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Court File No. 09-CL-7950

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
NORTEL NETWORKS CORPORATION, NORTEL NETWORKS LIMITED,
NORTEL NETWORKS GLOBAL CORPORATION, NORTEL NETWORKS

INTERNATIONAL CORPORATION AND NORTEL NETWORKS TECHNOLOGY

CORPORATION

APPLICATION UNDER THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, ¢. C-36, AS AMENDED

NOTICE OF MOTION

(Motion for Compensation Claims Methodology Order
and Compensation Claims Procedure Order)
(returnable October 6, 2011)
Nortel Networks Corporation ("NNC"), Nortel Networks Limited, Nortel Networks
Technology Corporation, Nortel Networks International Corporation and Nortel Networks

Global Corporation (collectively, the "Applicants") will make a motion to Justice Morawetz of

the Commercial List court on Thursday, October 6, 2011 at 10:00 a.m., or as soon after that

time as the motion can be heard, at 361 University Avenue, Toronto, Ontario.

PROPOSED METHOD OF HEARING: The motion is to be heard:

in writing under subrule 37.12.1(1) because it is on consent or unopposed or made without
notice;

in writing as an opposed motion under subrule 37.12.1(4);

0 L

orally.

DOCSTOR: 2259000\3




00002

THE MOTION IS FOR:

(a) a "Compensation Claims Methodology Order" in substantially the form contained in the

Applicants' Motion Record;

(b) a "Compensation Claims Procedure Order" in substantially the form contained in the

Applicants' Motion Record; and

(c) such further and other relief as counsel may request and this Honourable Court may

grant.

THE GROUNDS FOR THE MOTION ARE:

Proceedings in Canada, U.S. and the UK.

(a) On January 14, 2009, the Applicants were granted protection under the Companies’
Creditors Arrangement Act, R.S.C. 1985, ¢. C-36, as amended (the "CCAA") pursuant
to an initial order of this Honourable Court, and Ernst & Young Inc. was appointed as

monitor (the "Monitor") in the CCAA proceedings;

(b) Also on January 14, 2009, certain of NNC’s United States subsidiaries made voluntary
filings in the U.S. Bankruptcy Court for the District of Delaware under Chapter 11 of
the U.S. Bankruptcy Code. Nortel Networks (CALA) Inc. subsequently filed under
Chapter 11 of the U.S. Bankruptcy Code;

() Additionally, on January 14, 2009, Nortel Networks UK Limited and certain
subsidiaries of the Nortel group incorporated in Europe, the Middle East or Africa each
obtained an administration order for the appointment of administrators from the High
Court of England and Wales under the Insolvency Act 1986. These debtors together
with Nortel Networks Israel (Sales and Marketing) Limited are herein referred to as the

"EMEA Debtors";
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Prior Orders regarding claims against the Applicants

(d) An Amended and Restated Claims Procedure Order dated July 30, 2009 (the "2009
Claims Procedure Order") was made by this Court, establishing a process for the

proving of "Claims", as defined therein;

(e) Certain categories of claims were excluded from the definition of "Claims" as defined in
the 2009 Claims Procedure Order; among the excluded categories of claims were inter-
company claims, "Compensation Claims" as defined therein, grievance claims, and the
claims of any director or officer for indemnification and/or contribution arising from
such director's or officer's service to any Applicant (collectively, the "Excluded

Claims");

() A Claims Resolution Order was made by this Court on September 16, 2010,
establishing the resolution process for "Claims" as defined in the 2009 Claims
Procedure Order. Consistent with the 2009 Claims Procedure Order, the Claims

Resolution Order did not establish resolution procedures for Excluded Claims;

(2) An EMEA Claims Procedure Order was made on January 14, 2011, establishing a
claims procedure (including resolution procedures) for certain inter-company claims,

being claims between the EMEA Debtors and the Applicants;

Need for a compensation claims process

(h) To date, no claims filing procedure or claims resolution procedure has been established
with respect to Compensation Claims (as defined in the 2009 Claims Procedure Order),
grievance claims, or the claims of any director or officer for indemnification and/or

contribution arising from such director's or officer's service to any Applicant;

(1) One of the largest claims against the Applicants, in aggregate, will be the claims of their
employees, former employees, pensioners and their survivors, including long-term
disability beneficiaries (collectively, "Employees"); as noted in the Monitor's Report
and in the actuarial materials filed with respect to this motion, these Employee liabilities

are estimated in aggregate to exceed one billion dollars;
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() Accordingly, a mechanism for the determination of Employee claims, together with
grievance claims and the claims of directors or officers for indemnification or
contribution ("Indemnification Claims"), must be established in order that there will
then be claims processes for all of the significant anticipated claims against the

Applicants;

(k) The establishment of a process to determine Employee claims and Indemnification
Claims will help to avoid potential future delays in the administration of the Canadian

estates, in determining claims for voting and distribution purposes;

Compensation Claims Methodology Order

q)) Approximately 16,000 Employees may have employment-related claims against one or
more of the Applicants, given the large number of compensation and benefit programs

provided by the Applicants;

(m) It was anticipated by the Applicants, the Monitor and employee representatives that an
individual employee would generally not be in a position to value his or her own claim,
since this would require accessing and analyzing all of the documents and information

affecting any potential claim, and actuarial and other advice would be required;

(n) In addition, if individuals had been required to submit individual proofs of claim with
respect to their claims, it is likely that a large number of inconsistent calculations and

assessments would have been received in the claims process;

(0) The Applicants, the Monitor, the Employee Representatives, Representative Counsel and
the CAW (each as defined in the Monitor's Seventy-Fifth Report dated September 19,
2011, filed in support of this motion (the "Monitor's Report")) realized that it would be in
the interests of all the Employees and the estate if they could develop and agree upon an
acceptable methodology for the calculation of employment-related claims and a

streamlined procedure to deal with them;

(p) After extensive discussions and negotiations among the Compensation Claims

Participants (as defined in the Monitor's Report), certain principles were developed that,
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(@)

(s)

00005

taken as a whole and applied consistently to each individual, were acceptable to the
Applicants, the Monitor, and to the Employee Representatives and the CAW, representing

different categories of Employees;

The Compensation Claims Methodology Order seeks the Court's approval of these
principles and methodologies, so that a claims process can deal with a large number of

Employee claims in a streamlined claims process, as described below;

The Compensation Claims Methodology Order, if granted, will approve methodologies
for calculating Benefit Claims, Termination and Severance Pay Claims and Patent Award
Claims, as defined in the Monitor's Report. If such methodologies are approved, then the
Monitor, with actuarial assistance and support, and with the assistance of the Applicants,

will be in a position to inform individual Employees what their identifiable claims are;

While the methodologies in the Compensation Claims Methodology Order, if such an
Order is granted, will be binding on all Employees, Employees will (i) have the
opportunity to review and correct the personal information to which these methodologies
will be applied, and (ii) be able to make employment-related claims other than Benefit
Claims, Termination and Severance Pay Claims and Patent Award Claims, each as
defined in the Monitor's Report, by completing and submitting a Proof of Claim for such

other claims;

Compensation Claims Procedure Order

®

(W)

The proposed form of Compensation Claims Procedure Order will, if granted, permit for

a two-track process;

The first track will apply to Benefit Claims, Termination and Severance Pay Claims and

Patent Award Claims, as defined, and in very general terms will operate as follows:

(1) by way of an "Information Statement", each Employee will be advised of
the amount of his or her individual claim, calculated based on the

methodologies approved in the Compensation Claims Methodology Order
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as applied to the personal information with respect to that Employee (as

per the Applicants' books and records);

(i1) there will be a process by which the Employee can request corrections to

their personal information as set out in the Information Statement;

(111) corrections to personal information can be accepted by the Monitor and, if
these corrections change the amount of the Employee's claim, the
Employee will be issued a revised Information Statement and advised of

the amount of his or her revised claim;

(iv) if corrections to personal information are rejected by the Monitor, there
are mechanisms for the discussion, settlement, and ultimately the
adjudication of any disputes, similar to the mechanisms applicable to the

determination of other creditor claims;

(v) The vast majority of employment-related claims will proceed under the first track

described above;

(w) The second track will apply to all Other Compensation Claims (as defined) and, again in

very general terms, operates as follows:

(1) any creditor may submit a Proof of Claim with respect to an Other
Compensation Claim (as defined), being a claim other than those claims

being dealt with in the first track;

(i1) there are disallowance, dispute and resolution procedures applicable to the

determination of these claims as well;

(x) The Compensation Claims Procedure Order also contains detailed provisions with respect
to other matters which, taken as whole, will ensure that the claims process comes to the
attention of all parties likely to be affected, and that the process will operate fairly and
efficiently, including provisions relating to (i) publication and notice, (ii) previously
settled claims and duplicate claims, (iii) the Monitor's role, protections for the Monitor,

and the role of representative counsel, (iv) the transfer of claims, (v) seeking direction
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from the Court, (vi) service and notice, and (vii) aid and assistance of other courts and

tribunals;

(y) Compensation Claims Participants (as defined in the Monitor's Report), including the
Applicants and the Monitor, are all of the view that the process established by the
Compensation Claims Procedure Order, applying the methodologies set out in the
Compensation Claims Methodology Order, will permit for the determination of Employee

claims on a fair, reasonable and efficient basis;

Miscellaneous
() The provisions of the CCAA; and

(aa) Such further and other grounds as counsel may advise and this Honourable Court

permit.

THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the

motion;
(a) the affidavit of John Doolittle sworn September 19, 2011,
(b) the Monitor's Report; and

(c) such further and other material as counsel may request and this Honourable Court may

permit,
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TO:

AND TO:

AND TO:

AND TO:

AND TO:

AND TO:

Attached Service List

Terry Laschuk
3033 Dangerfield Road
Kemptville, ON KOG 1J0

Tharini Shanmuganathar
218 Edenbrook Hill Drive
Brampton, ON L7A 2W7

Roy William Vokey
702-1001 Main Street West
Hamilton, ON L8S 1A9

Yuan Zhuo Xie
54 Snowball Crescent
Toronto, ON MI1B IR9

Karen Wong
2385 Gamble Road
Oakville, ON L6H 7V6
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AND TO: Québec Labour Standards Commission
Montreal Regional Office
26° étage
500, boulevard René-Lévesque Ouest
Montréal, Québec H2Z 2A
Attention: Denis René
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Court File No. 09-CL-7950

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. c-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF NORTEL
NETWORKS CORPORATION, NORTEL NETWORKS LIMITED, NORTEL NETWORKS
GLOBAL CORPORATION, NORTEL NETWORKS INTERNATIONAL CORPORATION AND
NORTEL NETWORKS TECHNOLOGY CORPORATION

APPLICATION UNDER THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

SERVICE LIST

TO: NORTON ROSE OR LLP
Royal Bank Plaza, South Tower
200 Bay Street, Suite 3800
Toronto, Ontario M8J 2Z4

Derrick Tay
Tony Reyes
Jennifer Stam

Email: derrick.tay@nortonrose.com
tony.reyes@nortonrose.com
[ennifer.stam@nortonrose.com

Tel: 416.216.4000
Fax: 416.216.3930

Lawyers for the Applicants

DOCSTOR: 1600961123

00010




TO:

AN

TO:

ERNST & YOUNG INC.
Ernst & Young Tower

222 Bay Street, P.O. Box 251
Toronto, Ontario M5K 1J7

Murray McDonald
Brent Beekenkamp

Email: portel.monitor@ca.ey.com

416.943.3016
416.943.3300

Tel:
Fax:

D OSLER HOSKIN AND HARCOURT
: LLP

100 King Street West

1 First Canadian Place

Suite 6100

P.O. Box 50

Toronto, Ontaric M5X 1B8

Lyndon Barnes
Rupert Chartrand
Edward Sellers
Betsy Putnam

Email: |barnes@osler.com
rchartrand@osler.com

esellers@osler.com
eputnam@osler.com

416.362.2111
416.862.6666

Tel:
Fax;

Lawyers for the Boards of Directors of

Nortel Networks Corporation and Nortel
Networks Limited
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GOODMANS LLP

Bay Adelaide Centre

333 Bay Street, Suite 3400
Toronto, Ontario M5H 257

Jay Carfagnini
Joseph Pasquariello
Gail Rubenstein
Fred Myers

Chris Armstrong

Email: jcarfagnini@goodmans.ca
jpasquariello@goodmans.ca

grubenstein@goodmans.ca
fmyers@goodmans.ca

carmstrong@goodmans.ca

416.597.4107
416.979.1234

Tel:
Fax:

Lawyers for the Monitor, Ernst & Young Inc.

FASKEN MARTINEAU DUMOULIN LLP
66 Wellington Street West

Toronto Dominion Bank Tower

P.0O. Box 20, Suite 4200

Toronto, Ontario M5K 1N6

Donald E. Milner
Aubrey Kauffman
Edmond Lamek
Jon Levin

Email: dmilner@fasken.com
akauffman@fasken.com

elamek@fasken.com

jlevin@fasken.com

416.868.3538
416.364.7813

Tel:
Fax:

Lawyers for Export Development Canada
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EXPORT DEVELOPMENT CANADA
151 O’'Connor Street
Ottawa, Ontario K1A 1K3

AND
TO:

Jennifer Sullivan

Email: [sullivan@edc.ca

613.597.8651
613.598.3113

Tel:
Fax:

AND
TO:

McINNES COOPER

Purdy's Wharf Tower I

1300 ~ 1969 Upper Water Street
Halifax, NS B3J 2Vv1

John Stringer, Q.C.
Stephen Kingston

Email: john.stringer@mcinnescooper.com

stephen.kingston@mcinnescooper.com

902.425.6500
902.425.6350

Tel:
Fax:

Lawyers for Convergys EMEA Limited

AND
TO:

CAW-CANADA

Legal Department

205 Placer Court

Toronto, Ontario M2H 3H9

Barry E. Wadsworth
Lewis Gottheil

barry wadsworth@caw.ca
lewis qottheil@caw.ca

Email:

416.495.3776
416.495.3786

Tel.:
Fax:

Lawyers for all active and retired Nortel
employees represented by the CAW-Canada
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THORNTON GROUT FINNIGAN LLP
3200-100 Wellington Street West
Toronto-Dominion Centre, Canadian Pacific
Tower

Toronto, Ontario M5K 1K7

Leanne M. Williams

Email: |williams@iaf.ca

416.304.1616
416.304.1313

Tel:
Fax:

Lawyers for Flextronics Telecom Systems
Ltd.

MILLER THOMSON LLP
Scotia Plaza

40 King Street West, Suite 5800
P.O. Box 1011

Toronto, Ontaric M5H 351

Jeffrey Carhart

Email: jcarhart@millerthomson.com

416.595.8615/8577
416.595.8695

Tel:
Fax:

Lawyers for Toronto-Dominion Bank
BOUGHTON LAW CORPORATION
Suite 700

595 Burrard Street

Vancouver, BC V7X 188

R. Hoops Harrison

Email: hharrison@boughton.ca
Tel: 604.687.6789
Fax: 604.683.5317

Lawyers for Tonko Realty Advisors (BC)
Ltd., in its capacity as duly authorized agent
for Holdings 15086 Enterprises Ltd.
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BORDEN LADNER GERVAIS LLP
Scotia Plaza, 40 King Street West
Toronte, Ontario M5H 3Y4

Michael J. MacNaughton
Roger Jaipargas
Sam P. Rappos

Email: mmacnaughton@blgcanada.com
Tel: 416. 367.6646

Fax: 416.682.2837

Email: rjaipargas@plgcanada.com
Tel: 416.367.6266

Fax: 416.361.7067

Email: srappos@blgcanada.com

Tel: 416.367.6033

Fax: 416.361,7306

Lawyers for Bell Canada

SISKINDS LLP
680 Waterloo Street
London, Ontario N6A 3V8

Raymond F. Leach
A. Dimitri Lascaris
Emilie E. M, Maxwell

Email: ray.leach@siskinds.com
dimitri.lascaris@siskinds.com
emilie. maxwell@siskinds.com

Tel: 519.672.2121

Fax: 519.672.6065

Lawyers for indiana Electrical Workers
Pension Trust Fund IBEW, Laborers Local
100 and 397 Pension Fund, and Bruce
William Lapare
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S. Richard Orzy
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Canadian Lawyers for The Informal Nortel
Noteholder Group
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Suite 900

Toronto, Ontario M5H 3R3

Mark Zigler

Susan Phiipott
Demetrios Yiokaris
Andrea McKinnon
Celeste Poltak
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Tel: 416.595.2090
Fax: 416.204.2877

Email: sphilpott@kmlaw.ca
Tel: 416.595.2104
Fax:  416.204.2882

Email: dyiokaris@kmlaw.ca
Tel: 416.595.2130

Fax: 416.204.2810

Email: amckinnon@kmlaw.ca
Tel: 416.595.2150
Fax: 416.204.2874

Email: cpoltak@kmiaw.ca
Tel: 416.595.2701
Fax: 416.204.2909

Lawyers for the Former Employees of Nortel

DOCSTOR: 1600901123

00014

KOSKIE MINSKY

20 Queen Street West
Suite 900

Toronto, Ontario M5H 3R3
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Susan Philpott
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Fax: 416.204.2874
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Tel: 416.595.2701
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Lawyers for the LTD Beneficiaries
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MILLER THOMSON LLP
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40 King Street West, Suite 5800
P.O. Box 1011

Toronto, Ontario M5H 3S1

Jeffrey Carhart

Margaret Sims
James Klotz
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Tel: 416.595.8615
Fax: 416.595.8695
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Tel: 416.595.8577
Fax: 416.595.8695
Email: mklotz@millerthomson.com
Tel: 416.595.4373
Fax. 416.595.8695

Lawyers for LG Electronics Inc.

LG ELECTRONICS INC.

11/F, LG Twin Towers (West)

20 Yeouido-dong, Yeongduengpo-gu
Seoul 150-721, Korea

Joseph Kim

Emall: joseph.kim@lge.com
Tel: +82.2.3777.3171
Fax: +82.2.3777.5345
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MILLER THOMSON LLP
Scotia Plaza

40 King Street West, Suite 5800
P.O. Box 1011

Toronto, Ontario M5H 3S1

Jeffrey Carhart
Margaret Sims

Email: jcarhart@milierthomson.com

Tel; 416.595.8615
Fax: 416.595.8695
Email msims@millerthomson.com
Tel: 416.595.8577
Fax: 416.595.8695

Canadian Lawyers for Telmar Network
Technology, Inc. and Precision
Communication Services, Inc.

CHAITONS LLP
185 Sheppard Avenue West
Toronto, Ontario M2N 1M9

Harvey G. Chaiton

Email: harvey@chaitons.com
Tel: 416.218.1129
Fax: 416.218.1849

Lawyers for IBM Canada Limited
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PALIARE ROLAND ROSENBERG
ROTHSTEIN LLP

Suite 501

250 University Avenue

Toronto, Ontario M5H 3E5

Kenneth T. Rosenberg
Massimo (Max) Starnino

Lily Harmer

Tina Lie

Email: ken.rosenberg@paliareroland.com
Tel: 416.646.4304

Fax: 416.646.4301

Email: max.stamino@paliareroland.com
Tel: 416.646.7431

Fax: 416.646.4301

Email; lily.harmer@paliareroland.com
Tel: 416.646.4326

Fax:  416.646.4301

Email: tina.lie@paliareroland.com

Tel: 416.646.4332

Fax:  416.646.4301

Lawyers for the Superintendent of Financial
Services as Administrator of the Pension
Benefits Guarantee Fund

GOWLING LAFLEUR HENDERSON LLP
Suite 1600, First Canadian Place

100 King Street West

Toronto, Ontaric M5X 1G5

E. Patrick Shea

Email: patrick.shea@gowlings.com

416.369.7399
416.862.7661

Tel:
Fax:

Lawyers for Westcon Group

DOCSTOR: 1600901123

00016

AND  FRASER MILNER CASGRAIN LLP

TO

AN

TO:

D

1 First Canadian Place
100 King Street West
Toronto, Ontario M5X 182

R. Shayne Kukulowicz
Alex MacFarlane
Michael J. Wunder
Ryan Jacobs

Shavne.kukulowicz@fme-law.com

Alex.macfarlane@fmec-law.com

Michael.wunder@fme-law.com
ryan.jacobs@fmc-law.com

416.863.4511
416.863.4592

Email:

Tel:
Fax:

Canadian Lawyers for the Official Committee
of Unsecured Creditors

MINDEN GROSS LLP
145 King Street West, Suite 2200
Toronto, Ontario M5H 4G2

Raymond M. Slattery
David T. Ullmann

Email: rslattery@mindengross.com

dullmann@mindengross.com
416.369.4149

416.864.9223

Tel:
Fax:

Lawyers for Verizon Communications Inc.




AND

AND
TO:

AND
TO:

AIRD & BERLIS
Brookfield Place
181 Bay Street, Suite 1800
Toronto, Ontaric M5J 2T9

Harry Fogul
Peter K. Czegledy

Email: hfogul@airdberlis.com
Tel: 416.865.7773

Fax: 416.863.1515

Email: pczegledy@airdberlis.com
Tel: 416.865.7749

Fax: 416.863.1515

Lawyers for Microsoft Corporation

AIRD & BERLIS LLP
Barristers & Solicitors
Brookfield Place, P.O. Box 754
181 Bay Street, Suite 1800
Toronto, Ontaric M5J 2T9

D. Robb English
Sanjeev P. R. Mitra

Email: renglish@airdberlis.com
smitra@airdberlis.com

Tel: 416.863.1500

Fax: 416.863.1515

Lawyers for Tata Consultancy Services
Limited and Tata America International
Corporation

ALEXANDER HOLBURN BEAUDIN &
LANG LLP

Barristers and Solicitors

700 West Georgia Street

Suite 2700

Vancouver, British Columbia V7Y 1B8

Sharon M. Urquhart

Email; surguhart@ahbl.ca
Tel: 604.484.1757
Fax:  604.484.1957

Lawyers for Algo Communication Products
Ltd.

DOCSTOR: 1600901\23
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AND GARDINER ROBERTS LLP

TO

AND

TO:

AN

TO:

D

Suite 3100, Scotia Plaza
40 King Street West
Toronto, Ontario M5H 3Y2

Jonathan Wigley

Vern W. DaRe

Email: jwigley@gardiner-roberts.com
Tel: 416.865.6655

Fax: 416.865.6636

Email: vdare@foglers.com

Tel: 416.865.6641

Fax: 416.865.6636

Lawyers for Andrew, LLC

AIRD & BERLIS LLP
Barristers & Solicitors
Brookfield Place, P.O. Box 754
181 Bay Street, Suite 1800
Toronto, Ontario M5J 279

Steven L., Graff

lan E. Aversa

Email: sqraff@airdberlis.com
Tel: 416.865.7726

Fax: 416.863.1515

Email: iaversa@airdberlis.com
Tel: 416.865.3082

Fax: 416.863.1515

Canadian Lawyers for Tellabs, Inc.

MILLER THOMSON LLP

Scotia Plaza

40 King Street, West, Suite 5800
P.O. Box 1011

Toronto, Ontaric M5H 351

Maurice Fleming

Email: mfleming@millerthomson.com
Tel: 416.595.8686
Fax:  416.595.8695

Lawyers for Verint Americas Inc. and Verint
Systems, Inc.




AN

TO:

AN

D

D

AND
TO:

DAVIS LLP

1 First Canadian Place
Suite 5600

100 King Street West
Toronto, Ontario M5X 1E2

Bruce Darlington
Jonathan Davis-Sydor

bdarlington@davis.ca
416.365.3529
416.369.5210

Email;
Tel:
Fax:

Email: jdavissydor@davis.ca
Tel:  416.,941,5397
Fax:  416.365.7886

Lawyers for Brookfield LePage Johnson
Controls Facility Management Services

AIRD & BERLIS LLP
Barristers & Solicitors
Brookfield Place, P.O. Box 754
181 Bay Street, Suite 1800
Toronto, Ontario M5J 279

AND

Steven L. Graff

lan E. Aversa

Email: sgraff@airdberlis.com
Tel: 416.865.7726

Fax: 416.863.1515

Email: iaversa@airdberlis.com
Tel: 416.865.3082

Fax: 416.863.1515

Lawyers for Perot Systems Corporation

DOCSTOR: 1600901123

00018

McMILLAN LLP

Brookfield Place, Suite 4400
181 Bay Street

Toronto, Ontario M5J 2T3

Andrew F, Kent
Tushara Weerasooriya

Hilary E. Clarke

Email: andrew.kent@mcmillan.ca

Tel: 416.865.7160

Fax: 416.865.7048

Email: hilary.clarke@mcmillan.ca

Tel: 416.865.7286

Fax: 416.865.7048

Email: tushara.weerasooriya@mecmillan.ca
Tel: 416.865.7262

Fax: 416.865.7048

Lawyers for Royal Bank of Canada

McMILLAN LLP

Brookfield Place, Suite 4400
181 Bay Street

Toronto, Ontario M5J 273

Brett Harrison
Adam C. Maerov

Email: brett.harrison@mcmillan.ca
Tel: 416.865.7932

Fax: 416.865.7048

Email: adam.maerov@mcmillan.ca
Tel; 416.865.7285

Fax: 416.865.7048

Lawyers for Citibank




AND
TO:

AND
TO:

AND
TO:

- 10 -

CASSELS BROCK & BLACKWELL LLP AND
40 King Street West, TO:
Suite 2100

Toronto, Ontario M5H 3C2

Deborah S. Grieve
Email: dgrieve@casselsbrock.com

Tel: 416.860.5219
Fax: 416.350.6923

Lawyers for Alvarion Ltd.

GARDINER ROBERTS LLP AND
Suite 3100, Scotia Plaza TO:
40 King Street West

Toronto, ON MS&H 3Y2

Jonathan Wigley
Vern W. DaRe

Email: jwigley@gardiner-roberts.com
Tel: 416.865.6655
Fax; 416.865.6636

Email: vdare@foglers.com
Tel: 416.865.6641
Fax: 416.865.6636

Lawyers for Amphenol Corporation

AIRD & BERLIS LLP AND
Barristers & Solicitors TO:
Brookfield Place, P.O. Box 754

181 Bay Street, Suite 1800

Toronto, Ontario M5J 279

Sanjeev P.R. Mitra

Email: smitra@airdberlis.com

Tel:  416.863.1500
Fax: 416.863.1515

Lawyers for Enbridge Gas Distribution Inc.

DOCSTOR: 160090123

00019

BLANEY McMURTRY LLP
Barristers and Solicitors

1500 - 2 Queen Street East
Toronto, Ontario M5C 3G5

Domenico Magisano
Email: dmagisano@blaney.com

Tel: 416.593.2996
Fax:  416.593.5437

Lawyers for Expertech Network Installation
Inc.

McMILLAN LLP
Brookfield Place
181 Bay Street, Suite 4400
Toronto, Ontario M5J 273

Alex llchenko
Email: alex.ilchenko@mcmillan.ca

Teth 416.307.4116
Fax:  416.365.1719

Lawyers for Right Management Inc.

CASSELS BROCK & BLACKWELL LLP
2100 Scotia Plaza

40 King Street West

Toronto, Ontario M5H 3C2

E. Bruce Leonard
David S. Ward
Michael Casey

Email: bleonard@casselsbrock.com

dward@casselsbrock.com
mcasey@casselsbrock.com

Tel: 416.860.6455
Fax: 416.640.3054

Lawyers for the UK Pension Protection Fund
and Nortel Networks UK Pension Trust
Limited




AN

TO:

AN

TO:

D

D
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MCFARLANE LEPSOE AND
Barristers & Solicitors TO:
70 Gloucester Street, Third Floor
Ottawa, Ontario K2P 0A2
Paul K. Lepsoe
Email: pklepsoe@mcfarlanelaw.com
Tel: 613.233.2679
Fax: 613.233.3774
Lawyers for [ron Mountain Canada
Corporation and Iron Mountain Information
Management, Inc.
McCARTHY TETRAULT LLP AND
Suite 5300, Toronto Dominion Bank Tower  TO:

Toronto, Ontario M&5K 1E6

Thomas G. Heintzman
Junior Sirivar

Email: theinzm@mccarthy.ca
Tel: 416.601.7627

Fax: 416.868.0673

Email: jsirivar@mccarthy.ca
Tel: 416.601.7750

Fax: 416.868.0673

Lawyers for Frank Andrew Dunn

DOCSTOR: 160090123

00020

IRVING MITCHELL KALICHMAN LLP
Place Alexis Nihon, Tour 2

3500 Boulevard De Maisonneuve Ouest
Bureau 1400

Montreal, Quebec H3Z 3C1

Kurt A. Johnson

Email : kiochnson@imk.ca
Tel: 514.935.5765
Fax: 514.935.2998

Lawyers for GF| INC., a division of Thomas &
Betts Manufacturing Inc.

NELLIGAN O'BRIEN PAYNE LLP
Barristers and Solicitors

50 O’'Connor Street

Suite 1500

Ottawa, Ontario K1P 6.2

Janice B. Payne
Steven Levitt
Christopher Rootham

Email: [anice.payne@nelligan.ca
steven.levitt@nelligan.ca
christopher.rootham@nelligan.ca

613.231.8245
613.788.3655

Tel:
Fax:

Lawyers for the Steering Committee of Nortel
Canadian Continuing Employees — Post
CCAA as at January 14, 2009




AND
TO:

AND

AND
TO:
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BAKER & McKENZIE LLP
Brookfield Place, P.O. Box 874
181 Bay Street, Suite 2100
Toronto, Ontario M5J 273

Chris Besant

Lydia Salvi

Email: chris.besant@bakernet.com
Tel: 416.865.2318

Fax: 416.863.6275

Email: |ydia.salvi@bakernet.com
Tel: 416.865.6944

Fax:  416.863.6275

Lawyers for Jabil Circuit Inc.

SCHNEIDER & GAGGINO
375 Lakeshore Drive
Dorval, Quebec H3S 2A5

Dan Goldstein
Marco Gaggino

Email: dgoldstein@schneidergaggino.com

mgaggino@schneidergaqgino.com

514.631.8787
514.631.0220

Tel:
Fax:

Lawyers for the Teamsters Quebec Local
1999

EURODATA
2574 Sheffield Road
Ottawa, Ontario K1B 3v7

Nanci Shore
Emall: panci@eurodata.ca
Tel: 613.745.0921

Fax:  613.745.1172

DOCSTOR: 1600901\23

00021

AND BENNETT JONES LLP

TO

AN

TO:

AN

TO:

D

D

1 First Canadian Place
Suite 3400
Toronto, Ontario M5X 1A4

Robyn M. Ryan Bell
Mark Laugesen

Email: ryanbellr@bennettiones.com
laugesenm@bennettiones.com

416.863.1200
416.863.1716

Tel:
Fax:

Lawyers for Tel-e Connect Systems Ltd. and
Tel-e Connect Systems (Toronto) Lid.

MINDEN GROSS LLP
145 King Street West, Suite 2200
Toronto, Ontario M5H 4G2

Timothy R. Dunn

Email: tdunn@mindengross.com
Tel: 416.369.4335

Fax:  416.864.9223

Lawyers for 2748355 Canada Inc.

BALDWIN LAW PROFESSIONAL
CORPORATION

54 Victoria Avenue

Belleville, Ontario K8N 5J2

lan W, Brady

Email: jbrady@baldwinlaw.ca
Tel: 613.771.9891

Fax: 613.771.9998

Lawyers for Sydney Street Properties Corp.
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TO:
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TO:
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AND
TO:

AETL TESTING, INC.
130 Chaparral Court, Suite 250
Anaheim, California 92808

Raffy Lorentzian

Email: raffy.lorentzian@ntscorp.com

Tel: 714.998.4351
Fax; 714.998.7142

Lawyers for AETL Testing, Inc.

SHIBLEY RIGHTON LLP
Barristers and Solicitors

250 University Avenue, Suite 700
Toronto, Ontario M5H 3E5

AND
TO:

Arthur O. Jacques
Thomas McRae

Email: arthur.Jacques@shibleyrighton.com
Tel: 416.214.5213
Fax; 416.214.5413
Email : thomas.mcrae@shibleyrighton.com
Tel: 416.214.5206
Fax: 416.214.5400

Lawyers for The Recently Severed
Canadian Nortel Employees Committee

NATIONAL TECHNICAL SYSTEMS
130 Chaparral Ct., Suite 250
Anaheim, California, U.S.A.

92808

AND

Raffy Lorentzian

Email: raffv.lorentzian@ntscorp.com

Tel: 714.998.4351

DOCSTOR: 160090123

00022

AIRD & BERLIS LLP
Barristers & Soiicitors
Brookfield Place, P.O. Box 754
181 Bay Street, Suite 1800
Toronto, ON M5J 279

Steven L. Graff

lan E, Aversa

Email: sgraff@airdberlis.com
Tel: 416.865.7726

Fax; 416.863.1515

Email: javersa@airdberlis.com
Tel: 416.865.3082

Fax: 416.863.1515

Lawyers for Huawei Technologies Co, Ltd.

SHIBLEY RIGHTON LLP
Barristers and Solicitors

250 University Avenue, Suite 700
Toronto, Ontario M5H 3E5

Arthur O. Jacques
Thomas McRae

arthur.jacques@shibleyrighton.com
416.214.5213

Email:
Tel

Fax:  416.214.5413
Email : thomas.mcrae@shibleyrighton.com
Tel: 416.214.5206
Fax: 416.214.5400

Co-Counsel for the Steering Committee of
Nortel Canadian Continuing Employees —
Post CCAA as at January 14, 2009

GOWLING LAFLEUR HENDERSON LLP
Suite 1600, First Canadian Place

100 King Street West

Toronto, ON M5X 1G5

David F.W. Cohen

Email: david.cohen@gowlings.com

Tel:  416.369.6667
Fax:  416.862.7661

Lawyers for General Electric Canada
Equipment Finance G.P. and GE Capital
Canada Leasing Services Inc.




AN

TO:

AN

TO:

D

D
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DAVIS LLP AND
1 First Canadian Place TO:
Suite 5600
100 King Street West

Toronto, ON M5X 1E2

Bruce Darlington
Jonathan Davis-Sydor

Email: bdarlington@davis.ca
Tel: 416.365.3529
Fax:  416.369.5210
Email: |davissydor@davis.ca
Tel: 416.941.5397
Fax: 416.365.7886

Lawyers for Computershare Trust Company
of Canada

LAX O’'SULLIVAN SCOTT LLP
Counsel

Suite 1920, 145 King Street West
Toronto, Ontario M5H 1J8

AND
TO:

Terrence O'Sullivan
Shaun F. Laubman

E-mail: tosullivan@counsel-toronto.com

Tel: 416.598,1744
Fax: 416.598.3730
Email: slaubman@counsel-toronto.com
Tel: 416.598.1744
Fax:  416.598.3730

Lawyers for William A. Owens

DOCSTOR: 1600901123

00023

DAVIES WARD PHILLIPS & VINEBERG
LLP

44" Floor

1 First Canadian Place

Toronto, ON M5X 1B1

Robin B. Schwill
Matthew P. Gottlieb

Email: rschwill@dwpv.com
Tel:  416.863.0900

Fax:  416.863.0871

Email: mgottlieb@dwpv.com
Tel:  416.863.0900

Fax:  416.863.0871

Lawyers for Nortel Networks UK Limited (In
Administration)

SIMMONS, DA SILVA & SINTON LLP
Suite 200, 201 County Court Bivd.
Brampton, Ontario

Lew 4L.2

Howard Simmons
Email: howard@sdslawfirm.com

Puneet S. Kohli

Emall: puneet@sdslawfirm.com
Tel: 905.861.2819

Lawyers for Wipro Limited
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AIRD & BERLIS LLP
Barristers & Solicitors
Brookfield Place, P.O. Box 754
181 Bay Street, Suite 1800
Toronto, ON M5J 2T9

AND
TO:

Steven L. Graff
lan E. Aversa

Email: sgraff@airdberlis.com
Tel: 416.865.7726

Fax: 416.863.1515

Email: javersa@airdberlis.com
Tel: 416.865.3082

Fax: 416.863.1515

Lawyers for the Current and Former
Employees of Nortel Networks Inc. who are
or were Participants in the Long-Term
Investment Plan Sponsored by Nortel

Networks Inc.
McMILLAN LLP AND
Brookfield Place TO:

181 Bay Street, Suite 4400
Toronto, Ontario, M5J 273

Sheryl E. Seigel .
Email: sheryl.seigel@mcmillan.ca

Tel:  416.307.4063
Fax: 416.365.1719

Lawyers for The Bank of New York Mellon

BLAKE, CASSELS & GRAYDON LLP
199 Bay Street, Suite 2800

Commerce Court West

Toronto, Ontario M5L 1A9

AND

Susan M. Grundy

Marc Flynn

Email: susan.grundy@blakes.com
Tel:  416.863.2572

Fax: 416.863.2653

Email: mare.flynn@blakes.com
Tel: 416.863.2685

Fax: 416.863.2653

Lawyers for Telefonaktiebolaget L M
Ericsson (publ)

DOCSTOR: 1600901123

00024

McCARTHY TETRAULT LLP
Suite 5300, TD Bank Tower
Toronto Dominion Centre
Toronto, Ontario M5K 1E6

Heather Meredith

Email: hmeredith@mccarthy.ca
Tel: 416.601.8342

Fax: 416.868.0673

Lawyers for Hitachi Communications
Technologies, Lid.

DEPARTMENT OF JUSTICE
Ontario Regional Office

The Exchange Tower, Box 36
130 King Street W., Suite 3400
Toronto, Ontaric M5X 1K6

Diane Winters

Email: dwinters@justice.gc.ca
Tel: 416.973.3172

Fax: 416.973.0810

McCARTHY TETRAULT LLP
Suite 5300, Toronto Dominion Bank Tower
Toronto, Ontario M5K 1E6

Kevin P. McElcheran
Ryan Stabile

Email: kmcelcheran@mccarthy.ca
Tel: 416.601.7730

Fax: 416.868.0673

Email: rstabile@mccarthy.ca

Tel: 416.601.8335

Fax:. 416.868.0673

Lawyers for Avaya Inc.




AN

TO:

AN

TO:

D

D
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BLAKE, CASSELS & GRAYDON LLP AND
199 Bay Street, Suite 2800 TO!
Commerce Court West
Toronto, Ontario M5L 1AQ
Pamela Huff
Milly Chow
Hugh DesBrisay
Craig Thorburn
Email: pamela.huff@blakes.com
Tel: 416.863.2958
Fax: 416.863.2653
Email: milly.chow@blakes.com
Tel: 416.863.2594
Fax: 416.863.2653
Email: hugh.desbrisay@blakes.com
Tel: 416.863.2426
Fax: 416.863.2653
Email: craig.thorburn@blakes.com
Tel:  416.863.2965
Fax: 416.863.2653
Lawyers for MatlinPatterson Global
Advisers LL.C, MatlinPatterson Global
Opportunities Partners Il L.P. and
MatlinPatterson Opportunities Partners
(Cayman) Il L.P.
SACK GOLDBLATT MITCHELL LLP AND
20 Dundas Street West TO:

Suite 1100
Toronto, Ontario M5G 2G8

James McDonald
Darrell Brown

Email: jmcdonald@sgmlaw.com

Tel: 416.979.6425
Fax: 416.591.7333
Email: dbrown@sgmiaw.com
Tel: 416.979.4050
Fax: 416.591.7333

Lawyers for Edmund Fitzgerald

DOCSTOR: 1600901123

00025

FOGLER, RUBINOFF LLP
Barristers and Solicitors
Suite 1200
Toronto-Dominion Centre
85 Wellington Street West
Toronto, Ontario M5J 279

Jeffrey K. Spiegelman

Email: jspiegelman@foglers.com
Tel: 416.864.9700

Fax:  416.941.8852

Lawyers for Belden (Canada) Inc.

VINCENT DAGENAIS GIBSON LLP/s.r.l
Barristers and Solicitors

600-325 Dalhousie Street

Ottawa, ON K1N 7G2

Thomas Wallis
E-mail: thomas.wallis@vdg.ca

Tel:  613.241.2701
Fax:  613.241.2599

Lawyers for La Regie des Rentes du Quebec
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TO:

AN
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D
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STIKEMAN ELLIOTT LLP
5300 Commerce Court West
199 Bay Street

Toronto, ON M5L 1B9

AND
TO:

Sean F. Dunphy

Email: sdunphy@stikeman.com
Tel: 416.869.5662

Fax:  416,947.0866
Lawyers for GENBAND Inc.

BORDEN LADNER GERVAIS LLP
Barristers and Solicitors

Scotia Plaza, Suite 4400

40 King Street West

Toronto, ON M4H 3Y4

AND
TO:

John D. Marshall
Craig J. Hill

Email: imarshall@bligcanada.com
Tel: 416,367.6024

Fax:  416.361.2763

chill@blgcanada.com
416,367.6156

416.631.7301

Email:
Tel:
Fax:

Lawyers for the U.K. Pensions Regulator

ROCHON GENOVA LLP
121 Richmond Street West
Suite 900

Toronto, ON M5H 2K1

AND
TO:

Joel P. Rochon

Email: jrochon@rochongenova.com

Tel: 416.363.1867
Fax: 416.363.0263

Lawyers for the Opposing LTD Employees

DOCSTOR: 1600901\23
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STIKEMAN ELLIOTT LLP
445 Park Avenue, 7" Floor
New York, NY 10022

Gordon Cameron
Ron Ferguson

Email: gncameron@stikeman.com
Tel: 212.845.7464

Fax:. 212.371.7087

Email: rferquson@stikeman.com
Tel: 212.845.7477

Fax: 212.371.7087

Lawyers for GENBAND Inc.

BLAKE, CASSELS & GRAYDON
Box 25, Commerce Court West
199 Bay Street, Suite 2800
Toronto, Ontario M5L 1A9

Pamela J. Huff
J. Jeremy Forgie

Email: pamela.huff@blakes.com
Tel: 416,863.2958

Fax: 416.863.2653

Email: [eremy.forgie@blakes.com
Tel: 416.863.3888

Fax:  416.863.2653

Lawyers for The Northern Trust Company,
Canada

LERNERS LLP

130 Adelaide St. West
Suite 2400

Toronto, ON M5H 3P5

William E. Pepall

Email: wpepali@lerners.ca
Tel: 416.601.2352

Fax: 416.867.2415

Lawyers for the Former Employees in Respect
of the Distribution of the Corpus of the Health
and Welfare Trust
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TO:

AN

TO:
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MACLEQD DIXON LLP AND
3700 Canterra Tower TO:
400 Third Avenue SW
Calgary, Alberta
T2P 4H2

Kyle D. Kashuba

Email: kyle.kashuba@macleoddixon.com
Tel: 403,267.8399
Fax:  403.264.5973

Constellation NewEnergy Canada Inc.

CLEARY GOTTLIEB STEEN & HAMILTON AND
LLP TO:
One Liberty Plaza

New York, NY 10006

James Bromley
Lisa Schweitzer
Martin N. Kostov

Email: jbromley@cgsh.com
Ischweitzer@cgsh.com

mkostov@cash.com
212.225.2000

212.225.3999

Tel
Fax:

Lawyers for Nortel Networks Inc.

DOCSTOR: 1600901\23
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SACK GOLDBLATT MITCHELL
500 - 30 rue Metcalfe St.
Ottawa, ON K1P 5L4

Peter Engelmann
Fiona Campbell

Email: pengelmann@sgmlaw.com
Tel: 613-482-2452

Fax; 613-235-3041

Email: fcampbeli@sgmlaw.com
Tel: 613-482-2451

Fax:  613-235-3041

Lawyers for the LTD Beneficiaries in Respect of
the Distribution of the Corpus of the Health and
Welfare Trust

McCARTHY TETRAULT LLP
Suite 5300, Toronto Dominion Bank Tower
Toronto, Ontario M5K 1E6

Barbara J. Boake

James D. Gage
Elder C. Marques

E-mail: bboake@mccarthy.ca

Tel: 416.601.7557

Fax: 416.868.0673

Email: jgage@mccarthy.ca
Tel: 416.601.7539

Fax: 416.686.0673

Email: emarques@mccarthy.ca
Tel: 416.601.7822

Fax: 416.686.0673

Lawyers for Morneau Shepell Limited
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McMILLAN LLP
Brookfield Place

181 Bay Street, Suite 4400
Toronto, ON MS5J 2T3

D. Brent McPherson

Email:
Tel:
Fax:

Lawyers for Wells Fargo Bank, National

brent.mcpherson@mcmilian.ca

416.307.4103
416.304.3769

Association, as successor by merger to
Wachovia Bank, N.A., in its capacity as
Servicer for the Nortel Networks Pass-
Through Trust, Series 1-1

FOGLER, RUBINOFF LLP
Barristers and Solicitors
Suite 1200
Toronto-Dominion Centre
95 Wellington Street West
Toronto, Ontario M5J 2Z9

Jeffrey K. Spiegelman

Email:

Tel:
Fax:

ispiegelman@foglers.com

416.864.9700
416.941.8852

Lawyers for Apex Logistics Inc.

TORYS LLP

79 Wellington St. W., Suite 3000
Toronto-Dominion Centre
Toronto, Ontario M5K 1N2

Michael Rotsztain
Adam M. Slavens

Email:
Tel:
Fax:

Email:
Tel:
Fax:

mrotsztain@torys.com
416.865.7508

416.865.7380

aslavens@torys.com
416.865.7333
416.865,7380

Lawyers for Ranger, Inc.

DOCSTOR: 160090123
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AND DAVID STEER

TO

AN

TO:

AN

TO:

D

D

10 Cypress Court
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Court File No: 09-CL-7950

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.S8.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
NORTEL NETWORKS CORPORATION, NORTEL NETWORKS LIMITED, NORTEL
NETWORKS GLOBAL CORPORATION, NORTEL NETWORKS INTERNATIONAL

CORPORATION AND NORTEL NETWORKS TECHNOLOGY CORPORATION

APPLICATION UNDER THE COMPANIES’ CREDITORS ARRANGEMENT ACT,
R.8.C. 1985, c. C-36, AS AMENDED

AFFIDAVIT OF JOHN DOOLITTLE
(sworn September 19, 2011)

I, John Doolittle, of the city of Oakville in the Province of Ontario, MAKE OATH AND
SAY:
1. I am the Senior Vice-President, Corporate Services and Chief Financial Officer of Nortel
Networks Corporation ("NNC") and Nortel Networks Limited ("NNL"). I have held those
positions since March 22, 2010. From August 10, 2009 to March 21, 2010, I was the Senior
Vice-President, Finance and Corporate Services. From June 23, 2008 to August 10, 2009, I was
the Treasurer. From October 14, 2002 to June 12, 2006, I was the Vice-President, Tax and from
March 13, 2000 to October 14, 2002, I was the Assistant Treasurer. I have been the President of
Nortel Networks Global Corporation and Nortel Networks International Corporation since
October 10, 2009 and I have been a Director of Nortel Networks Technology Corporation since
August 15, 2009. As such, I have personal knowledge of the matters to which I hereinafter
depose in this Affidavit. Where [ do not possess personal knowledge, I have stated the source of

my information and, in all such cases, believe it to be true.
2. I swear this affidavit in support of the motion for:

(a) a "Compensation Claims Methodology Order" in substantially the form contained

in the Applicants' Motion Record;
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(b) a "Compensation Claims Procedure Order" in substantially the form contained in

the Applicants' Motion Record; and
(¢) such further and other relief as counsel may request and the Court may grant.

3. Capitalized terms not otherwise defined herein shall have the meanings ascribed to such

terms in the Compensation Claims Procedure Order contained in the Applicants’ Motion Record.

BACKGROUND

Proceedings in Canada, the United States and the United Kingdom

4. On January 14, 2009, the Applicants were granted protection under the Companies’
Creditors Arrangement Act, R.S.C. 1985, ¢. C-36, as amended (the "CCAA") pursuant to an
initial order of this Honourable Court, and Ernst & Young Inc. was appointed as monitor (the

"Monitor") in the CCAA proceedings.

5. Also on January 14, 2009, certain of NNC’s United States subsidiaries (together with
Nortel Networks (CALA) Inc., the "U.S. Decbtors") made voluntary filings in the U.S.
Bankruptcy Court for the District of Delaware under Chapter 11 of the U.S. Bankruptcy Code.
Nortel Networks (CALA) Inc. subsequently filed under Chapter 11 of the U.S. Bankruptcy Code.

6. Additionally, on January 14, 2009, Nortel Networks UK Limited and certain subsidiaries
of the Nortel group incorporated in Europe, the Middle East or Africa ecach obtained an
administration order for the appointment of administrators from the High Court of England and
Wales under the Insolvency Act 1986. These debtors together with Nortel Networks Israel
(Sales and Marketing) Limited are herein referred to as the "EMEA Debtors".

7. Further details regarding the background to these proceedings and the various other
proceedings are set out in affidavits previously filed in these proceedings and are therefore not

repeated herein,
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PRIOR ORDERS REGARDING CLAIMS AGAINST THE APPLICANTS

8. An Amended and Restated Claims Procedure Order dated July 30, 2009 (the "2009
Claims Procedure Order") was made by this Court, establishing a process for the proving of

"Claims", as defined therein.

9. Certain categorics of claims were excluded from the definition of "Claims" as defined in
the 2009 Claims Procedure Order; among the excluded categories of claims were inter-company
claims, "Compensation Claims" as defined therein, grievance claims, and the claims of any
director or officer for indemnification and/or contribution arising from such director’s or officer's

service to any Applicant (collectively, the "Excluded Claims").

10. A Claims Resolution Order was made by this Court on September 16, 2010, establishing
the resolution process for "Claims" as defined in the 2009 Claims Procedure Order. Consistent
with the 2009 Claims Procedure Order, the Claims Resolution Order did not establish resolution

procedures for Excluded Claims.

11. An EMEA Claims Procedure Order was made on January 14, 2011, establishing a claims
procedure (including resolution procedures) for certain inter-company claims, being claims

between the EMEA Debtors and the Applicants.

NEED FOR A COMPENSATION CLAIMS PROCESS

12. The Applicants are moving forward to deal with certain "Excluded Claims" as defined in
the 2009 Claims Procedure Order, so that these claims can also be determined for the purposes of
voting and distribution under a plan of arrangement. Of the categories of "Excluded Claims"
referred to in the 2009 Claims Procedure Order, four will have been addressed if the

Compensation Claims Procedure Order is made in the form that has been requested.

13.  With respect to inter-company claims: (i) the largest claims of the U.S. Debtors against
the Applicants has been addressed by a Final Canadian Funding and Settlement Agreement dated
December 23, 2009 among the Applicants, the Monitor, and the U.S. Debtors, wherein the
Applicants agreed to accept a claim by NNI against NNL in the aggregate amount of U.S.
$2.0627 billion, and (ii) the Applicants sought and obtained an "EMEA Claims Procedure Order"
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on January 14, 2011, which establishes a process for the proving and resolution of "EMEA

Claims" as therein defined (being other significant inter-company claims).

14. The draft Compensation Claims Procedure Order deals with three other categories of
"Excluded Claims", being (i) Compensation Claims (as defined in the 2009 Claims Procedure
Order), (ii) grievance claims under collective agreements, and (iii) indemnity and contribution

claims by current or former officers and directors.

15.  One of the largest claims against the Applicants, in aggregate, will be the claims of their
employees, former employees, pensioners and their survivors, including long-term disability
beneficiaries (collectively, "Employees"); as noted in the Monitor’s Seventy-Fifth Report dated
September 19, 2011 filed in support of this motion (the "Monitor's Report") and in the actuarial
materials filed with respect to this motion, these Employee liabilities are estimated in aggregate

1o exceed one billion dollars.

16.  Accordingly, a mechanism for the determination of Employee claims, together with
grievance claims and the claims of directors or officers for indemnification or contribution
("Indemnification Claims"), must be established in order that there will then be claims processes

for all of the significant anticipated claims against the Applicants.

17.  The establishment of a process to determine Employee claims and Indemnification
Claims will help to avoid potential future delays in the administration of the Canadian estates, in

determining claims for voting and distribution purposes.

METHODOLOGIES FOR CALCULATING COMPENSATION CLAIMS

18. Approximately 16,000 Employees may have employment-related claims against one or
more of the Applicants, given the large number of compensation and benefit programs provided

by the Applicants.

19. It was anticipated by the Applicants, the Monitor and employee representatives that an
individual employee would generally not be in a position to value his or her own claim, since this
would require accessing and analyzing all of the documents and information affecting any

potential claim, and actuarial and other advice would be required.
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20.  In addition, if individuals had been required to submit individual proofs of claim with
respect to their claims, it is likely that a large number of inconsistent calculations and

assessments would have been received in the claims process.

21, The Applicants, the Monitor, the Employee Representatives, Representative Counsel and
the CAW (each as defined in the Monitor's Report) realized that it would be in the interests of all
the Employees and the estate if they could develop and agree upon an acceptable methodology for

the calculation of employment-related claims and a streamlined procedure to deal with them.

22. After extensive discussions and negotiations among the Compensation Claims Participants
(as defined in the Monitor's Report), certain principles were developed that, taken as a whole and
applied consistently to each individual, were acceptable to the Applicants, the Monitor, and to the

Employee Representatives and the CAW, representing different categories of Employees.

23.  The Compensation Claims Methodology Order secks the Court's approval of these
principles and methodologies, so that a claims process can deal with a large number of Employee

claims in a streamlined claims process, as described below.

24. The Compensation Claims Methodology Order, if granted, will approve methodologies for
calculating Benefit Claims, Termination and Severance Pay Claims and Patent Award Claims, as
defined in the Monitor's Report. If such methodologies are approved, then the Monitor, with
actuarial assistance and support, and with the assistance of the Applicants, will be in a position to
inform individual Employees what their identifiable claims are. The vast majority of

employment-related claims will proceed on this basis.

25. While the methodologies in the Compensation Claims Methodology Order, if such an
Order is granted, will be binding on all Employees, Employees will (i) have the opportunity to
review and correct the personal information to which these methodologies will be applied, and (ii)
be able to make employment-related claims other than Benefit Claims, Termination and Severance
Pay Claims and Patent Award Claims, each as defined in the Monitor's Report, by completing and

submitting a Proof of Claim for such other claims.

26. The Compensation Claims referred to in the preceding paragraph are all described in the

Monitor's Report. They are based on the books and records of the Applicants as at December 31,
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2010 and are calculated in accordance with the Mercer 2011 Valuations (as defined in the
Monitor's Report) prepared by Mercer (Canada) Limited ("Mercer") and other appendices to the
Monitor's Report. Given that these Employee claims are described in detail in the Mercer

Reports and the Monitor's Report, I will not describe such claims in this affidavit.

27. The Applicants have cooperated fully and worked closely with the Monitor (and Mercer)
in order to assemble documents and facts with respect to the Employee claims for the purposes
of the Compensation Claims Process and Compensation Claims Methodology, including the data

for the Mercer 2011 Valuations and the Severance Grid (as defined in the Monitor's Report).

GENERAL DESCRIPTION OF COMPENSATION CLAIMS PROCESS

28.  The proposed form of Compensation Claims Procedure Order will, if granted, permit for

a two-track process.

29.  The first track will apply to Benefit Claims, Termination and Severance Pay Claims and

Patent Award Claims, as defined, and in very general terms will operate as follows:

(a) by way of an "Information Statement”, each Employee will be advised of the
amount of his or her individual claim, calculated based on the methodologies
approved in the Compensation Claims Methodology Order as applied to the
personal information with respect to that Employee (as per the Applicants' books

and records);

(b)  there will be a process by which the Employee can request corrections to their

personal information as set out in the Information Statement;

(©) corrections to personal information can be accepted by the Monitor and, if these
corrections change the amount of the Employee's claim, the Employee will be
issued a revised Information Statement and advised of the amount of his or her

revised claim;

(d)  if corrections to personal information are rejected by the Monitor, there are

mechanisms for the discussion, settlement, and ultimately the adjudication of any
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disputes, similar to the mechanisms applicable to the determination of other

creditor claims.

30.  The second track will apply to all Other Compensation Claims (as defined) and, again in

very general terms, operates as follows:

(a) any creditor may submit a Proof of Claim with respect to an Other Compensation
Claim (as defined), being a claim other than those claims being dealt with in the

first track;

(b) there are disallowance, dispute and resolution procedures applicable to the

determination of these claims as well.

31.  The Compensation Claims Procedure Order also contains detailed provisions with respect
to other matters which, taken as whole, will ensure that the claims process comes to the attention of
all parties likely to be affected, and that the process will operate fairly and efficiently, including
provisions relating to (i) publication and notice, (ii) previously settled claims and duplicate claims,
(iii) the Monitor's role, protections for the Monitor, and the tole of representative counsel, (iv) the
transfer of claims, (v) seeking direction from the Court, (vi) service and notice, and (vii) aid and

assistance of other courts and tribunals.

32. Compensation Claims Participants (as defined in the Monitor's Report), including the
Applicants and the Monitor, are all of the view that the process established by the Compensation
Claims Procedure Order, applying the methodologies set out in the Compensation Claims
Methodology Order, will permit for the determination of Employee claims on a fair and efficient

basis.

PRIOR PAYMENTS TO EMPLOYEES

33. During the course of the CCAA procecdings, certain payments to Employees have been
permitted as 'advances' against the dividends that will ultimately be received by these
Employees. It was recognized that such Employees have legitimate claims against the
Applicants, and will ultimately receive dividends on account of those claims. However, in order

to alleviate hardship to these Employees pending the distribution of dividends in the future,
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certain payments were authorized by the Court, being (i) hardship payments (“Hardship
Payments”) pursuant to a program approved by the Court on July 30, 2009 (and by subsequent
Orders extending the program), and (ii) "Termination Payments", to a maximum of $3000, paid
from a "Termination Fund" of $4.3 million established pursuant to an Amended and Restated
Settlement Agreement made as of March 30, 2010 among the Applicants, the Monitor,

Representative Counsel and certain other Employee representatives.

34, As noted in the Monitor’s Report, the dividends to Employees (based on the aggregate
proven claims) will be reduced on a dollar-for-dollar basis by the aggregate amount of Hardship

Payments made to these Employees, whereas the Compensation Claim of Employees will be

reduced by the amount of any Termination Payment received by that Employee.

35. In addition, certain Employees have or will reccive distributions from the Health and
Welfare Trust established by the Applicants. This Health and Welfare Trust, and the distribution
of this Health and Welfare Trust to Employees, has been the subject-matter of prior proceedings
before the Court. Distributions from the Health and Welfare Trust will reduce the aggregate

Compensation Claims of Employees on a dollar-for-dollar basis.

CONCLUSION

36.  The Compensation Claims Methodology Order and the Compensation Claims Procedure
Order will allow the Applicants to advance the CCAA proceedings by establishing mechanisms
to deal with the Compensation Claims and to accept, resolve, seitle or dispute such

Compensation Claims.

37. As a result of the actuarial work done by Mercers, and as a result of discussions among
the Applicants, the Monitor and Representative Counsel, those Employees entitled to Benefit
Claims, Termination and Severance Pay Claims, and/or Patent Award Claims, can be advised of
the identified claims to which they are entitled, based on their personal information and based on
actuarial assumptions and methodologies approved by the Court. This will streamline the
determination of these types of Compensation Claims and result in the consistent treatment of

these types of Compensation Claims.
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38, To ensure the accuracy of the personal information upon which Benefit Claims,
Termination and Severance Pay Claims, and/or Patent Award Claims will be calculated,
Employees will be given the opportunity to review this personal information and to request

corrections.

39.  The proposed Compensation Claims process with allow Employees and Directors and

Officers to make Other Compensation Claims, by completing a proof of claim form.

40. I believe that the Compensation Claims Process represents a fair and reasonable
balancing of the interests of the Applicants' stakeholders, results in a fair and reasonable method
for the calculation and submission of the employment-related claims of the Employees, and was

arrived at in a fair and reasonable process.

SWORN before me at the City of ™
Toronto in the Province of Ontario, on
the 19th day of September, 2011.
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Court File No. 09-CL-7950

ONTARIO
SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, ¢. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF
COMPROMISE OR ARRANGEMENT OF
NORTEL NETWORKS CORPORATION, NORTEL NETWORKS LIMITED,
NORTEL NETWORKS GLOBAL CORPORATION, NORTEL NETWORKS
INTERNATIONAL CORPORATION AND NORTEL NETWORKS
TECHNOLOGY CORPORATION

SEVENTY-FIFTH REPORT OF THE MONITOR
DATED SEPTEMBER 19, 2011

I. INTRODUCTION

1. On January 14, 2009 (the “Filing Date”), Nortel Networks Corporation (“NNC” and
collectively with all of its subsidiaries, “Nortel” or the “Company”), Nortel Networks
Limited (“NNL”), Nortel Networks Technology Corporation, Nortel Networks
International Corporation and Nortel Networks Global Corporation (collectively, the
“Applicants”) filed for and obtained protection under the Companies’ Creditors
Arrangement Act (“CCAA”). Pursuant to the Order of this Honourable Court dated
January 14, 2009, as amended and restated (the “Initial Order”), Ernst & Young Inc.

(“EYI”) was appointed as the Monitor of the Applicants (the “Monitor”) in the CCAA




00048

S0

proceedings. The stay of proceedings was extended to December 14, 2011, by this

Honourable Court in its Order dated June 30, 2011.

Also on the Filing Date, Nortel Networks Inc. (“NNI”) and certain of its U.S. subsidiaries
concurrently filed voluntary petitions under Chapter 11 of the United States Bankruptcy
Code (the “Code”) in the United States Bankruptcy Court for the District of Delaware
(the “U.S. Court”) (the “Chapter 11 Proceedings”). Nortel Networks (CALA) Inc. filed
a voluntary petition under the Code on July 14, 2009. (Nortel Networks (CALA) Inc.,
NNI and those of its subsidiaries that filed the Chapter 11 Proceedings on the Filing Date,

are referred to collectively as the “U.S. Debtors™).

As required by U.S. law, an official committee of unsecured creditors of the U.S. Debtors
(the “Committee”) was established in January, 2009. Also, an ad hoc group of holders
of bonds issued by NNL, NNC and Nortel Networks Capital Corporation has been
organized and is participating in these proceedings as well as the Chapter 11 Proceedings
(the “Bondholder Group”). In addition, pursuant to Orders of this Honourable Court
dated May 27, 2009, July 22, 2009 and July 30, 2009, respectively, representative
counsel was appointed on behalf of the former employees of the Applicants, the
continuing employees of the Applicants and the LTD Beneficiaries and each of these

groups is participating in the CCAA proceedings.

Nortel Networks UK Limited (“NNUK”) and certain of its subsidiaries located in EMEA
(together the “EMEA Debtors™) were granted Administration orders by the English High
Court on January 14, 2009. These Administration orders appointed Alan Bloom, Stephen

Harris, Alan Hudson and Chris Hill of Ernst & Young LLP as Administrators of the
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various EMEA Debtors, except for Ireland, to which David Hughes (Ernst & Young LLP
Ireland) and Alan Bloom were appointed. On June 8, 2009, the Administrators appointed
in respect of NNUK filed a petition with the U.S. Court for the recognition of the
Administration Proceedings as they relate to NNUK under Chapter 15 of the Code. On
June 26, 2009, the U.S. Court entered an Order recognizing the English Proceedings as

foreign main proceedings under Chapter 15 of the Code.

5. Subsequent to the Filing Date, Nortel Networks SA commenced secondary insolvency
proceedings within the meaning of Article 27 of the European Union’s Council
Regulation (EC) No 1346/2000 on Insolvency Proceedings in the Republic of France
pursuant to which a liquidator and an administrator have been appointed by the Versailles

Commercial Court.

6. Subsequent to the Filing Date, certain other Nortel subsidiaries have filed for creditor

protection or bankruptcy proceedings in the local jurisdiction in which they are located.

II. OVERVIEW

7. Approximately 16,000 of the Applicants’ employees, former employees, pensioners and
their survivors, including LTD Beneficiaries (collectively, the “Employees”) may have
employment-related claims, given the various compensation and benefit programs
provided by the Applicants. Most of these claims relate to the loss of benefits that, but
for the relief sought in this motion, would require individualized actuarial determinations
and calculations. As well, claims by former Employees in connection with the loss of

their employment would require individualized determinations of the applicable notice of
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termination and/or severance period and the calculation of any damages incurred during

such period.

It is a substantial task to value these claims, magnified because Nortel offered
compensation and benefit programs over the course of many decades, during which time
the programs underwent changes. In addition, there were differences in compensation
and benefit programs provided to unionized and non-unionized employees and certain
Employees had individual employment contracts. Further, given Nortel’s international
operations, a number of Employees transferred among jurisdictions and many moved

between different benefit categories of employment over time.

The Applicants, the Monitor, the Employee Representatives, Representative Counsel and
the CAW recognized the magnitude of the task of valuing these claims and the fact that,
generally, individuals are not in a position to value their own claims. In most cases, it
would be impossible for an individual to obtain the necessary actuarial and other advice.
Even if it were possible, individual calculations and assessments might yield inconsistent

results.

The Applicants, the Monitor, the Employee Representatives, Representative Counsel and
the CAW realized that it would be in the interests of all the Employees and the estate if
they could develop and agree upon an acceptable methodology for the calculation of
employment-related claims and a streamlined procedure to deal with them. The
Applicants’ proposed Compensation Claims Process was reached after extensive
discussions and negotiations among the Applicants, the Monitor, the Former Employees’

Representatives, the Former Employees’ Representative Counsel, the LTD Beneficiaries’
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Representative, the LTD Beneficiaries’ Representative Counsel, CAW Counsel, the
Continuing Employees’ Representatives, the Continuing Employees’ Representative
Counsel and their respective actuarial and financial advisors (collectively, the
“Compensation Claims Participants”). These consultations and negotiations led to the
development of certain principles that, taken as a whole and applied consistently to each
individual, were acceptable to the Employee Representatives and the CAW, representing
different categories of Employees. These categories (described more fully below) reflect
the commonality within similarly situated groups of Employees, even though their

individual situations might differ.

Each of the Employee Representatives and Representative Counsel consents to the
proposed Compensation Claims Process and the related Orders. The fact that the
employee groups with potentially differing interests worked together successfully so that
this motion could be brought on consent is a considerable achievement and supports the

fairness and reasonableness of the proposed Compensation Claims Process.

If approved, the proposed Compensation Claims Methodology will be final and binding
on all Employees and stakeholders. The vast majority of employment-related claims will

be valued based on:

(a) identified and agreed-upon benefits and agreed categories of claims, including

post-retirement benefits;

(b) agreed-upon actuarial assumptions and calculations, including with respect to
income benefits, other benefits for LTD Beneficiaries, post-retirement benefits

and non-registered pension plan benefits and, with respect to adjustments relating
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to administrative costs and income tax, as applicable, that increase or “gross up”

claim amounts as described in further detail below and in the Mercer 2011

Valuations attached as Appendices “B” and “C”; and

agreed-upon formulae relating to Termination and Severance Pay Claims,

including the following key components:

(i)

(i)

(iii)

(iv)

™)

recognition of outstanding payments due under pre-filing employment

contracts and termination agreements;

for unionized Employees who were terminated post-filing, a notice of
termination/severance period and/or a lay-off lump sum payment, as set

out in the applicable collective bargaining agreement;

for non-unionized Employees who were terminated post-filing, a notice of
termination/severance period of 3.3 weeks per year of service, with a

minimum of 8 weeks and a maximum of 78 weeks;

employee benefits, pension accruals and entitlements to post-retirement
benefits and non-registered pension plans to which the Employee became

entitled or “grew in” during the applicable notice period; and

with respect to mitigation:

(A)  no deduction will be taken in respect of employees
who were not offered an opportunity to transfer to a

buyer; and
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(B)  a deduction will be taken in respect of former

employees who were transferred to a buyer.'

The application of the proposed termination and severance pay methodology relevant to

each category of employee is summarized in Appendix “D”.

13. Under the proposed Compensation Claims Procedure:

(a) The vast majority of employment-related claims will proceed by way of
individual Information Statements. The Information Statements will reflect the
amount of these claims calculated in accordance with the Compensation Claims
Methodology as well as the underlying data used in such calculation. Individual
Employees will have an opportunity to correct data they believe is inaccurate.
The amount set out in the Information Statement will be accepted as the
individual’s Compensation Claim in the CCAA proceedings for all purposes and
will be changed only if the individual’s proposed information corrections are
accepted by the Monitor and if they affect the Compensation Claim amount.
There will be no opportunity in the Compensation Claims Procedure to challenge
calculations for Compensation Claims made in accordance with the

Compensation Claims Methodology if approved by this Honourable Court.

' Those employees who declined offers of employment from a buyer will be treated as if they had transferred and
deduction will be taken for mitigation. However, their Termination and Severance Pay Claims will not fall below
the amounts prescribed by applicable employment standards legislation.
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(b) There is a parallel proof of claim process which:

(1) allows any individual who believes he/she is entitled to a claim in addition
to the claims set out in the Information Statement to submit such a claim

for determination; and

(11) calls for Grievance Claims, director compensation claims and director or
officer indemnification claims that were excluded from the Applicants’

prior claims process.

14, The total value of Compensation Claims, which rank as ordinary, unsecured claims, is

estimated to be approximately $1.06 billion®, comprised of the following components:
(a) Benefit Claims consisting of:

(1) claims under the Non-Registered Pension Plans of approximately $268

million’; and
(i1) claims for Non-Pension Benefits of approximately $631 million®;

(b) Base Severance Claims of approximately $164 million; and

? This amount will be reduced by distributions received from the corpus of the HWT and any other valid set-offs
relating to amounts owing by the Compensation Creditor to an Applicant but reflects a reduction by payments
received under the Termination Fund. This amount does not include claims of Active Employees, Active Canadian
Service Employees and Active Precision Employees as at the date they cease active employment. In total, these
claims are estimated to be less than the amount to be deducted for HWT distributions.

> This amount includes Termination and Severance Pay Claims relating to the Non-Registered Pension Plans and
Registered Pension Plan accruals.

* This amount includes Termination and Severance Pay Claims relating to the Non-Pension Benefits.
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(©) Patent Award Claims of approximately $285,000°.

15. The Monitor recognizes that the proposed Compensation Claims Process is complex and
the Information Statements will be lengthy. The process and forms reflect the sheer
number of potential Compensation Claims, the need to take into account numerous
individual data points, and the variations in Nortel’s compensation and benefit programs
over time. The Applicants and the Monitor developed a process and forms in consultation
with the other Compensation Claims Participants, including the Employee
Representatives’” governing committees, who devoted significant time and expertise to
the task, and who have indicated their commitment to assisting their constituents in

understanding and, where necessary, responding to, the Information Statements.

16. The Monitor is of the view that the proposed Compensation Claims Process establishes a
fair, reasonable, efficient and orderly process for the calculation and determination of the
numerous employment-related claims against the Applicants. Overall, the Compensation
Claims Process fairly balances the interests of the Applicants’ stakeholders and
represents an important step towards the development of a plan of compromise or
arrangement for the Applicants’ restructuring. It has been arrived at in a fair and
reasonable way, after extensive negotiations among the Compensation Claims

Participants.

> The Patent Award Claim Methodology is set out in Appendix “E”.
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III.PURPOSE OF THIS REPORT

17.

The purpose of this Seventy-Fifth Report of the Monitor is to provide this Honourable

Court with:
(a) information relating to the Compensation Claims Process; and

(b) the Monitor’s support for the Compensation Claims Methodology Order and the

Compensation Claims Procedure Order in the form submitted by the Applicants.

IV. TERMS OF REFERENCE

18.

19.

20.

In preparing this Seventy-Fifth Report, the Monitor has relied upon unaudited financial
information, the Company’s books and records, financial information prepared by the
Company and discussions with management of Nortel. The Monitor has not audited,
reviewed or otherwise attempted to verify the accuracy or completeness of the
information and, accordingly, the Monitor expresses no opinion or other form of

assurance on the information contained in this Seventy-Fifth Report,

Unless otherwise stated, all monetary amounts contained herein are expressed in

Canadian dollars.

Capitalized terms used in this Seventy-Fifth Report are defined in the Glossary attached
as Appendix “A”. Some terms are also defined in the body of this report for ease of
reference. In the Termination and Severance Claim Methodology Appendix, certain
capitalized terms are defined by detailed calculations. These terms are defined in the

appendix itself and are cross-referenced in the Glossary.
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V. BACKGROUND

A. The Claims Procedure Order

21. On July 31, 2009, this Honourable Court granted the Claims Procedure Order.

22. The following claims, among others, were excluded from the Claims Procedure Order:

(a) claims of any current or former employee of any of the Applicants for amounts
owing to him or her on account of wages, salaries, any other form of
compensation (whether sales-based, incentive-based, deferred, retention-based,
share-based or otherwise), severance or termination pay, employee benefits
(including, but not limited to, medical and similar benefits, disability benefits,
relocation or mobility benefits and benefits under employee assistance programs),
pension and retirement benefits, vacation pay and employee expenses, claims of
any current or former employee of any of the Applicants arising from the
administration, management or oversight of any of the pension plans or employee
benefit plans administered or sponsored by the Applicants or their subsidiaries
and the claims of any Director for compensation for acting as a Director including
without limitation fees, deferred share-based compensation, benefits and director

CXpenses;

(b) claims for grievances under any collective agreements to which any of the

Applicants are a party; and

(©) claims of any Director and Officer of the Applicants for indemnification and/or

contribution arising from such Director’s or Officer’s service to any Applicant.
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Compensation and employment-related claims of any person or entity other than an
Employee (i.e., claims of the Ontario Pension Benefits Guarantee Fund, pension plan
administrators or pension regulators) were not excluded. Therefore, deficiency claims

relating to the Registered Pension Plans are subject to the Claims Procedure Order.

The U.S. Debtors also implemented a call for claims procedure with a filing deadline of
September 30, 2009. The U.S. Debtors adopted a different approach, requiring all
employees (current and former) of the U.S. Debtors to fill out and submit proofs of

claims. The adjudication of those claims is ongoing.

Although employee compensation and employment-related claims were excluded from
the Claims Procedure Order, some employees filed employment-related claims with the
Applicants in error. These claims filed in response to the Claims Procedure Order will be
disallowed under the Claims Procedure Order. The claims filed in error under the Claims
Procedure Order will be subject to the Compensation Claims Process. The employee will

either receive an Information Statement Package or a Proof of Claim Document Package.

Employee Representatives and Representative Counsel

Almost all individuals with Compensation Claims are represented in these proceedings

by:
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(a) Court-appointed ~ representative counsel, being the Former Employees’
Representative Counsel, LTD Beneficiaries’ Representative Counsel®, Continuing
Employees® Representative Counsel’ or CAW Counsel (collectively, the

“Representative Counsel”); and

(b) Court-appointed representatives, being the Former Employees’ Representatives,
the LTD Beneficiaries” Representative or the Continuing Employees’

Representatives® (together with the CAW, the “Employee Representatives”).
27. The only individuals not represented by the above appointments are:
(a) 5 Employees who opted out of such representation; and

(b) any (1) former chief executive officer or chairman of the board of directors. (ii)
non-employee member of the board of directors, and (iii) former employees or
officers who are subject to investigation and charges by the Ontario Securities

Commission or the United States Securities and Exchange Commission.

28. The Court Orders appointing the Employee Representatives authorize them to represent

their constituents in these proceedings. Further, the Court Orders appointing the Former

 The Former Employees” Representatives and their counsel and the LTD Beneficiaries’ Representative and her
counsel represent Former Employees and LTD Beneficiaries respectively who were subject to a collective
bargaining agreement with a union other than CAW (which unions include the Canadian Office Employee Union
and the Canadian Union of Communication Workers), including, in the case of the Former Employees, unionized
Post-Filing Transferred Employees.

’ The Continuing Employees’ Representatives and their counsel represent the Active Employees and the non-
unionized Post-Filing Transferred Employees. The order appointing them may require clarification in this regard, as

discussed in paragraph 150 below.

¥ See footnote 7.
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Employees’ Representatives and the LTD Beneficiaries’ Representative expressly state
that they may represent their constituents for the purpose of settling or compromising
their claims in insolvency proceedings or in any other proceeding which has been or may
be brought before this Honourable Court. In addition, the mandate of Representative
Counsel includes acting as counsel in respect of employment-related issues affecting their
constituents in the CCAA proceedings. CAW derives its authority from its retainer in
relation to former CAW members (including Pensioners and their survivors who have
retained the CAW) and as the exclusive bargaining agent for Employees, including LTD

Beneficiaries, who are CAW members.

The Monitor has been advised by the CAW that the retainer executed by certain former

CAW members authorizes:

(a) CAW Counsel to discuss the issues, facts and potential resolutions of their cases

relating to the CCAA proceedings with representatives of the CAW; and

(b) such representatives to provide instructions necessary to conduct these former

members’ cases relating to the CCAA proceedings.

CAW is the sole and exclusive bargaining agent for Employees, including LTD

Beneficiaries, who are CAW members in relation to all employment-related matters.

The Representative Counsel and Employee Representatives have established structures
and mechanisms to communicate with their constituents and provide a forum for
constituents to submit inquiries and raise matters for discussion. These include websites,

email communications and bulletins, information sessions and webinars and the
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establishment of legal steering committees. The Former Employees’ Representatives and
the LTD Beneficiaries’ Representative are actively involved with two organizations
established prior to the appointment of the Employee Representatives: the NRPC and the
CNELTD (previously the NNLTDS), respectively. Through these structures and
mechanisms, Representative Counsel and Employee Representatives are able to assess
the main concerns of a large number of their constituents and use this assessment to settle

claims of their constituents in accordance with their Court-approved mandate.

The appointments of the Employee Representatives and Representative Counsel
established a framework for the Applicants and the Monitor to engage in discussions and
consultations with them throughout the CCAA proceedings, including with respect 1o a
settlement regarding certain employment-related issues and the Compensation Claims

Process.

Representative Counsel and the Employee Representatives have been involved from the
initial stages of development of the Compensation Claims Process. Extensive discussions
and negotiations involving the Compensation Claims Participants have culminated in the
proposed Compensation Claims Methodology and the consent of Employee
Representatives and Representative Counsel to the Compensation Claims Process,

including the Compensation Claims Methodology.

The Emplovee Settlement Agreement

The Settlement Agreement was approved by this Honourable Court by Order dated
March 31, 2010. Leave to appeal the Order was denied by the Ontario Court of Appeal

on June 3, 2010 and the Settlement Agreement has become effective in accordance with
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its terms. Additional information on the Settlement Agreement and the process leading
up to it can be found in the Thirty-Ninth Report, the supplements to the Thirty-Ninth

Report and the Forty-Second Report of the Monitor.
In summary, the Settlement Agreement:

(a) addresses the payment of benefits incurred during 2010 to, among others,

Pensioners and LTD Beneficiaries;

(b) confirms that claims in respect of benefits and relating to the HWT rank as
ordinary unsecured claims on a pari passu basis with the claims of the ordinary

unsecured creditors of the Applicants; and

(©) releases directors, officers, the Trustee and others from certain direct and indirect
claims (other than against a director of Nortel for a matter referred to in

subsection 5.1(2) of the CCAA or with respect to fraud).

Pursuant to the Settlement Agreement and Court orders, eligible terminated employees
(including eligible LTD Beneficiaries) received payments from the Termination Fund
established under the Settlement Agreement. These payments will be deducted from

their Compensation Claims (as described in further detail below).

The Settlement Agreement also provided that the parties would work towards a Court-
approved distribution of the corpus of the HWT to its beneficiaries entitled thereto and

the resolution of any issues necessarily incidental thereto.
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Approval of HWT Allocation Methodology

Nortel established the HWT on January 1, 1980 as a tax-efficient vehicle through which
Nortel would continue to provide employee benefits. Certain of Nortel’s non-pension
employee benefits, including life insurance, long term disability, medical, dental and
survivor income benefits were funded by Nortel on a pay-as-you-go basis but as an
administrative matter were paid using the HWT as a payment mechanism. Certain other

benefit plans were funded in part by the HWT, using trust assets.

In August 2010, the Monitor served and filed its motion for approval of a proposed
allocation methodology with respect to the funds held in the HWT and ancillary relief to
implement the proposed methodology and distribute the funds held in the HWT to the
beneficiaries entitled thereto. The Fifty-First Report of the Monitor, dated

August 27, 2010:

(a) provides details regarding the HWT and the benefits provided thereunder;

(b) attaches the Mercer HWT Report; and

() proposes an allocation methodology for distribution of the HWT corpus.

Pursuant to the HWT Allocation Order dated November 9, 2010, this Honourable Court
approved the HWT Allocation Methodology, under which distributions are being made

pro rata on account of the following benefits:
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(a) Pensioner Life;’

(b) LTD Basic Life;

(c) LTD Income;

(d) LTD Optional Life Benefit;
(e) SIBs; and

® STBs in pay.

40. On November 29, 2010, counsel for a small group of dissenting LTD Beneficiaries filed
leave to appeal the HWT Allocation Order to the Ontario Court of Appeal. The
application was dismissed. An application for leave to appeal to the Supreme Court of
Canada was dismissed on June 9, 2011. Two interim distributions were made from the

HWT, with the approval of this Court, while the leave applications were in process.

41. As a result of the Supreme Court of Canada’s refusal to grant leave to appeal, there is
now certainty that the corpus of the HWT is to be distributed in accordance with the
HWT Allocation Methodology. However, some degree of uncertainty still remains
regarding the final amount that will be available to distribute from the HWT, because it
will be based on the outcome of matters referred to in the Monitor’s prior reports.

Accordingly, the Monitor sought approval for further interim distributions from the

’ The value of Pensioner Life benefits for Pensioners is reduced by the amount paid from the HWT in 2010 for
Pensioner Life premiums.
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HWT. By Court Orders dated June 21, 2011 and August 23, 2011, respectively, this

Honourable Court approved such further interim distributions.

The Monitor has worked and will continue to work diligently with the Applicants, the
Trustee, the LTD Beneficiaries’ Representative and her advisors, the Former Employees’
Representatives and their advisors, the CAW and others to finalize outstanding HWT
matters, including accounting and financial reporting thereon, so that the final

distribution from the HWT may be made to all HWT Participating Beneficiaries.

The claims of the HWT Participating Beneficiaries in the Compensation Claims Process

will be reduced by the distributions they receive from the HWT.

Hardship Fund and Termination Fund

This Court, by Order dated July 30, 2009, approved an employee hardship process
making available up to $750,000 for hardship payments that will reduce the amount of
any eventual distributions to the Employees who receive them. By Orders dated
February 25, 2011 and April 8, 2011, respectively, the total available for hardship
payments was reduced by an amount to be used to supplement the Termination Fund (to
be treated as Termination Fund payments when made) and by a further amount to make
payments to SIB beneficiaries and STB Beneficiaries entitled to STBs in pay (to be used
and treated as hardship fund payments). The total hardship payments to date, including
those authorized by the April 8, 2011 Order but excluding the amounts used to

supplement the Termination Fund, are approximately $299,000.
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The total Termination Fund payments to date are approximately $4.33 million.
Termination Fund payments will reduce the amount of the proven claims of the

Employees to whom they are made.

PROCESS FOR NEGOTIATING AND DEVELOPING THE COMPENSATION
CLAIMS PROCESS

The Applicants and the Monitor worked closely with the Employee Representatives in
identifying potential Compensation Claims, many of which had been previously
identified through the Settlement Agreement and HWT Allocation Methodology approval

processes.

Throughout these CCAA proceedings, the Applicants proceeded with the assistance of

the Monitor and their respective counsel. In summary, among other things, they:

(a) reviewed the records of the Applicants to identify those Employees with

employment contracts, including employment termination contracts;

(b) reviewed the Applicants’ employment policies, including its CARP and the

relevant collective bargaining agreements;

(©) identified potential Compensation Claims and consulted Mercer with respect to
those Compensation Claims requiring actuarial assistance, including data
exchanges, testing for reasonableness and confirmation of data consistency and,
where necessary, made adjustments required to comply with benefit documents;

and

(d) considered, for all claims, with the assistance of counsel:
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(1) the Applicant’s policies and practices;
(11) the nature and quantum of claims; and

(1ii) the legal basis and any uncertainty or litigation risk associated with such

claims.

The Employee Representatives for their part asserted claims, which the Applicants with

the assistance of the Monitor and counsel considered.

After extensive discussion and negotiations among the Compensation Claims
Participants, the basic principles of the Compensation Claims Methodology were
identified and agreed-upon, including the actuarial assumptions. Mercer prepared
valuations, when appropriate, using work done for the HWT Allocation Methodology |
approval motion. Segal, in its capacity as actuarial advisor to the Former Employees’
Representatives, the LTD Beneficiaries® Representative and the Continuing Employees’
Representatives, reviewed Mercer’s assumptions and performed due diligence with
respect to the valuations. The Applicants, with the assistance of the Monitor and counsel,
began a detailed process of considering and applying the basic principles to numerous
fact situations. RSM Richter Inc., in its capacity as financial advisor to the Former
Employees’ Representatives and the LTD Beneficiaries’ Representative, reviewed the

work product from time to time.

The Applicants, with the assistance of the Monitor and counsel, considered the practical

elements of implementing any Compensation Claims process, including:

(a) number of claimants;
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(b) actuarial factors;

(c) number and types of potential claims of any individual Employee given the

number of benefits over time; and

(d) costs.

It was concluded that simply calling for claims would not be realistic, fair or cost-
effective. Consideration was then given to various alternative processes in which, after
the Compensation Claims Methodology was approved, completed forms would be sent to
Employees who have been identified as having a Compensation Claim. Various potential

elements of the procedure were considered, including:

(a) requiring positive confirmation of data;

(b) whether a proof of claim process should be carried on in tandem; and

() the design and nature of any materials.

The Compensation Claims Participants were closely involved in the development of the
Compensation Claims Process. Draft materials were circulated among and commented
on by the Representative Counsel. Further, there were two in person meetings and a
number of telephone meetings in which certain of the Employee Representatives and
their committee members (along with their counsel and advisors) participated directly
with Applicants” counsel, the Monitor and its counsel, and, at one in person meeting, with

Mercer.
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The Compensation Claims Participants agreed on the basic principle that individualized
packages would be developed for each Employee who is identified as having a
Compensation Claim that would include claims results and the individualized data on
which the claims were based. A due diligence process was then followed for the design
and content of the Information Statement Packages and for the Proof of Claim Document
Packages, which were reviewed by the Employee Representatives, including French

translations.

“Mock-ups” of the materials were performed confidentially for individual Employees
identified by the Employee Representatives and who had agreed their claims information
could be shared with the members of their respective committees. The mock-up
exercises provided an opportunity to review the cover letters and Information Statements

for different Employees with different claims, which led to further drafts and refinement.

The next stage was the performance of “test runs” during which claims packages were
run through the calculation process that will be used if the Compensation Claims Process
is approved. Again, the test runs were performed for individual Employees identified by
the Employee Representatives with multiple and different claims chosen with a view to
testing the spectrum of potential claims. The Employee Representatives, their respective
committees and advisors worked with the Employees and gathered comments and
concerns, which were shared with the Applicants and the Monitor. The process and

forms were then further refined and tested.

The Applicants and the Monitor engaged in various discussions with the U.S. Debtors,

the Committee and the Bondholder Group with respect to the Compensation Claims
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Process. The Applicants and the Monitor have been providing an estimate of the
aggregate value of the employment-related claims against the Applicants to the U.S.
Debtors as well as to the Committee and Bondholder Group, which estimates were
materially consistent with the current estimate of the value for the Compensation Claims
of approximately $1.06 billion. The Monitor and the Applicants have also provided the
U.S. Debtors as well as the Committee and the Bondholder Group with an opportunity to
ask questions, including of Mercer, which led to a number of conference calls, a meeting

and exchange of information.

57. The Monitor believes the process resulting in the proposed Compensation Claims
Methodology Order and Compensation Claims Procedure Order was diligent, prudent
and fair and reasonable, while also taking into account and balancing appropriately the

interests of all stakeholders, including various Employee groups.
VII. COMPENSATION CLAIMS AND CLAIMANTS

58. The first step in the Compensation Claims Process is Court approval of the proposed

Compensation Claims Methodology for calculating:
(a) Benefit Claims;

(b) Termination and Severance Pay Claims; and
(c) the Patent Award Claims.

59. With Court approval of the Compensation Claims Methodology, the Applicants and the

Monitor, with actuarial assistance, can proceed to the next step in the Compensation
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Claims Process, namely, the completion of the Information Statements reflecting the
amount of the Compensation Claims calculated in accordance with the Compensation
Claims Methodology and setting out the personal information upon which the
individual’s Compensation Claims have been calculated. The nature of potential claims
differs depending on, among other things, whether the Employee was unionized or non-
unionized, was terminated pre-filing or post-filing or transferred to a buyer, is a pensioner
or his/her survivor, or is an employee on long term disability. The Compensation Claims
Participants have therefore developed and agreed upon the form of Information
Statement, that addresses all the potential claims for each of these various Employee

circumstances.

There will also be a proof of claim process for other employment-related claims that
compensation claimants believe they have against an Applicant, a Director or an Officer
that is not included on the Information Statement, including claims for director
compensation or monetary grievances. However, by far the majority of the

Compensation Claims will proceed by way of Information Statement.

The Compensation Claims Methodology is set out in Section VIII and the Compensation
Claims Procedure in Section IX. Both were developed after identification and
consideration of the employee benefits and the categories of Employees who were

entitled to the benefits.

Employee Benefits

Nortel provided benefits to Employees over the course of many decades. The Applicants

and Monitor reviewed those benefit plans and booklets that are available. Certain benefit
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booklets and Sun Life policies were attached to the Fifty-First Report, which (together

with its Appendices) is available on the Monitor’s website.

63. Starting in 2000, certain communications to employees contained language specifying
that Nortel reserved the right to make changes to its CARP (including retiree benefit

programs) in the future.

64. Effective January 1, 2008, changes were made to the CARP, of which Nortel gave
eighteen months prior notice. Attached as Appendix “F” are employee communications
concerning CARP changes, including certain frequently asked questions and information
concerning those employees who were “grandfathered” or unaffected with respect to

certain existing retiree benefits at December 31, 2007.

65. No further changes were made to the retiree benefits. As at December 31, 2010, Nortel

had in place the following benefit plans or programs:

1) Registered Pension Plans

66. The Applicants provided pension benefits through the Registered Pension Plans. Claims
of the administrators and the regulators of the Registered Pension Plans, among others,
were included in the call for claims pursuant to the Claims Procedure Order. The
Applicants, as administrator of the Registered Pension Plans at that time, filed an
omnibus claim in September 2009 in respect of each of the Registered Pension Plans,
which has not yet been adjudicated or allowed. On October 1, 2010, Morneau became
the administrator of the Registered Pension Plans and it is anticipated that Morneau will

submit an amended claim under the Claims Procedure Order. Although deficiency




-27- 00073

claims related to the Registered Pension Plans are not included in the Compensation
Claims Process, individual claims for loss of pension accrual during the notice period are
addressed as components of the Termination and Severance Pay Claims as well as claims

of LTD Beneficiaries for pension accruals.

2) Non-Registered Pension Plans

67. In addition, the Applicants provided pension benefits under the Non-Registered Pension
Plans, which are summarized in the Mercer 2011 Non-Registered Pension/Pension
Accruals Valuation. Copies of the Non-Registered Pension Plans are attached as

Appendices “G” to “K”.

68. The Applicants ceased making payments under the Non-Registered Pension Plans on the
Filing Date. Claims relating to the Non-Registered Pension Plans are included in the
Compensation Claims Process. The Applicants propose these claims be calculated based
on the methodology and assumptions set out in the Mercer 2011 Non-Registered

Pension/Pension Accruals Valuation.

3) Non-Pension Benefits

69. The Applicants also provided the Non-Pension Benefits. Pursuant to the Settlement
Agreement, the Applicants ceased paying the Non-Pension Benefits as at December 31,
2010. Claims relating to the Non-Pension Benefits are included in the Compensation
Claims Process. The Applicants propose that these claims be calculated based on the

methodology and assumptions set out in the Mercer 2011 Non-Pension Benefits




70.

71.

72.

8- 00074

Valuation. These benefits are summarized below and described in greater detail in the

Fifty-First Report of the Monitor and the supplements thereto.
(a) Pensioner Benefits

Nortel provided the following benefits to Pensioners:

(a) Pensioner Life;

(b) ADB;

(©) Pensioner M&D; and

(d) STB M&D Accrual.

Pensioner Life premiums were historically paid from HWT assets. Pensioner M&D was
historically funded by Nortel on a pay-as-you-go basis but, as an administrative matter,
was paid using the HWT as the payment mechanism. These practices continued during
the CCAA proceedings and, as provided under the Settlement Agreement, until

December 31, 2010.
(b) LTD Benefits

LTD benefits are provided when short-term disability benefits end and continue until the

earlier of:
(a) the date the employee returns to active status; or

(b) age 65, when the employee qualifies for pensioner benefits.
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73.  Nortel provided the following L. TD benefits:

(a) waiver of premium for the following benefits while an individual is on LTD

benefits:
(1) LTD Basic Life;
(i1) LTD Optional Life Benefit;
(iif)  LTD AD&D Benefit; and
(iv) LTD Dependent Life Benefit;
(b) LTD M&D;
(c) LTD-STB Accrual; and
(d) LTD Income.

74. LTD Income was historically paid from HWT assets. Other LTD benefits were
historically funded by Nortel on a pay-as-you-go basis but, as an administrative matter,
were paid using the HWT as the payment mechanism. These practices continued during
the CCAA proceedings, prior to the Settlement Agreement. Under the Settlement
Agreement, all LTD benefits were paid by Nortel on a pay-as-you-go basis until

December 31, 2010.

75. The Settlement Agreement provided for termination of employment of LTD Beneficiaries

on December 31, 2010 and that:
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“such termination shall not affect in any manner any rights the LTD
Beneficiaries or anyone claiming through them may have, cither under a
collective agreement, at common law or pursuant to any statute in relation
to ordinary unsecured claims against Nortel arising out of their
employment or termination thereof, including but not limited to claims for
future lost long term disability or income continuation benefits, pension
benefits or pension benefit accruals, and medical, dental and life insurance
benefits, nor should affect in any manner their ability to participate in any
program of benefits for which they are eligible that is established as a
successor to the plans in which they participated prior to December 31,

20107,
() Survivor Income Benefits

SIBs have not been provided since before the commencement of the CCAA proceedings
but continue to be paid to a group of surviving spouses. SIBs were historically paid by
the HWT from HWT assets, which continued during the CCAA proceedings prior to the
Settlement Agreement. Under the Settlement Agreement, SIBs were paid by Nortel on a

pay-as-you-go basis until December 31, 2010.
(d)  Survivor Transition Benefits

STBs were funded on a pay-as-you-go basis by Nortel but, as an administrative matter,
were paid using the HWT as the payment mechanism. This practice continued during the
CCAA proceedings and, as provided under the Settlement Agreement, until December

31,2010.
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78. STBs were closed during 2003. Those people who were entitled to STBs at that time
(namely, survivors then in pay, survivors of individuals who retired prior to April 1, 2003
and who remained LTD Beneficiaries with no interruptions of more than 60 days) were

grandfathered.
(e) Optional Life Benefit

79.  Nortel provided basic, core group life insurance (group life — part I), for all active
employees. In addition, Nortel offered Optional Life (also known as group life — part II)
to active employees at their own cost, insured by Sun Life under a policy naming Nortel
as the policyholder. Optional Life participants changed from year to year as they decided
to opt in or out of coverage or their employment was terminated. Optional Life is term
life insurance, with benefits terminating no later than January Ist following an Optional
Life participant’s 65th birthday. Each Optional Life participant selected an amount of

coverage by applying the benefit formula.

“) Patent Awards Program

80.  Nortel provided the Patent Filing Award to Employees for patent applications filed or the
Patent Issuance Award for patents issued on inventions that an Employee made during
his or her term of active employment with Nortel. Any such inventions and patents were
assigned to Nortel in accordance with the conditions of employment. Nortel has advised

the Monitor that:

(a) it began the patent awards program in September 1996;
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(b) the program was amended in September 1999, October 2001 and July 2005
(although the 2005 amendments did not change the amount of the awards from

the 2001 program);

() awards were provided based on the program in place at the time the event
occurred giving rise to an award (i.e. if a patent application was filed in 2000, the
employee-inventor would have received the Patent Filing Award based on the
program in place in 2000 and, if that same patent was issued in 2006, the
employee-inventor would have received the Patent Issuance Award based on the

program in place in 2006); and

(d) Nortel ceased making payments under the patent awards program effective

December 31, 2009.

Based on the information available to the Monitor, the total value of the claims under the
patent awards program is approximately $285,000. Attached as Appendix “L” is a

summary of Nortel’s patent awards program.
Vacation Policy

Pursuant to the Nortel Vacation Policy:

(a) a Non-Unionized Employee:

(1) accrues vacation entitlement every month based on years of continuous

service as follows:
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(A)  less than 10 years of service — 15 days per annum or
112.5 hours per annum, based on an hourly accrual

rate of 9.375 hours per month;

(B)  after 10 years and less than 19 years of service — 20
days per annum or 150 hours per annum, based on

an hourly accrual rate of 12.5 hours per month; and

(C)  after 19 years of service — 25 days per annum or
187.5 hours per annum, based on an hourly accrual

rate of 15.625 hours per month;

(ii) prior to 2001, an employee who accrued vacation at a higher rate than
listed above (or who was eligible for a higher accrual rate by December
31, 2000) was grandfathered and continued to carn vacation at the higher

rate; and

(1i1) upon cessation of employment, any accrued and unused vacation is paid

out;

(b) certain  Non-Unionized Employees have employment contracts setting out
vacation accrual entitlement that may differ from the entitlement described in (a)
above, in which case, vacation entitlement accrues in accordance with the
employment contract, and upon cessation of employment any accrued and unused

vacation is paid out; and
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(c) a Unionized Employee accrues vacation entitlement in accordance with the
applicable collective bargaining agreement and upon cessation of employment,

accrued and unused vacation is paid out.

B. Claimants
83. The Employees have been grouped in categories based on their potential Compensation

Claims. In each category, the potential claims are the same, and are calculated using the
same methodology, for which the same information is required. There are a number of
categories for which the claims are specific to that category, although there is also
overlap between categories. For example, LTD Beneficiaries have potential claims
specific to them as well as certain of the potential claims of the Former Employees and
Pensioners. Whether an individual has a particular Compensation Claim will depend on
the individual circumstances. The following are the potential Compensation Claims by

category of claimant.

1 Deferred Vested Employees, Canadian Service Employees and Precision Employees

84.  For those Deferred Vested Employees who do not have Termination and Severance Pay

Claims'®, the potential Compensation Claims are:
(1) claims under Non-Registered Pension Plans; and

(ii) Patent Award Claims.

"% Deferred Vested Employees who have a Termination and Severance Pay Claim are included in the Pre-Filing
Terminated Employees category and their claims will be calculated in accordance with the Pre-Filing Terminated
Employee Termination and Severance Claim Methodology.
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85. The potential Compensation Claims of Canadian Service Employees are claims under

Non-Registered Pension Plans.
86. The potential Compensation Claims of Precision Employees are claims under the RAP.

2) Pre-Filing Terminated Employees, Post-Filing Terminated Employees and
Pensioner Eligible Terminated Employees

87.  The potential Compensation Claims of Pre-Filing Terminated Employees, Post-Filing

Terminated Employees and Pensioner Eligible Terminated Employees are:

(a) Termination and Severance Pay Claims calculated in accordance with the Pre-
Filing Terminated Employee Termination and Severance Claim Methodology,
Post-Filing  Terminated Employee Termination and Severance Claim
Methodology or the Pensioner Eligible Terminated Employee Termination and
Severance Claim Methodology, as applicable (set out in Sections A, B and D of

Appendix “D”); and
(b) Patent Award Claims.
3) Post-Filing Transferred Employees

88. The buyers of the Applicants’ business units offered employment to certain of the
Employees in those business units on substantially the same terms as the Applicants, but
did not offer post-retirement benefits, non-registered pension plans or defined benefit
pension plans.  The potential Compensation Claims of Post-Filing Transferred

Employees are:
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Termination and Severance Pay Claims calculated in accordance with the Post-
Filing Transferred Employee Termination and Severance Claim Methodology (set

out in Section C of Appendix “D”); and

Patent Award Claims.

) Pensioners'!

89. The potential Compensation Claims of Pensioners are:
(a) claims under Non-Registered Pension Plans;
(b) SIB claims;
(c) STB claims, including claims for accrual of STBs;
(d) claims for Pensioner M&D including STB M&D Accrual;
(e) claims for Pensioner Life, including ADB and death benefits; and
® Patent Award Claims.

5 LTD Beneficiaries

90. The potential Compensation Claims of LTD Beneficiaries are:

(a)

claims for LTD Basic Life, LTD Optional Life Benefit, LTD AD&D Benefit and

LTD Dependent Life Benefit;

" For the purposes of describing their potential claims, Pensioners do not include Post-Filing Transferred
Employees who were retirement eligible on the date of transfer or became retirement cligible during the proposed
applicable notice period.
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claims for LTD M&D;
claims for LTD Income;
claims for accrual of STBs;

claims for continuation of defined benefit or defined contribution accruals under

the Registered Pension Plans;

claims under the Non-Registered Pension Plans;
claims for Pensioner M&D;

claims for Pensioner Life, including ADB;
Patent Award Claims; and

Termination and Severance Pay Claims calculated in accordance with the LTD
Beneficiary Termination and Severance Claim Methodology (set out in Section E

of Appendix “D”).

Active Employees

Active Employees have continued their employment with a buyer of the Applicants’

businesses, have or will retire if they become eligible to do so, have or will be terminated

as the Applicants sell and wind down their remaining business operations or have or may

voluntarily leave the employ of an Applicant.

The types of potential Compensation Claims of Active Employees against the Applicants

that will form the basis of their Compensation Claim amount and personal Information
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Statement will depend on the status of the Active Employee when he or she ceases

employment with an Applicant and are as follows:

(a) if the Active Employee continued his/her employment with a buyer, claims as a

Post-Filing Transferred Employee;

(b) if the Active Employee is terminated, claims as a Post-Filing Terminated

Employee or Pensioner Eligible Terminated Employee;

(c) if the Active Employee meets the applicable benefit eligibility requirements on
the date on which the Active Employee ceases to be an Active Employee and that

Active Employee retires from one of the Applicants, claims as a Pensioner; and

(d) if the Active Employee voluntarily leaves the employ of an Applicant, no claim

other than a Patent Award Claim.

Vill. COMPENSATION CLAIMS METHODOLOGY

93. With the potential Compensation Claims identified, the Compensation Claims
Participants agreed on a methodology for calculating the Benefit Claims, the Termination
and Severance Pay Claims and the Patent Award Claims, for which the Applicants are
seeking approval in this motion. The Compensation Claims all rank as ordinary,

unsecured claims against the Applicants.

A. Benefit Claims

94. Faced with the uncertainty of future events and the conflict inherent in each beneficiary

seeking to maximize his or her recovery by obtaining the highest possible valuation, the
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Monitor believes the use of agreed-upon actuarial assumptions is a reasonable, fair and
practical approach to the required valuation. The Mercer 2011 Valuations were prepared
following extensive consultation with Segal, the actuary for the Employee

Representatives, and the other Compensation Claims Participants.

Mercer prepared the Mercer 2011 Valuations, copies of which are attached as
Appendices “B” and “C” hereto. The Mercer 2011 Valuations were prepared for the
purpose of determining the value of Benefit Claims, Non-Registered Pension Plan Claims
and the portions of the Termination and Severance Pay Claims relating to Registered
Pension Plan accruals, Non-Registered Pension Plans and Non-Pension Benefits for
purposes of the Compensation Claims Process. The reports outline in detail the
methodology and assumptions used to arrive at the valuation results and are based on the
most recent data available as at December 31, 2010, as reflected in the Applicants’ books

and records, which data may be updated from time to time.

The data and assumptions on which the Mercer 2011 Valuations are based are set out in

the valuations.

The actuarial assumptions used in the Mercer 2011 Non-Pension Benefits Valuation are
substantially the same as the assumptions used in the Mercer HWT Report, on which the
HWT Allocation Methodology was based. Mercer has prepared a detailed list of the
differences between the Mercer HWT Report and the Mercer 2011 Non-Pension Benefits

Valuation, which is attached as Appendix “M”.

Other than the matters on which Mercer received instructions based on the agreement

among the Compensation Claims Participants, and the discount rates and costs of living
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adjustment rate, which were updated in accordance with actuarial standards, there are no
differences of a substantive nature or which have a substantial impact on the value of the
Compensation Claims. There are differences in presentation designed to make certain of

the information more easily understood.

99. The Applicants and the Monitor took into account Nortel’s historic cost of providing the
Non-Pension Benefits, including the administrative and tax expenses, and availability and
cost of replacing coverage for these benefits. The Compensation Claims Participants

reached agreement that Mercer should be instructed to make the following adjustments:

(a) an increase of 10% on the present value of medical and dental benefits'? (the

“Administrative Costs Gross Up”); and

(b) a net effective 10% gross up for income taxes on the present value of the
following claims" (the “Income Tax Gross Up”) to reflect the potential negative

consequences of receiving the following benefits as a lump sum:

(1) Pensioner Life, including ADB and all LTD Life insurances (i.e., Basic

Life, Optional Life, AD&D, Dependent Life);
(ii) claims under Non-Registered Pension Plans;

(1i1) claims for Registered Pension Plan accruals;

"> For example, assuming a present value of $100, the Administrative Cost Gross Up will result in a claim value of
$110.

" For example, assuming a present value of $100, the Income Tax Gross Up will result in a claim value of $111.11.
The net effective gross-up puts the claimant in the same net position assuming a 10% tax rate.
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(iv)  SIBs; and
(v) STBs.

100.  The Mercer 2011 Valuations will be used to prepare the individual Information
Statements (including the calculation of the Benefit Claims and components of the
Termination and Severance Pay Claims set out therein) for submission in the
Compensation Claims Process and will form the basis for distributions to compensation

claimants from the Applicants’ estates.

10I. In preparing the Information Statements, Mercer will apply the same actuarial
assumptions and data dates used to value the benefits to each Identified Claimant. For
Active Employees, Active Canadian Service Employees and Active Precision
Employees, Mercer will apply the same actuarial assumptions but based on a
determination date of the date employment ceased with respect to discount rates, inflation
and mortality as determined by the Canadian Institute of Actuaries’ standard at that time.
Mercer will also apply unique employee information to determine the individual amounts
for the Benefit Claims and the portions of the Termination and Severance Pay Claims
relating to Registered Pension Plan accruals, the Non-Registered Pension Plans and Non-

Pension Benefits, as indicated in the Mercer 2011 Valuations.

B. Termination and Severance Pay Claims

102.  Although Nortel had termination and severance guidelines, it did not have a general
termination and severance policy that applied to all employees and could be considered

part of their employment contract. Therefore, the methodology for calculating
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Termination and Severance Pay Claims was the subject of extensive discussions and
negotiations among the Applicants, the Monitor and the other Compensation Claims

Participants.

103. With respect to the notice of termination/severance period specifically, a number of
factors, including age, years of service, position and compensation, were considered, as
well as how mitigation could be taken into account in a practical way. After due
diligence (including modelling of different factors with different weightings) and
negotiations among the Compensation Claim Participants, agreement was reached that an
approach using only years of service and without mitigation for those Terminated
Employees who did not have employment contracts dealing with termination and
severance and who did not transfer to buyers but with mitigation for those Terminated
Employees who transferred or declined transfer to buyers would achieve a reasonable,
fair and practical result that can be applied objectively and uniformly among the affected

Employees.

104. A rate of 5.14% was applied for employee benefits during the notice period to base
weekly or base monthly salary, as applicable. This approximates the Applicants’ 2010
cost of providing medical and dental benefits, life insurance benefits, travel and other

insurance benefits and the employer match portion of RRSP contributions.

105, Attached as Appendix “D-1” is a description of the proposed methodology for calculating
Termination and Severance Pay Claims for each category of Employee. Attached as
Appendix “D-2” is the Aggregate Severance Grid reflecting the aggregate liability for

Base Severance Claims under the proposed methodology and attached as Appendix “D-
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3” are charts reflecting the Severance Grid Formulae for calculating the Base Severance
Claims for each category of Terminated Employees. The methodology varies depending
on the timing of termination and the category of compensation claimant in which the
Terminated Employee belongs. For example, Terminated Employees who were
terminated or provided with notice of termination before the Filing Date received a
termination package forming the basis of their Termination and Severance Pay Claim.
The Termination and Severance Pay Claims of Employees terminated after the Filing
Date will be calculated using a proposed methodology that differs depending, for
example, on whether the Employee was unionized, was transferred (or was offered

transfer) to a buyer or was on long term disability benefits.

106.  Where the applicable minimum notice period (and severance period for Ontario
employees) under the ESA Minimum Notice/Severance Period is greater than the
proposed methodology notice period for Non-Unionized Employees terminated post-
filing, the individual Information Statement will reflect the applicable statutory period

and the applicable severance calculations will be made and shown accordingly.

107.  In preparing the Information Statements, the Applicants and the Monitor will apply the
applicable Termination and Severance Claim Methodology described in Appendix “D-17

and reflected on the Severance Grid.

C. Patent Award Claims

108.  The methodology for the calculation of Patent Award Claims is set out in Appendix “E”.
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IX. COMPENSATION CLAIMS PROCEDURE

A,

109.

Information Statement Process

If the Compensation Claims Orders are granted, the vast majority of claims will proceed
by way of the Information Statement process. In summary, under the Information

Statement process:

(a) The Information Statement Package will be sent to Identified Claimants, who do
not include Active Employees, Active Canadian Service Employees or Active

Precision Employees;

(b) Active Employees, Active Canadian Service Employees and Active Precision
Employees will be sent an Information Statement Package in a prescribed period

of time after their employment has ceased;

(c) Claimants will have an opportunity to correct their Personal Information and to
file a proof of claim for Other Compensation Claims, being claims other than
Benefit Claims, Termination and Severance Pay Claims and Patent Award
Claims. The methodology for the calculation of the Compensation Claims, if

approved, cannot be challenged;

(d) The Monitor may accept or disallow the changes to information and a proof of

claim;

(e) There is a resolution process for disputed information and claims.
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110. A copy of the English version in substantially the form of the Information Statement
Package which will be individualized and mailed to each Identified Claimant according
to his or her indicated language preference as per the Applicant’s records is attached as
Appendix “N”. A French version of the Information Statement Package will be attached
as an appendix to a supplementary report of the Monitor to be served and filed in advance

of the within motion. The Information Statement Package is comprised of:

(a) a cover letter summarizing the Compensation Claims Process, which will include
the aggregate amount of the Employee’s Compensation Claims against the
Applicants calculated in accordance with the Compensation Claims Methodology

using data as of December 31, 2010 from the Applicants’ books and records:
(b) the Information Statement consisting of’
(1) Form A — Your Compensation Claim Amount; and
(ii) Form B — Your Personal Information Change Form;
(c) Guide to Using Form B;
(d) Form C Proof of Claim; and
(e) Guide to Completing Form C.

111.  The Applicants and the Monitor, with actuarial assistance, will complete an Information
Statement for each of the Identified Claimants, Active Employees, Active Canadian

Service Employees and Active Precision Employees using the Compensation Claims
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Methodology and data as at December 31, 2010 from the Applicants’ books and records

(as updated from time to time).
112.  Each Information Statement will include:
(a) Form A (Your Compensation Claim Amount) setting out the Employee’s:

1) Termination and Severance Pay Claim amount, if applicable, as calculated

based on the applicable Termination and Severance Claim Methodology;

(ii) Benefit Claim amount, if applicable, under one or more of the Non-
Registered Plans as calculated pursuant to the methodology and

assumptions in the Mercer 2011 Valuations; and

(ii1) Patent Award Claim amount, if applicable, as calculated based on the

Patent Award Claim Methodology; and

(b) Form B (Your Personal Information Change Form) setting out the Personal
Information relating to the particular Employee as at December 31, 2010
(completed based on the books and records of the Applicants, as updated from
time to time) that is used in the determination of the Compensation Claim
amounts, which section includes a column for the Employee to indicate any
corrections to the data (together with supporting documentation to be attached)
and the Confirming Changes Section, to be signed and completed by the
Employee only if that Employee has requested changes or corrections to the

personal information.
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113, The Information Statements indicate the “Employer of Record” based on the books and
records of the Applicants. An issue has been raised as to whether the Applicant named as
Employer of Record is necessarily the only or the appropriate entity to be responsible for
the Employee’s claim given, among other things, that Employees were transferred among
the Applicants. The Compensation Claims Participants have agreed to defer this issue
while the Applicants develop a Plan, which may render the issue moot, depending on the

nature of the Plan.

114.  The cover letter and Information Statement include sections that are applicable to specific
categories of Employees. Only the section relevant to a specific Employee will be sent to
that Employee. English and French versions of examples of the form of personalized
cover letter and Information Statement that will be sent to Pre-Filing Terminated
Employees, Post-Filing Terminated Employees, Post-Filing Transferred Employees,
Pensioners and LTD Beneficiaries will be attached as appendices to a supplementary

report of the Monitor to be served and filed in advance of the within motion.

115, Also included in the Information Statement Package is a Guide to Using Form B. This
Guide 1s intended to assist the Employee in understanding the various data points that are
completed for the Employee in Form B, which, in turn, will assist the Employee in
determining whether any of the Personal Information requires correction. In addition, the
Guide describes documents that the Employee can look to in order to verify the particular
data point and that can be used as supporting documentation to be attached to the
Confirming Changes Section should the Employee determine that a correction is

required.
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116.  An Employee who has any changes or corrections to Form B must mark those changes or
corrections in the corrections column, attach supporting documentation, complete and
sign the Confirming Changes Section and return Form B as so completed and signed (a
“Request for Correction”) to the Monitor so that it is received by the Monitor on or
before 4:00 p.m. (Eastern Time) on December 23, 2011 (the “Request for Correction

Bar Date”).

117. The Information Statement Package will also be sent to Active Employees, Active
Canadian Service Employees and Active Precision Employees, however, the process and
bar date with respect to these active employees differs. Any claims an Active Employee,
Active Canadian Service Employee or Active Precision Employee may have as at
December 31, 2010 are subject to adjustment once that employee ceases active
employment. In addition, an Active Employee, Active Canadian Service Employee or
Active Precision Employee may have claims that arise between January 1, 2011 and the
date on which that employee ceases active employment. Accordingly, it is only once an
Active Employee, Active Canadian Service Employee or Active Precision Employee
ceases active employment that such employee will receive an Information Statement
setting out his or her applicable Compensation Claims (a “Rolling Information
Statement”), which Information Statement is subject to a rolling bar date, namely on or
before 4:00 p.m. (Eastern Time) on the date that is forty-five calendar days after the day
on which an Information Statement was sent to that Active Employee, Active Canadian
Service Employee or Active Precision Employee (the “Request for Correction Rolling
Bar Date”, together with the Request for Correction Bar Date, the “Correction Bar

Date”).
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118. The Monitor, in consultation with the Applicants, will review and consider any Requests
for Correction and may accept the corrections requested or reject them (in whole or in
part). The Monitor will provide copies of the Requests for Correction received to the

applicable Representative Counsel.
119.  If the Request for Correction is accepted and the correction(s):

(a) change the Compensation Claim amount set out in the Employee’s Form A, the
Monitor will send a Revised Information Statement with explanatory cover letter
to the Employee reflecting the correction(s) to the Personal Information and the

revised Compensation Claim amount; or

(b) do not change the Compensation Claim amount set out in the Employee’s Form
A, the Monitor will send a Notice of Acceptance (Personal Information) to the
Employee indicating acceptance of the change in the Personal Information and

that the change does not result in a revised Compensation Claim amount.

120. Where a Request for Correction has not been received by the Monitor on or before the
applicable Correction Bar Date, or a Request for Correction has been accepted in writing
by the Monitor, then the Compensation Claim amount and Personal Information set out in
the Information Statement, Revised Information Statement, or Notice of Acceptance
(Personal Information), as applicable, shall be final and binding for all purposes,
including for the purposes of voting and distribution under the Plan, and the Employee
shall be barred from disputing the Compensation Claim amount or Personal Information

set out therein and from making any Claim inconsistent with such Personal Information.
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121.  If the Request for Correction is rejected, the Monitor will send the Employee a Notice of
Disallowance (Personal Information) together with a blank Dispute Notice (Personal
Information) and the Employee will have an opportunity to dispute that disallowance,

each in the manner and as described in Section D below.

122. Notwithstanding the foregoing, if the Monitor independently discovers or is made aware
of any errors in the Personal Information that affect the amount of the Compensation
Claim of such Employee, the Monitor has the discretion to make those corrections. If
any such errors are discovered and corrections are made by the Monitor, the Monitor will
send a Monitor Corrected Information Statement together with a blank Dispute Notice
(Personal Information) to the individual, who will have 28 calendar days after the
Monitor Corrected Information Statement is sent to dispute the revised data in the
Monitor Corrected Information Statement, which will be subject to the dispute resolution

process for Compensation Claims.

B. Proof of Claim Process

123. As discussed, the Compensation Claims Process is structured so that the vast majority of
claims are based on Information Statements and any accepted Requests for Correction,
rather than individual proofs of claim. However, as referenced above, certain claims
were excluded from the Claims Procedure Order. As a result, an individual Form C

Proof of Claim must be filed:
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(a) by the individual if:

(1) an Employee believes he/she has any other claim against any one or more
of the Applicants, the Directors or Officers for amounts owing to him/her
in his/her capacity as an employee or arising from the administration,
management or oversight of any pension plans or employee benefit plans
administered or sponsored by the Applicants or their subsidiaries that is
not included in Form A (Your Compensation Claim Amount) of the

Information Statement;

(i1) a Director believes he/she has a claim for compensation for acting as a
director, including, without limitation in respect of fees, deferred share-

based compensation, benefits and director expenses; and

(111) a Director or Officer believes he/she has a claim against one or more of
the Applicants for indemnification and/or contribution arising from such

Director’s or Officer’s service to any Applicant; and
(b) by the applicable union if an Employee believes he or she has a Grievance Claim.

The claims set out in (a) and (b) above are referred to collectively as the “Other

Compensation Claims”.'* A copy of substantially the form of the Proof of Claim

Document Package is attached as Appendix “O”,

' Some of these claims were subsequently released pursuant to the Settlement Agreement and the Order approving

it.
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124. Any Proof of Claim (other than with respect to an Active Employee, Active Canadian
Service Employee or Active Precision Employee) must be filed so that it is received by
the Monitor prior to 4:00 pm (Eastern time) on December 23, 2011 (the “Proof of Claim

Bar Date”).

125. Any Active Employee, union in respect of a Grievance Claim of an Active Employee,
Active Canadian Service Employee or Active Precision Employee must file a Form C
Proof of Claim so that it is received by the Monitor prior to 4:00 pm (Eastern time) on the
date that is forty-five calendar days after the day on which the Information Statement
Package was sent to that Employee (the “Proof of Claim Rolling Bar Date” with the

Proof of Claim Bar Date, as applicable, the “Applicable Proof of Claim Bar Date”).

126.  Any Compensation Creditor (or union with respect to a Grievance Claim) who does not
file a Form C Proof of Claim (together with supporting documentation) which is received
by the Monitor on or before the Applicable Proof of Claims Bar Date (a) shall be forever
barred from making or enforcing any Other Compensation Claim against the Applicants,
or any of them, or against the Directors or Officers, or any of them; (b) shall not be
entitled to vote at the Creditors’ Meeting with respect to any Other Compensation Claim
in respect of the Plan or to receive any distribution thereunder, and (c) in respect of any
Other Compensation Claim, shall not be entitled to any further notice, and shall not be

entitled to participate as a creditor, in these proceedings.

C. Notice to Creditors

127. Within 10 business days following the making of the Compensation Claims Procedure

Order, the Monitor will post on its website at www.cy.com/ca/Nortel an electronic copy
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of the Motion Record relating to the within Motion and will also, as a separate link, post

an electronic copy of the following documents:

(a) the Compensation Claims Procedure Order;

(b) Guide to Using Form B (in both English and French);

() a Proof of Claim Document Package (in both English and French);

(d) the Mercer 2011 Valuations (Appendices “B” and “C”);

(e) the Termination and Severance Claim Methodology (Appendix “DD”); and
) the Patent Award Claim Methodology (Appendix “E”).

128. The Monitor will send a copy of the following by ordinary mail at the Employee’s
address as last shown in the Applicants® records within 21 business days of the making of

the Compensation Claims Procedure Order:
(a) the applicable Information Statement Package to each Identified Claimant;

(b) a Proof of Claim Package to those employees referred to in paragraph 25 who are

not sent an Information Statement Package;

(c) to the Active Employees, a letter substantially in the form as attached as

Appendix “P”;

(d) to the Post-Filing Transferred Employees who are not receiving an Information
Statement Package, a letter substantially in the form as attached as Appendix “Q”

and a Proof of Claim Document Package; and




129.

130.
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(e) to Employees with out of country addresses who are not receiving an Information
Statement Package, a letter substantially in the form attached as Appendix “R”

and a Proof of Claim Document Package.

The letters will be translated into French and sent in French or English, as applicable,
according to the indicated language preference of the Employee as per the Applicant’s
records. French versions of the letters will be attached as appendices to a supplementary

report of the Monitor to be served and filed in advance of the within motion.

The Monitor will send a copy of the Information Statement Package to each Active

Employee, Active Canadian Service Employee and Active Precision Employee:

(a) within twenty-one (21) Business Days of December 31, 2011 for those (A) Active
Employees and Active Canadian Service Employees the Applicants have
informed the Monitor ceased to be an Active Employee or Active Canadian
Service Employee, as applicable, on or before December 31, 2011 and (B) Active
Precision Employees the Former Employees’ Representative Counsel have
informed the Monitor and the Applicants ceased to be an Active Precision

Employee on or before December 31, 2011; or

(b) within twenty-one (21) Business Days after (A) the Applicants inform the
Monitor that the Active Employee or Active Canadian Service Employee ceased
to be an Active Employee or Active Canadian Service Employee, as applicable,
on or after January 1, 2012 and (B) the Former Employees’ Representative
Counsel inform the Monitor and the Applicants that the Active Precision

Employee ceased to be an Active Precision Employee on or after January 1, 2012.
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131.  If an Information Statement Package, Proof of Claim Document Package or letter
referred to in paragraph 128 is returned by the post office as having an incorrect address,
the Monitor and the Applicants will make reasonable efforts to ascertain a correct address

for the applicable individual and resend the applicable documents to such individual.

132, Within 21 business days of the making of the Compensation Claims Procedure Order, the
Monitor will cause to be published a notice for publication in the form attached as
Appendix “S” hereto in English in the Globe and Mail (National Edition), The Ottawa
Citizen, the Calgary Herald, the Toronto Star, the Belleville Intelligencer, the Kingston
Whig Standard, the London Free Press, Vancouver Sun, Halifax Chronicle Herald and

the Montreal Gazette and in French in La Presse and Le Droit.

133.  In addition, provided that such request is received by the Monitor prior to the applicable
claims bar date, the Monitor will send the applicable Claims Package to any person
claiming to be a Compensation Creditor as soon as reasonably possible after receipt of

such a request from a potential compensation creditor.
134.  In the Monitor’s view:

(a) each of the Request for Correction Bar Date, Proof of Claim Bar Date, Request
for Correction Rolling Bar Date and the Proof of Claim Rolling Bar Date is
reasonable in that they provide at least 45 calendar days from the date of mailing
of the Information Statement Packages during which compensation claimants may
review the Personal Information, evaluate their employment-related claims
against the Applicants and/or Directors/Officers and submit any Requests for

Correction or Proofs of Claim; and
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(b) the identification of Compensation Creditors, the mailing of Claims Packages, the
posting of the documents on the Monitor’'s website and the newspaper
advertisements described above will provide sufficient and timely notification to
allow Compensation Creditors to submit any Requests for Correction and Proofs

of Claim by the applicable claims bar date.

D. Resolution of Claims

135. Any Claim, as determined in accordance with the Compensation Claims Orders, shall be
final for all purposes including any Plan filed with this Honourable Court and any

distributions made to creditors of the Applicants pursuant to such Plan.

136.  The Monitor, in consultation with the Applicants and, if a Claim is asserted against a
Director or Officer, such Director or Officer, will review all Requests for Correction and
each Form C Proof of Claim filed on or before the applicable claims bar date and at any

time may:

(a) request additional information from a Compensation Creditor; and

(b) accept or disallow (in whole or in part):

(1) the corrections requested in any Request for Correction by delivering to
the applicable Compensation Creditor a Revised Information Statement or
Notice of Acceptance (Personal Information), as applicable, if the Request
for Correction is accepted or, if the Request for Correction is rejected, in
whole or in part, a Notice of Disallowance (Personal Information),

together with a blank Dispute Notice (Personal Information); and
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(ii) the amount and/or status of the Other Compensation Claim set out in any
Form C Proof of Claim. If a Form C Proof of Claim is rejected, in whole
or in part, the Monitor will deliver to the applicable Compensation
Creditor a Notice of Disallowance (Proof of Claim), together with a blank

Dispute Notice (Proof of Claim).

The forms of Notice of Acceptance (Personal Information), Notice of Disallowance
(Personal Information), Notice of Disallowance (Proof of Claim), Dispute Notice
(Personal Information) and Dispute Notice (Proof of Claim) are attached hereto as

Appendices “T” to “X”.

137. Any Compensation Creditor who intends to dispute a Notice of Disallowance must file a
Dispute Notice with the Monitor no later than 4:00 pm (Eastern time) on the date that is
28 calendar days after the Monitor sends the Notice of Disallowance or Monitor

Corrected Information Statement,

138.  Where a Compensation Creditor who receives a Notice of Disallowance or Monitor
Corrected Information Statement fails to file a Dispute Notice with the Monitor within
the time limited therefor, the amount and status of such Compensation Creditor’s Claim,
together with the Personal Information, shall be deemed to be as set out in the Notice of
Disallowance or Monitor Corrected Information Statement and shall establish such

Compensation Creditor’s proven claim.

139.  The Monitor believes the period of time to file a Dispute Notice is reasonable as most

creditors will have performed an evaluation of their Claim prior to submitting a Request
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for Correction or Proof of Claim and therefore should be in a position to respond within

the time period established.

140.  Upon receipt of a Dispute Notice, the Monitor, in consultation with the Applicants and a
Director or Officer if the Claim is asserted against such Director or Officer, may attempt
to consensually resolve the amount of the Claim with the Compensation Creditor. If the
Claim is not settled within a time period or in a manner satisfactory to the Monitor, the
Monitor may refer the dispute to a Claims Officer for determination or, in the alternative,

bring the dispute before this Honourable Court for determination.

141, If the Monitor refers the dispute to a Claims Officer for determination, the Claims Officer
will determine the manner, if any, in which evidence may be brought before the Claims

Officer by the parties as well as any other procedural or substantive manners.

142. The Claims Officer shall notify the Compensation Creditor, Monitor, the Applicants and,
if a Claim is asserted against a Director of Officer, such Director or Officer, as soon as
practicable and in any event no later than 30 calendar days from the closing of
submissions or such other date as the Claims Officer and the Monitor may agree, as to the
Claims Officer’s determination of the amount and status of the Compensation Creditor’s

Claim.

143, The Applicants propose that each Compensation Creditor, the Monitor and a Director or
Officer, if'a Claim is asserted against such Director or Officer, have the ability to appeal a
determination of the Claims Officer by way of motion to this Honourable Court filed

within ten business days of delivery of such determination.
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144.  The amount and status of all Claims as finally determined in accordance with the forms
and procedures set out in the Compensation Claims Orders and as described above shall
be final for all purposes, including any Plan, and including without limitation for any
distribution made to Compensation Creditors and no other Claim may be made by a

Compensation Creditor.

E. Role of Employee Representatives and Representative Counsel

145.  The Employee Representatives and Representative Counsel will assist and facilitate their
constituents in reviewing the Information Statements, filing any proofs of claim for any
Other Compensation Claims and respond to inquiries their constituents may have

regarding the Information Statements and Compensation Claims Process.

146.  Representative Counsel will hold a series of informational webinars following service of
the Compensation Claims Process materials in order to provide an overview of the
Compensation Claims Process, including the proposed methodology and Information
Statement process, to their respective constituents and an opportunity for their
constituents to ask any questions they may have regarding the Compensation Claims

Process. The proposed schedule for the informational webinars is as follows:

(a) Pensioners, Terminated Employees, Unionized Post-Filing  Transferred

Employees and CAW members - The Former Employees’ Representatives,

Former Employees’ Representative Counsel and their financial and actuarial
advisors, with the participation of CAW Counsel, will hold informational

webinars on September 22, 2011 and September 30, 2011;




147.
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(b) LTD Beneficiaries and CAW members - The LTD Beneficiaries’ Representative,

LTD Beneficiaries’ Representative Counsel and their financial and actuarial
advisors, with the participation of CAW Counsel, will hold a special
informational webinar on September 30, 2011, which is supplementary to the
webinars for Pensioners, Terminated Employees, Unionized Post-Filing

Transferred Employees and CAW members on September 22 and 30, 2011; and

() Active Employees and Non-Unionized Post-Filing Transferred Employees - The

Continuing  Employees’ Representatives and  Continuing Employees’
Representative Counsel will hold an informational webinar on September 26,

2011.

It is anticipated that following approval of the Compensation Claims Process and delivery
of the Information Statements, Representative Counsel will also hold a series of webinars
and “roadshows” in a variety of locations to facilitate an understanding of the
Information Statements and proof of claim process and respond to inquiries. The

anticipated schedule for these informational webinars and roadshows is as follows:

(a) Pensioners, Terminated Employees and Unionized Post-Filing Transferred

Employees - The Former Employees’ Representatives, Former Employees’
Representative Counsel and their financial and actuarial advisors will hold an

informational webinar on November 10, 2011 and the following roadshows:

1) Calgary - November 14, 2011;

(i1) Toronto - November 15, 2011 and November 24, 2011;




(b)

(c)

(d)

ol 001

(1i1) London - November 16, 2011;

(iv) Bellville - November 17, 2011;

(v) Kingston - November 17, 2011;

(vi) Ottawa - November 21, 2011; and

(vii) Montreal - November 22, 2011;

LTD Beneficiaries - The LTD Beneficiaries’ Representative, LTD Beneficiaries’

Representative Counsel and their financial and actuarial advisors will hold an
informational webinar on November 10, 2011 and roadshows in the same

locations and dates as set out in (a) above;

CAW members — The informational webinars referenced in (a) and (b) above will

be open to CAW members and CAW Counsel will participate in those webinars.
CAW Counsel will also participate in the roadshows referenced in (a) and (b)
above in the locations in which the CAW has collective bargaining rights, being

Toronto, London, Belleville and Kingston; and

Active Employees and Non-Unionized Post-Filing Transferred Employees — The

Continuing  Employees” Representatives and Continuing Employees’
Representative Counsel will hold an informational webinar on November 11,

2011 and a roadshow in Ottawa on November 17, 2011.

07
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148. A schedule of the webinars and roadshows referenced in paragraphs 146 and 147 above
will be provided to Employees with the Information Statement Package and the letters

referenced in paragraph 128 above.

149.  Representative Counsel may act for an Employee who disputes the data in his
Information Statement or where the Employee, in the judgment of the Representative
Counsel, has a bona fide claim that has not been dealt with through the Compensation
Claims Methodology, at the cost of the Applicants. However, the costs associated with
adjudicating any claim that is not reasonably resolved, including preparation for

adjudication, shall be dealt with by the Claims Officer or the Court, as applicable.

150.  Since their Court appointment, the Continuing Employees’ Representatives and their
counsel have included on their websites and in communications, information concerning
potential offers of employment to Active Employees from buyers of Nortel assets and
addressed concerns of Post-Filing Transferred Employees with respect to the insolvency
proceedings and their claims. Their governance structure includes the Post-Filing
Transferred Employees that are not Unionized Employees. The Former Employees’
Representatives and their counsel have not included Post-Filing Transferred Employees
that are not Unionized Employees in their governance structure and have not formally
communicated with them nor represented their interests in the insolvency proceedings.
While the Monitor, the Applicants and the Employee Representatives all recognized that
the Continuing Employees’ Representatives and their counsel represented Non-Unionized
Post-Filing Transferred Employees, it has been brought to the attention of the Monitor

that the Order appointing the Continuing Employees’ Representatives and their counsel
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may not be completely clear with respect to their representation of Post-Filing
Transferred Employees. The Monitor is of the view that to eliminate any potential
concerns, the Continuing Employees” Representatives appointment order should be
amended to explicitly reflect that the Post-Filing Transferred Employees that are not
Unionized Employees are included therein.'” The Monitor believes all of the
Representatives have carried out their mandates appropriately, that the Post-Filing
Transferred Employees are being appropriately represented and that there is no prejudice

to any party in clarifying that Order.

F. Other Claims Matters

151. Compensation Claims or distributions in respect thereof have been or will be reduced, on
a dollar for dollar basis, by any payments in respect of the following that a Compensation
Creditor receives during the CCAA proceedings before a final distribution from the

Applicants’ estates:

(a) hardship payments received as a partial distribution in advance of a general
distribution to creditors (which will reduce the amount of any eventual

distribution to which such Compensation Creditor may be entitled under a Plan);

(b) payments received from the Termination Fund created under and payable in
accordance with the Settlement Agreement or Court Order as a credit against

proven claims of such Compensation Creditor (which is currently reflected as a

'* CAW Counsel will continue to act for Post-Filing Transferred Employees that are CAW members and Former
Employees’ Representative Counsel will continue to act for Post-Filing Transferred Employees that are subject to a
collective bargaining agreement with Unions other than CAW.
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reduction to the Termination and Severance Pay Claim in an Employee’s Form
A);
(c) distributions received from the corpus of the HWT (which will reduce the amount

of the proven claim of such Compensation Creditor); and

(d) any other valid set-offs relating to amounts owing by the Compensation Creditor

to one or more of the Applicants.'®

X. MONITOR’S RECOMMENDATIONS

152, In the Monitor’s view, the proposed Compensation Claims Process:

(a) represents a fair, reasonable, efficient and practical method for the calculation and
submission of employment-related claims that approximately 16,000 Employees
may have against the Applicants, the majority of which relate to claims for loss of

benefits that require actuarial determination and calculation;

(b) will assist in ensuring that claims which have facts or issues in common will be

determined consistently in a streamlined, efficient process; and

() brings greater certainty to the calculation of Compensation Claims, fairly taking
into account litigation risk, thereby reducing the risk that assets would be depleted

in order to fund potentially significant litigation costs.

' In this regard, the Information Statements contain a data point setting out any amount showing on Nortel’s books
and records as owed to the Applicants by the employee due to an overpayment of an item through payroll or a tax
equalization calculation, which will reduce the amount of the proven claim of such employee.
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153.  The Monitor believes that, overall, the Compensation Claims Process represents a fair
balancing of the interests of the Applicants’ stakeholders and an important step in the
implementation of the Applicants’ restructuring. It was arrived at after extensive
negotiations among the Compensation Claims Participants. The Monitor recommends
that this Honourable Court approve the Compensation Claims Process and grant the

Compensation Claims Orders substantially in the form submitted by the Applicants.
All of which is respectively submitted this 19th day of September, 2011.
ERNST & YOUNG INC.

In its capacity as Monitor of the Applicants

Per:

Murray A. McDonald

President
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