(c) Plan requiring lump sum payments - Group Life - Part i 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, 1997
totalled $19,592,000 (1996 - $17,929,000).
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lI-
~ORTEE~ TELECOM
ImXH Ai WELJ;ARE TRUST :F
Statement of Net Assets Available for Benefits
DèCÐiier 3,1 , 1998,
(in thousands of dolla~B)

lDNUDlTEi:

I~SXM~S (~ote 3)
Bonds and debentures

Pede:ia1
Pi;ovincia,i
Corporate

1998 1997

$43,719
31,412
2"1,496

$42,101
28,428
IB,807

99,627 89,336¡nsured eontracts
.zortgages ,
Cash and short tQ~ inves~enta

11,491
SSO

4,114
12.386

616
3,145

115,782 105,483
ACCRma IN'ST

2,071 1,747DUE FROM S¡iOliSORI!iG COllANIJiS
33,756 32,213

rO~AL ASSETS 151,60935,827 33,960

~CCRUED CLArM PAYABLE (7, 40l)
reT ASSETS AVAILALE FOR aENEFITS (Note $144.208

139,443

(5,934)

$133,50S

iN EE:p' OF NOR'J 'lIiCOM tIMITED

. . .. .. .. .. . .. .. .. . . . .. . . .. . . .. + .. .. .. .. .. .. . .. .. . . . .. .. .. ..
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(UNArm nED) ,

dORTHERN TELECOM
aETa AN WELFAR TRUST FUN
Statement of Changes in Net Assets Available 'for Benefits
Year ended Oeoomber, 31, 1998

(in thouaands of dollars)

1998 199'7

FU BALCE , J~ARY i $133,509 si24,950
ADDITiO~ TO ~aE ~

Con tribu tians
Sponsoring Companies
.Ep1oyees

J:nvest:ent inaoie
:iIltQrest
Realized gain (loss) on diBposition

63,366
4,043 57,954

3,171
9,,586

(!î6B)
9,:295

(9.2)

76,447 70,326

DEDUC~iON FRO~ TnE FUN
Ci~imB paid ~d aCC~ed (UotQ 4)
Admi"~Btration ~penses 64,599

1,149
60,674
1,095

65,748 61,769

~ . aALACi; , IlkC.eER 31 $144,208 .$133,509
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~~ERN TELI:COM (IrAUDITEi:
"'iÍEATH AN WELFAR 'lRUST FU
Notes to the Pinanclal Statements
Decemer 31, 1998

i. D£SCRJ:PTl:ON OF TH ~UN

The Ha~¡th and Welfare Trust Fund (the -Fund-) was e5ta~lished by
Northern Telec~ LXited on Janua~ 1,1980 in Order to fund the amplQyee
be~efits program tor all el~gible employees o£ Northern Telecom Limited
and its Canadian SUbsidiaries (oollectively, the .C~any.) under the
fo11o~ng plans;

Ri%se%"d pi aua

a) Loug~te~ D~aability pian
b) Surivo:t Xn~om6 ~enefit Plan

0) PeuBioners' ~nsurance ~ian

Paid as In~urred PJ ana

d) EmploYQe~fin$Uaed Group Life Plan (Group ~ife _ Part 11)

e) Dental Plan

£) ~tBnded Realth Plan

g) S~rvi~or Transition Benefit Elan

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

SUy OF SrGUFrc~T ACCOUNING POLIC!ES

The significant accounting policies of the Fund are:

a) J:nvestJlénta

All investments are recorded at cost.
b) ACcrued claims payable

Accruala have been made fOr the unpaid claims inc~6d and recai ved
undex- the various plans to year end da te. AcarualB are not made
for future payments in respect of claims received unde~ benefit
plana entailing a regular serios of payments (~ot6 4a).
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',' mWUmTTED)
,..k~iiER. TELECOM

", "'RET.E AN WELP,A.E '¡RUST PON
~oteB to the Financial Statements
DQceie~ 31, 1998

3 . IN\SnmS
The purose o£ the Fud is to fund the employee benef~ t program for all eligible ~ployee
of the Comany. The Company has èstablished ÏQVeBtment objQ~tiveB and guidelines for the
Fund.
The Fund' s per~or.oe is Bubject to ~rket and other rieks. ~he m~~~ market and credit
expo~ure of the Fud ~B represented by the fair value of the investments at that point in
time . The fair values of the inveg~entg (excluding the insured contrauts for which fair
values are not readily available) as at Decemer 31,199B are as follow,

Federal
Provincial
COi;orate

1998
1..9 .97

$000'9

$51,720 $48.63041,519 36,51326,655, 20,728

.$119,.904 $105,87i
$550 $616$4,114 $3,20B

MO;itgages
Cash and shore-ter. ìnveS~ents

~nterèst rate riøk rerers to the adverse consequences of intei;est race changee on the Fund
cash ~lowø, financiai posi tion ~nd income. An increase in intsrest rate wiii decrease the
fair ~aluB .of tbe ~undl~ investments. The bonds and dabentu~ea have maturities up to
February 2031 and COUpon rates between 5. ii and 12% . The insured øontracts have effective
interest rates between 11'.S75'i and 11.9:2\.

4. PUTURE I:ENP~T PA'nJlS Am :RELATED RESE:RVES

At Dacamer 31, 1998, ths est~~tød value of oh11gations under the various
benefit plans ~oeedBd the value of roserved assets in the Fud. ~he £unding
status of the Reserved Plans and Survivor Transition Benefit ~lan at year e~d
is as follows:

a) Plans requiring a ser~ea of benefit payments

Certain plana entail a regula~ aeries of benafit payments to ~
cla~nt. The estimated present value of the future payments
antioipated to be made after December 31, 1998 in respect of claims
whieh com~ced before that date and the related value of assets
rÐße~ed in the Pund are as follOwS:

1998
Present value
of future Value of
payments ReseryeUi

$000 i S

1997
Present value
of future Value of
paye. Reserves

$000 i S
Long- term Disabili ty PlaQ
Surivor Incoma Be;Qerit l'liin
Survi~or Transition B~efit Plan

$81,330
20,529
4,345

$48,046
3.9,692

$77,316
~O, 6i5
3,05.2

$39,821
20.056

$i06,204 $67.738 $ioo,9S3 S59, B77ThQ aotual benèt~t payments are ahargad against the ~und in the
period in whiCh they are paid.
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, I' !IW!JIÁEIlORTHm:.IlL:eCOll
HE:Ta ji..~LFA: TRUST PUN
Notes tp"d:.le Financial Statements
Decemb~~31, 1998

.~~~'.:"

4.
I'l,i

R~ IJID"",u' PAYM~S AN RELATED RESERVES (cont.in,\\ed)
:'1

b) P1an ~equ~ing lump sum payments - PenS~oners i Insurance PI~n
An actuarial valUation of tne Pensioner i Insurance Plan is
pe~formQd by an ~dependent actuary every three ye~s.

The mast ~eoent actuarial valuation of this plan, dated as at
a~uary 01, 1998, indicates that, ~t that date, the actuarial liabilities
amounted to $60.058,000 and the assets amount to $54,040,000. Therefore,
there exi~ts a iunding deficiency of $6, 01S, 000
The inte~Bt rate actuarial assumption is 6.0% peE annum,

Management estimates that the present value of liabilities unde~
the plan as at Decemer 31, 1998 ~s $62,633,000 (1997-$60,056,000). The
ao~esponding value of the assets reserved at that t~e was $55, ~7õ, 000
(1997 - $54,040,000)

c) Plan ;iequir.ing li. sum pa.yients - Group L.ife _ Part 11

Emp¡oyeas have the option to purChaBe additional group life insuranoe
Coverage up to age 6S. This iø fuii~ Qmp¡oyea funded, and t~e value of the
assets reserved at Deoemer 31,1998 totaled $ 20,994,000 (1997-
n.9.592,OOO) .
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Financial Statements of
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December 31,1999



Deloltte & Touche LLP
BeE Place
181 Bay Street, Suite 1400
Toronto, ON MSJ 2V1
Canada

Tei:(416) 6016150
Fax: (416) 6016151
www.deloitte.ca Deloitte

&Touche

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 fot 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 perfonn 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.

1)~ \. .,tt !-Ii:': LI.P
Chartered Accountants

Toronto, Ontario
May 12,2000

Deloitte
Touche
Tohmatsu
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NORTEL NETWORKS
HEAL TH 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
Provincial
Corporate

Insured contracts
Mortgages
Cash and short term investments

$ 44,119 $ 43,719
51,367 31,412
27,426 24,496

122,912 99,627

9,521 Il,49l
482 550

7;683 4,114

140,598 115,782

2;199 2,071

34,706 33,756

36,905 35,827

177,503 151,609

(10,169) (7,401)
$ 167,334 $ 144,208

ACCRUED INTEREST

DUE FROM SPONSORING COMPANY

TOTAL ASSETS

ACCRUED CLAIMS PAY ABLE
NET ASSETS AVAILABLE FOR BENEFITS (Note 4).

ON BEHALF Of NORTEL NETWORKS CORPORATION

..~......................
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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 I, 1980 in order to fund the employee benefits program for all
eligible employees of Norte I 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) 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
HEAL TH 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 perfonnance 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 $ 7,683 . $ .4,114

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 wil 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. FUTUR BENEFIT PAYMENTS AND RELATED RESERVES

As at December3l, 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

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
Present Cost
Value Value of
of Future Reserved

Payments Assets
($'000)

1998
Present Cost
Value Value of

of Future Reserved

Payments Assets
($'000)

$ 77,586

$ 81,330
20,529

4,345

$ 106,204

$ 48,046
19,692

Long~tenn Disabilty Plan
SurVivor Income Benefit Plan
Survivor Transition Benefit Plan

$ 84,742

20,115
4,070

$ 108,927

$ 58,169

19,417

$ 67,738

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 I, 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 $6,0 18,000. 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.

(c) 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 value of the assets reserved at December 31, i 999

totalled $25,175,502 (1998 - $20,994,000).
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Deloitte & Touche LLP
BCE Place

181 Bay Street, Suite 1400
Toronto, ON M5J 2V1
Canada

Tel: (416) 6016150
Fax: (416) 6016151
www.deloítte.ca Deloitte

&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 3 i, 2000 ånd 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 Norte i Networks Limited. Our responsibility is to express an opinion on these financial
statements based on our aud it.

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 examin ing, 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 3 i, 2000 and the changes in net assets avai ¡able for benefits for
the year then ended in accordance with Canadian generally accepted accounting principles.--
J) \t;..tt ~ , ~ J. J- p

Chartered Accountants

Toronto, Ontario
June 13,200 i

Deloitte
Touche
Tohmatsu
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Statement of Net Assets Available for Benefits
Decembei" 31,2000
(in thousands of dollars)

2000 1999

INVESTMENTS (Note 3)
Bonds and debentures

Federal
Provincial
Corporate

Insured contracts
Mortgages
Cash and short-term investments

$ 38,675 $ 44,119
59,831 51,367
28,425 27,426

126,931 122,912

8,278 9,521
421 482

7,250 7,683

142,880 140,598

2,657 2,199

29,697 34,706
32,354 36,905

175,234 177,503

(8,933) ( i 0,169)
$ 166,301 $ 167,334

ACCRUED INTEREST

DUE FROM SPONSORING COMPANY

TOTAL ASSETS

ACCRUED CLAIMS PAYABLE
NET ASSETS AVAILABLE FOR BENEFITS (Note 4)

ON BEHALF OF NORTEL NETWORKS LIMITED~~J.Æ ~ __
...............,' . r.~.Jl:~l.. '¡ ......................................................, ~
.......G~.~.....
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NORTEL NETWORKS
HEAL TH 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 compan.y

Employees
Investment income

Interest
Realized (loss) gain on disposition

61,300 79,797
2,015 3,927

10,623 9,855

(744) 29

73,194 93,608

73,422 69,611
805 871

74,227 70,482

$ 166,301 $ 167,334

DECREASE IN NET ASSETS
Claims paid and accrued (Note 4)
Administration expenses

CLOSING NET ASSETS AVAILABLE FOR BENEFITS
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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 Norte! 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

(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) 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 fair values are not readily
available) as at December 3 i, 2000 are as follows:

2000 1999
$'000 $'000

Bonds and debentures
Federal $ 43,559 $ 47,010

Provincial 67,462 55,413

Corporate 29,177 27,344

$ 140,198 $ 129,767

Mortgages $ 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
1 i .87% and 1 1.92%.
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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 3 i, 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 3 I, 2000 in respect of
claims which commenced before that date and the related value of assets reserved in the Fund
are as follows:

2000
Present Cost
Value Value of

of Future Reserved
Payments Assets

($'000)

1999
Present Cost
Value Value of

of Future Reserved
Payments Assets

($'000)

Long-term Disability Plan
Survivor Income Benefit Plan
Survivor Transition Benefit Plan

$ 75,742
18,583
3,841

$ 98,166

$ 63,900
18,859

$ 84,742
20,115
4,070

$ 108,927

$ 58,169
19,417

$ 82,759 $ 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 3 i, 2000 was $59, i 43 ,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 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, 2000
totalled $24,399,000 (1999 - $25,176,000).
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Deloitte & Touche LLP
BCE Place

1 B 1 Bay Street, Suite 1400
Toronto,ON MSJ 2V1

Canada

Tel:(416) 6016150
Fax: (416) 6016151
www.deloitte.ca Deloitte

&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 TrustFund (the "Fund") as at December31, 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 accotdance with Canadian generally accepted auditing standards. Those
standards requite 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, 200 i and the changes in net assets available for benefits for
the year then ended in accordance with Canadian generally accepted accounting principles.--
j) \o',,1:), i ~ L /.1'
Chartered Accountants

Toronto, Ontario

May 6, 2002

DeÐoitte
louche
lohmiit$1i
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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
Provincial
Corporate

Insured contracts
Mortgages
Cash and short-term investments

$ 39,626 $ 38,675
65,635 59,831
27,430 28,425

132,691 126,931

7,150 8,278
374 421

4,545 7,250

144,760 142,880

2,018 2,657

29,825 29,697

31,843 32,354

176,603 175,234

(9,113) (8,933)
$ 167,490 $ 166,301

ACCRUED INTEREST

DUE FROM SPONSORING COMPANY

TOTAL ASSETS

ACCRUED CLAIMS PAYABLE
NET ASSETS AVAILABLE FOR BENEFITS (Note 4)

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, 2001
(in thousands of dollars)

2001 2000

OPENING NET ASSETS A V AILABLE FOR BENEFITS $ 166;301 Llp7i334

INCREASE IN NET ASSETS
Contri butions

Sponsoring company
Employees

Investment income
Interest
Realized loss on disposition

CLOSING NET ASSETS AVAILABLE FOR BENEFITS

71,319 61,300

2,107 2,015

10,233 10,623

(136) (744)
83,523 73,194

81,616 73,422
718 805

82,334 74,227

$ 167,490 $ 166,301

DECREASE IN NET ASSETS
Claims paid and accrued (Note 4)
Administration expenses
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NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Notes to the Financial Statements
December 31,2001

1. DESCRITION 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 Norte 1 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

(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) 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 einployee 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, 2001 are as follows:

2001 2000
$'000 $'000

Bonds and debentures
Federal $ 44,318 $ 43,559

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 Funds 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. FUTUR 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
Present Cost
Value Value of

of Future Reserved
Payments Assets

($'000)

2000
Present Cost
Value Value of

of Future Reserved
Payments Assets

($000)

Long-term Disability Plan
Survivor Income Benefit Plan
Survivor Transition Benefit Plan

$ 97,082
19,335
2,861

$ 119,278

$ 67,620
18,315

$ 75,742
18,583
3,841

$ 98,166

$ 63,900
18,859

$ 85,935 $ 82,759

The actual benetìt 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 3 I, 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 3 i, 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 "Fimd") 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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NOR TEL NETWORKS
HEAL TH 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
Provincial
Corporate

Insured contracts
Mortgages
Cash and short-term investments

32081 $ 39,626...'....,.,..
... 74~839 65,635
'.' '.. 25,462 27,430

132,382 132,691

6,803 7,150
321 374

5,332 4,545

144,838 144,760

2,938 2,018

27,759 29,825

30,697 31,843

175,535 176,603

(7,859) (9,113)
$ 167,676 $ 167,490

ACCRUED INTEREST

DUE FROM SPONSORING COMPANY

TOTAL ASSETS

ACCRUED CLAIMS PAYABLE (Note 2)
NET ASSETS AVAILABLE FOR BENEFIS (Note 4)

ON BEHAF OF NORTEL NETWORKS LIMITED

....ø...............................M...............................................................
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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 A V AILABLE FOR BENEFITS $ 167,490 $ 166,301

INCREASE IN NET ASSETS
Contributions

Sponsoring company
Employees

Investment income
Interest

58,277:.' ....
'3,694: .

68,835
. 459Í" '. . .

!.... ::.8,143

70,114
10,097
83,523

DECREASE IN NET ASSETS
Claims paid and accrued (Note 4)
Administration expenses (Note 5)

CLOSING NET ASSETS AVAILABLE FOR BENEFITS

68,394
.................1,534

69,928

$ 167,676

81,616
718

82,334

$ 167,490

Nortel-Networks-Hea/th-Welfare-12R.cfac,xls: 10/15/2003: 3:13 PM Page 2 of6



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 NOTtel Networks Limited (the
"Administrator") on January 1, 1980 in order to fund the employee benefits program for all eligible
employees of Nottel Networks Limited and its Canadian subsidiares (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) Investments

All investments are recorded at cost. Ihterestincömeôri mvestmèrits is recó:rdedOhan 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 - ratedplaiis;' sùch asthë Gtoüp Lite Elåús;pi'eitiriiiie;fêiïsejsactrued to the
year-end dateaiid anY -experieiicegain- of lössiŠiet1eCtêdiütiiêasêòúiù~\Vh~iisettied in the
folluwiii¡;(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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NOR TEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Notes to the Financial Statements
December 31, 2002

3. INESTMENTS

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 insütedcOntracts for which fair valües arenotreiidily
available) as at December 31, 2002 are as follows:

Cash and short-term investments

2002 2001
$'000 $'000

$ 39,058 $ 44,318
86,397 73,466
28,349 28,915

$ 153,804 $ 146,699

$ 321 $ 374

$ 5,332 $ 4,545

Bonds and debentures
Federal
Provincial
Corporate

Mortgages

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 irivestiri.en.tS in.clude. refundable.' deposits of $200,000 (2001.c $200,000) and
$120,000' (200 L '- ill) that háv~ bé~ii 'ciipos.itediii &bêtiritywiHi~Stäridàtd Lifeaiid Grê¿u'Shiêldtespectívely. . .. ..' . .... . .
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NOR TEL NETWORKS
HEAL TH 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
claims which commenced before that date and the related value of assets reserved in the Fund
are as follows:

2002
Present Cost
Value Value of

of Future Reserved
Payments Assets

($'000)

2001
Present Cost
Value Value of

of Future Reserved
Payments Assets

($'000)

Long-term Disabilty Plan $ 108,229 $ 72,283
Survivor Income Benefit Plan 18,104 17,606
Survivor Transition Benefit Plan 1,670

$ 128,003 $ 89,889

$ 97,082
19,335
2,861.

$ 119,278

$ 67,620
18,315

$ 85,935

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 actuaral valuation of this Plan, dated as at January 1, 2002, indicates that, at
that date, the actuarial liabilties 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 II accordance with actuarial
reconuendations.

(c) 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 value of the assets reserved at December 31, 2002
totalled $21,211,000 (2001 - $22,844,000).

5 D: IProfiles I SCHROEDSILoco! Settings I Temporary Internet Files I OLK3A INortel-Networks-Health-- Welfare-122.doc: 10/15/03: 3:12 PM Page 5 of6



NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Notes to the Financial Statements
December 31, 2002

5. ADMINISTRATION EXPENSES

Included in administration expenses is an ainounfof $799,000 (2001 ". $ nil) representing alternative
miiiiium taxes paid in the year. An amendment lètter has' been fied with the Canada CustCirns and
Revenue Agency tcirecovei the taxes paid.

6. COMPARATIVE FIGURES

Certain comparåtiVe figures häVe beeii reclassified tòcöhfcihrtb the current year presentatiön.

S D; IProfileslSCHROEDS1LocalSettingsi Temporary Internet FileslOLK3A lNorteJ-Networks-Health--We/fare-122.doc: 10/15/03: 3:12 PM Page 6 of 6
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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

INSTMNTS (Note 3)
Bonds and debentues

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

TAXS irCOVERABLE 799

DUE FROM SPONSORIG COMPAN 19,991 27,759
22,392 31,496

TOTAL ASSETS 173,559 176,334

ACCRUED CLAIS PAYABLE (Note 2) (7,995) (7,859)
NET ASSETS AVAIABLE FOR BENEFITS (Note 4) $ 165,564 $ 168,475

ON BEHAF OF NORTEL NETWORKS LIMITED

....................................................................................................
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NORTEL NETWORKS
HEALTH AND WELFAR TRUST FUND
Statement of Changes in Net Assets Available for Benefits
Year ended December 31,2003
(in thousands of dollars)

2003 2002

OPENIG NET ASSETS AVAIABLE FOR BENEFITS $ 168,475 $ 167,490

INCREASE IN NET ASSETS
Contributions

Sponsoring company
Emplòyees

Investment income
Interest

52,787 58,277
3,694

9,975 8,143

62,762 70,114

65,023 68,394
650 735

65,673 , 69,129

$ 165,564 $ 168,475

DECREASE IN NET ASSETS
Claims paid and accrued (Note 4)
Administration expenses

CLOSING NET ASSETS AVAILABLE FOR BENEFITS

2003 HWT Financials Part 1,XLS: 3/24/ZOO4: 1:48 PM Page 2 of5



NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Notes to the Financial Statements
December 31, 2003

1. DESCRITION OF THE FUN

The Health and Welfare Trust Fund (the "Fund") was established by Nortel Networks Limited (the
"Administrator") on Januar 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 Disabilty Plan

(b) Survivor Income Benefit Plan

(c) Pensioners' Insurance Plan

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

Paid as 1ncurredPlans

(e) Dental Plan

(f) Extended Health Plan

(g) Survivor Transition Benefit Plan

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

2. SUMMY OF SIGNIICANT ACCOUNING POUCIES

The significant accounting policies of the Fund are:

(a) Investments

All investments are recorded 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 entailng 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. INSTMENTS

The purpose of the Fund is to fud 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 Rt December 31, 2003 are as follow:

2003 2002
$'000 $'000

Bonds and debentues
Federal $ 36,617 $ 39,058
Provincial 101,140 86,397
COrporate 25,734 28,349

$ 163,491 $ 153,804

Mortgages $ $ 321

Cash and short-term investments $ 9,160 $ 5,332

Interest rate risk refers to the adverse consequences of interest rate changes on the Fund's cash
flows, fmancial position and income. An increase in interest rates is likely to decrease the fair value
of the Fund's investments. The bonds and debentuys have maturities up to June 203 i 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. FUTUR BENEFIT PAYMNTS 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:

(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, 2003 in respect of
claims which commenced before that date and the related value of assets reserved in the Fund
are as follows:

2003
Present Cost
Value Value of

of Future Reserved
Payments Assets

($'000)

2002
Present Cost
Value Value of

of Future Reserved
Payments Assets

($'000)

Long-tein Disabilty Plan
Survivor Income Benefit Plan
Survivor Transition Benefit Plan

$ 102,641
18,198

1,055

$ 114,392

$ 66,735
17,026

$ 108,229
18,104

1,670

$ 128,003

$ 72,283

17,606

$ 83,761 $ 89,889

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

(b) Plan requirg lump sum payments - Pensioners' Insurance Plan

An actuaral valuation of the Pensioners' Insurance Plan is performed by an independent

actuar every three years.

The most recent actuarial valuation of this Plan, dated as at Januar 1,2002, indicates that, at
that date, the actuaral liabilties 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).

(c) 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 fuded, and the value of the assets reserved at December 31, 2003

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

d \ IZtcfdOmilgroupsl TaxdeptlPublic12003taxI Tax ReturnslHealth and Welfare TrustlZ003 HWTFlnancialsPan 2.doc: 3/Z4/04: 1:46 PM Page 5 of5



APPENDIX “KK”



Fin.Ciai Statements oj

NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND

December 31, 2004

,"

65210 IV nlr..ptlC&oI2CXlr.. /I~/7I wi W~C TrrI200$NTfJS'-/,,!fn_
W+'r""",nc. J1/Y/æ 65210 - w

slaneys

slaneys



NORTEL NETWORK .
HEAL Tß AN WELFARE TRUST FUND
Table of Contents
De.cembel" 31, 2004

Statement of Net Assets Available for Benefits
Page

1

Stateieiit of Chaes in Net Assets Available fOr Benefits
2

Notes to the Fincial Statements
3-6

J.

W n i TflDepf ICa~ lz~ I Tax RetllilHlT/i fl WelN1 ni 12OFSnofulfh.Wc/1ù"'. .l/../' SJ:Jp AM



NURTEL NETWURKS
HEALTH AN WELFAR TRUST FUN
Statement of Net Assets Available for Benefits
December 31, 2004

,in thousands of dollars)

2004 2003

INSTMS (Note 3)
Bonds iid debentu:res

Federal
Provincial
Co~rate

Cash and sh()rt~tenn investments

S 23,568 $ 29,712
85,297 88,720
30,083 23,575

138,,48 142,007

6,563 8,639
145,510 150,646

2,190 2,401

. 20,290 19,991

521 521
23,000. 22,913

.' . i,:.'
168,510,: :173,559

" ..... (8,012)- , (7,995)
$ 160,'499'( '$ 165,564

ACCRUED INST

DUE FROM SPONSORIG COMPAN

LONG- TERM RECEN ABLE (NOTE 3)

".l': .
'\ TOTAL AS,SETS
,"

. .' ACCRUE CLAIS PAYABLE (NPt~ i)
: NET ASSETS AVAILE FOR BENS ÇNQte 4)

ON BEHAF OF NORTEL NE1WORKS LIMiED

I~ .... ....... -I- ...... .......... .... ....... Ii. .... II.. .... '" ..... ...... ... II to ....... II' _.. II. "'" II.... _ .

.....................................................r................,.............................,..........
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NORTEL NETWORKS
HEALTH AND WELFAR TRUST FUND
Statement of Changes in Net Assets Available for Benefits
Year ended December 31, 2004
(in thousands of dollars)

2004 2003

OPENIG NET ASSETS AV AlLE FOR BENFITS $ 165,564

INCREASE IN NET ASSETS
Contrbutions

Sponsorig company

Employee
Investent income

Interest

47,993
4,971

9,344
62.308

$ 1687475

48,450
4,337

9,975
62,762

DECREASE IN NET ASSETS
C1a pad and accrued (Note 4) .
Adminstrtion eXJKses

66,874
500

67,374

'$ .16l!499
:. -CLOSING NET ASSETS AVAILE FORBENFlTS

. ".'.

,',.:':' '

: ..
i"

/!OOW1$.rr. .l/JI/or 9:i!tJ..AI

65,023
650

65.673

., ,$ '165,564
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NORTEL NETWORKS
HEALTH AND WELFAR TRUST FUND
Notes to the Financial Statements
December 31, 2004

1. DESCRTION OF TI FUN

The Health and Welfare Trost Fund (the "Fund") was established by Nortel Networks Limited (the
"Administrtor") on Januar I, 1980 in order to fund the employee benefits progr for aU eligible
employees of Nortel Networks Limited and its Canadian subsidiares (collectively, the "Company")
under the following plan:

Re.rerved plans

(a) Long-term Disabilty Plan

(b) Survor Income Benefrt Plan

(0) Pensioner' Inurance Plan

(d) Employee - fianced Grup Life Plan (Group Life - Par IT

Paid as Incurred Plans

.i (e) Dental Plan

(f) Extended Health Plan

(g) Surivor Transition Benefit Plan

(h) Group Life Flan (Group Life - Par 1)

2. SlJY OF SIGNIICAN ACCOUNTING POLICIES

The signcant accountig policies of the Fund are:

(a) Investments

All investents are recorded at cost Interest income on investments is recorded on an accrual

basis.

(b) Accrued clain payable

Accruals are made for the unpaid claims incured unaer the various plans to the year-end date.
For experience rated plans, such as the Group Ljfe Plans, :premium expense is accrued to the
yeii-end date and any experience gai or loss is reflected in the accunts when settled in 

'thefollowing calenda year. Accrals ar not made for future payments in respect of claii
recived under benefi plans entaling a reguar series of payments (Note 4(a)).

W Til Toxr I"'nø 1,2~1 ni RlrvnlffT and Wdfø TIstl:?()s""'TNta/th-Wclarc.do",. 3/3J/æi: SJ:/SJ AM
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NORTEL NETWORKS
HEALTH AN WELFARE TRUST FUND
Notes to the Financial Statements
December 31, 2004

3. INTMNTS
The puroso ofile Fund is to fud the employee beefits prgr for all eligible employees of the
Company. The Company has established investment objectives and guidelines for the Fud.

The Fund's peonnance is subject to market and other riks. The maxum market and credit
exposure of the Fund is represented by the fa value of the invesents at that point in tie, The

fai values of the investments (excluding the insured contrct for which fai values are not reaily

available) as at December 31, 2004 are 8.S follow:

2004 2003
$'000 $'000

Bonds and debentues
Federal $ 31,038 $ 36,6l7
Provincial 99,810 101,140
Corporate 32,038 25,734

$ 162,885 $ 163,491

Cash and short-term investments $ 7,083 $ 9,160

Interest rate rik refers to 1le adverse consequence of interest rate changes on the Fund's cah
flows, financia position and income. An increase in interest rates is likely to decrease the fai value
of the Fund's investents. The bonds and debentues nave maturities up to June 203l and coupon

rates betwee 4.75% and 12.00%.

Cash and short-erm investments include refundable deposits of $200,000 (2003 - $200,000),
$120,442 (2003 - l20,442), and 200,182 (2003- Nil) that have been deposíted as security with
Standard Life, Green Shield and Sun Life respectively,
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NORTEL NETWORK
HEALTH AND WELFAR TRUST FUND
Notes to the Financial Statements
December 31,2004

4. FU'I BENEFI PAYMNTS AN RELATED RESERVES

As at DeQember 3 i, 2004, the esated value of obligations under the varous benefit plans
exceeded tbe value of resered assets in the Fund. The fudig stats of the Reserved Plans and
Surivor Tranition Benefit Plan at year end is as follows:

( a) Plans requirg a series of benefit payments

Certin plans ent.l a :rgular seres of benefit payments to a claiant. 'Te estimated 

presentvalue of the fure payments anticipated to be made after December 31, 2004 in respect of

claims which commence before that date and the related value of assets :rserved in the Fund
are as follows:

2004
Present Cost
Value Value of

of Future Reserved
Payments Assets

($'000)

2003
Present Cost
V alue Value of
of Fute Resered
Payments Assets

($'000)
Long-term Disabilty Plan $ 104,138 S 73,516
Surivor Income Benefit Plan 17,068 16,490
Survivor Transition Benefit Plan 359

$ 121,565 $ 90,006

$ 102,641

18,198
1,055

$ 121,894

$ 72,735
i 7,026

$ 89,761

The actal benefit payments are charged again the Fund in the period in which they are paid.

(b) Plan requig lwnp sum payments - Pensioners' fusu.ance Plan

An actuanal valuation of the Penioners' Insurance Plan is performed by an indepndent
actu every thee year.

The most recent actual valuation of this Plan, dated as at Janua 1, 2002, indicates tht, at
that dåte, the actuaral liabilties amounted to $74,931,000 and the matket value oftle assets
amount to $63,551,000. Therefore, there exists a fuding deficiency of $11,380,000. The
interest rate actuial assumption is 7.0% per anum.

The Plan, as at December 3l, 2004, has asets resered with a book value of $53,918,000

(2003 ~ $57,059,000).

(c) Plan :requirg luip sum payments - Group Life ~ Par n

Employees have the option to purchase additional group lie insuce 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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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 $ 19,471

Government Agencies 13,740 23,823

Provincial/Municipal 45,306 47,362

Corporate 11,772 22,603

90,195 113,259

Cash (Indebtedness) and short-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
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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

OPENIG 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

Clainis 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
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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 i, 1980 in order to fund the employee benefits program for all eligible
employees of Norte I 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

(c) Pensioners' Insurance Plan

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

Paid as Incurred Plans

(e) Dental Plan

(f) Extended Health Plan

(g) Group Life Plan (Group Life - Paii 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)).

- 3 -



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 $ (94) $ (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 i 1.25%.

Deposits represent refundable cash advances of $0 (2005 - $12 i), $0 (2005- $200), that had been
deposited as security with Green Shield and Sun Life, respectively.

- 4-



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 3 i, 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) 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 followO.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.

(b) 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).

(c) 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 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
Government Agencies
Provincial/Municipal

Corporate

Cash (Indebtedness) and short-term investments

$ 22,284 $ 26,841

12,993 15,304

55,457 56,510

7,977 13,354

98,711 112,009

2,719 (94)
101,430 111,915

1,232 1,471

40,643 42,518

41,875 43,989

143,305 155,904

(7,508) (6,107)
$ 135,797 $ 149,797

ACCRUED INTEREST

DUE FROM SPONSORING COMPANY

TOTAL ASSETS

ACCRUED CLAIMS PAYABLE (Note 2)

NET ASSETS AVAILABLE FOR BENEFITS (Note 5)

ON BEHALF OF NORTEL NETWORKS LIMITED

""MÝ1"K,Jk#,~"""
.....klf!:~!t1....!I.Jl4,N.€...~....?tf..!!:~/((l' i e./JN 11!J!9
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NORTEL NETWORKS
HEALTII AND WELFARE TRUST FUND
Statement of Changes in Net Assets Available for Benefits
Year ended December 31, 2007
(in thousands of dollai"s)

2007 2006

OPENIG NET ASSETS AVAILABLE FOR BENEFITS $ 149,797 $ 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 expénses 326 356

Unrealized Gain and Losses 1,762 2,735

22,044 26,752

CLOSING NET ASSETS AVAILABLE FOR BENEFITS $ 135,797 $ 149,797
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NORTEL NETWORI(S
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 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 (plansfor which the Fund holds assets)

(a) Long-term Disability Plan

(b) Survivor Income Benefit Plan

(c) Pensioners' Insurance Plan

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

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 I)

2. SUMMY OF SIGNIFICANT ACCOUNTING POLICIES

The signifcant 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-far-profit entities. As
noted in Note 2(b), ( c) ànd 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.

- 3 -



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)

(cl Departure from Canadian GAAP

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

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 wil become effective for fiscal periods coimnencing after October 1, 2007. These
pronouncements are concerned primarily with disclosure and the Company is assessing what
impact, if any, they wil have on amounts reported iii its financial statements when adopted
effective January 1, 2008.

eel Accrued claims payable

Acciuals 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. Acciuals are not made for future payments in respect of claims received under
benefit plans entailing a regular series of payments (Note 4(a)).

- 4 -



NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Notes to the Financial Statements
December 31, 2007

(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 Fail' 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 (c) for departurefrom Canadian GAAP).

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 $ (94)

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%.

4. 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 $2 i, 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 $ i 9,086 was added to "Opening Net Assets Available
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 biling 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 NOltel Networks Health and Welfare Tnist Fund have been prepal'ed in
accordance with Canadian generally accepted accounting principles ("GAA") and to fie with the
Company's corporate income tax returns. As such, these financial statements do not include all the necessary
note disclosures required by Canadian GAA. The financial statements are expressed in Canadian dollars,
have been prepared by management from internal data and are unaudited.

M-07 ll I-ß~
Wasim Haque
Controller, Canadii

Toronto, Ontario

March 25, 2009
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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 SURPLUS 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

- 2-



NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Statement of Changes in Net Assets Available for Benefits
Year ended December 31, 2008

(iii thousands of dollars)

2008 2007

OPENING NET ASSETS A V AILABLE 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
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NORTEL NETWORKS
HEAL TH AND WELFARE TRUST FUND
Notes to the Financial Statements
December 31, 2008

(all amounts in thousands of dollars)

1. DESCIUPTION OF THE FUND

The Health and Welfare Tiust Fund (the "Fund") was established by Nortel Networks Limited (the
"Administrator") on Januaiy i, 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) Pensioners' Insurance Plan

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

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 I)

- 4 -



NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Notes to the Financial Statements
December 31,2008
(all amounts in thousands of dollars)

2. SUMARY OF SIGNJFICANT ACCOUNTING POLICIES

The significant accounting policies of the Fund are:

(a) Basis of presentation

Except as noted below, these financial statements have been pl'eparedby 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.

(c) Departure from Canadian GAA

As of Januaiy 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 oftliese new standards resulted in the following insignificant difference
between the Fund's statements and Canadian GAAP:

While Canadian GAA 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) 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, pl'einium 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 lfUND
Notes to the Financial Statements
December 31, 2008
~alI amounts in thousands of donal's)

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 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. The related cost of investments, as
at December 31, 2008 and 2007 are as follow (please see Note 2 (c) for departure from Canadian
GAA).

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%.

- 6 .



NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Notes to the Financial Statements
December 31,2008
(all amounts in thousands of dollars)

4. FUTURE BENEFIT PAYMNTS AN 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 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 Miirket Present Market

Value Value of Value Value of

of FutUl'e Reserved of Future Reserved

Piiymeiits Assets Payments Assets

Long-tenn 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.

(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 assets 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%).

(c) Plan requidng 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) 2008
totaled $25,988 (2007 - $23,421).

- 7 -
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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 4,871 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 Evé'nt (Note 1)

See accompanying notes to the Financial Statements
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NORTEL NETWORKS
HEAL TH AND WELFARE TRUST FUND
Statemeut 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

Contri butions

Sponsoring company

Employees

Investment income

Interest

95 173

1,583 2,066

5,654 7,548

7,332 9,787

DECREASE IN NET ASSETS

Claims paid and accrued

Change in Provision - Due from Sponsoring Company

Administration expenses

Bank Fees

Unrealized Losses

(23,891 ) (20,641)

(26,985)

(291) (304)

(13) (20)

(3,043) (1,302)

(54,223) (22,267)
(46,891) (12,480)

$ 76,426 $ 123,317

Decrease in net assets for the year

CLOSING NET ASSETS AVAILABLE FOR BENEFITS

See accompanying notes to the Financial Statements
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( NORTEL NETWORKS

HEAL TH 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 as Incurred Plans (to be reimbursed by Norte! 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 U.K., and subsequently in Israel and France.

CCAA Proceedings

On January 14, 2009 ("Petition Date"), Noiiel, NNL and celiain 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

1



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 wil be able to obtain couii orders or approvals with respect to
motions the Canadian Debtors may fie from time to time to extend fuiiher the applicable stays of
actions and proceedings against them. Pursuant to the Initial Order, the Canadian Debtors received
approval to continue to undeiiake 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 cOUli-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 couiis.

For fuiiher information on the CCAA Proceedings, see the annual repOli on Form 10-K ofNNC 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 COUli on March 31, 2010.

The Settlement Agreement provides, among other things, for the remainder of 2010, NOliel 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 wil continue unchanged until December 31, 2010 and wil continue to be funded

consistent with 2009 funding. Further, Nortelwil 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 wil 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 wil be
established as security in suppOli of the payments to be made by NOliel 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 fiing of the Noiiel 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 paiiies
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.

(c) 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.

(d) 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.

( e) 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. INSTMENTS
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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)

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

The Fund's performance is su~ject 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 $ 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.

4. DUE FROM SPONSORING COMPANY

2009 2008

Due from Sponsoring Company

Less: provision for doubtful accounts

$28,343

(26,985)

$37,064

Due from Sponsoring Company - 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
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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)

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. Noiiel resum.ed 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 o(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, wil 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 Decem bel' 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 follows:

5



NORTEL NETWORKS
HEALTH AND WELFARE TRUST FUND
Notes to the Financial Statements
Year Ended December 31,2009
(in thousands of dollars)

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 a t December 31, 2009 and 2008 is 6.09% and 7.37% per annum,
respectively.

(c) 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 Disabilty 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).

(c) 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
Survivor Transition Benefit
Long- Term Disability

$2,270,000
866,000

2,967,000

$6,123,000

The actual benefit payments wil be charged against the Fund in the period
in which they are payable.
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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 sponsoring corporations is attached

as Appendix "RR".

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

(a) 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 II)); and (ii)
"Paid as Incurred Plans" (Dental Plan, Extended Health Plan, Survivor Transition
Benefit Plan and Group Life Plan (Group Life - Part I)).

(b) 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:

Long-term Disability Plan
Survivor Income Benefit Plan
Survivor Transition Benefit Plan

Present value of

future payments

$10,665,874
9,059,300
1,881,269

$21,606,443

Value of
reserves

$9,292,138
8,486,566

$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 millon 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 series 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%).

( c) 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, 2008 totàled (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 milion reported in the Thirty-Ninth Report.

These amounts predominantly related to stale-dated cheques.
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8. 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.

9. 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 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.
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Health & Welfare Trust Fund
Debt Due from Sponsoring Company(ies) as shown on the HWT financial statements

1981

1982

1983

1984

1985

1986

1987

1988

1989

1990

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

2007

3,615,003

2,488,576

3,530,315

5,851,282

7,575,941

15,390,909

12,470,788

14,907,132

16,232,000

15,127,000

14,500,000

17,622,000

24,550,000

22,401,000

21,666,000

27,771,000

32,213,000

33,756,000

34,706,000

29,697,000

29,825,000

27,759,000

19,991,000

20,290,000

31,121,000

42,518,000'

40,643,000

i As reported in the notes to the 2009 HWT financial statements, in 2005 Nortel undeiiook 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.
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2008

2009

37,064,000

1,358,0002

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 $ i ,358,000 net balance
represents lBNR claims that, as reported, wil be paid by the administrator pursuant to the Settlement

Agreement.


