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Re:  BCE Nexxia Corporation; AR

Application for Authority to Provide Interexchange
Telecommunications Service Between Points Within the State of Florida

Dear Sir/Madam:

On behalf of BCE Nexxia Corporation (“BCE”), please find enclosed for filing an
original plus 6 copies of BCE’s Application for Authority to Provide Interexchange
Telecommunications Service Between Points Within the State of Florida. Also enclosed is a

check, in the amount of $250, payable to the “Florida Public Service Commission™ to cover
the requisite filing fee.

Please file stamp and return the extra copy of this filing in the pre-addressed, stamped
envelope provided for this purpose.

Kindly direct any questions regarding this filing to the undersigned.
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** FLORIDA PUBLIC SERVICE COMMISSION **

DIVISION OF REGULATORY OVERSIGHT
CERTIFICATION SECTION

Application Form for Authority to Provide
Interexchange Telecommunications Service
Between Points Within the State of Florida

Instructions
+ This form is used as an application for an original certificate and for approval of
assignment or transfer of an existing certificate. In the case of an assignment or transfer,
the information provided shall be for the assignee or transferee (See Page 16).
+ Print or Type all responses to each item requested in the application and appendices. If

an item is not applicable, please explain why.
+ Use a separate sheet for each answer which will not fit the allotted space.

+ Once completed, submit the original and six (6) copies of this form along with a non-~
refundable application fee of $250.00 to:

Florida Public Service Commission
Division of Records and Reporting
2540 Shumard Oak Blvd.
Tallahassee, Florida 32399-0850
(850) 413-6770

Note: No filing fee is required for an assignment or transfer of an existing certificate
to another company.

¢ If you have questions about completing the form, contact:

Florida Public Service Commission
Division of Regulatory Oversight
Certification Section

2540 Shumard QOak Blvd.
Tallahassee, Florida 32399-0850
(850) 413-6480

FORM PSC/CMU 31 (12/96)
Required by Commission Rule Nos. 25.24-470,
25-24.471, and 25-24.473, 25-24.480(2). 1



1. This is an application for v (check one):
x) Original certificate (new company).

() Approval of transfer of existing certificate: Example, a non-certificated
company purchases an existing company and desires to retain the original
certificate of authority.

() Approval of assignment of existing certificate: Example, a certificated
company purchases an existing company and desires to retain the certificate of
authority of that company.

() Approval of transfer of control: Example, a company purchases 51% of a
certificated company. The Commission must approve the new controlling entity.

2. Name of company:

BCE Nexxia Corporation

3. Name under which applicant will do business (fictitious name, etc.):
N/A
4, Official mailing address (including street name & number, post office box, city, state, zip
code):

1000 de la Gauchetiere Quest, Floor 41

Montreal, Quebec, Canada

H3B5HS

5. Florida address (including street name & number, post office box, city, state, zip code):

N/A

6.
Select type of business your company will be conducting v (check all that apply):

(x) Facilities-based carrier - company owns and  operates or plansto
own and operate telecommunications switches and transmission
facilities in Florida.

FORM PSC/CMU 31 (12/96)
Required by Commission Rule Nos. 25.24-470,
25-24 471, and 25-24.473, 25-24.480(2).



() Operator Service Provider - company provides or plans to provide
alternative operator services for IXCs; or toll operator services to call
aggregator locations; or clearinghouse services to bill such calls.

(x) Reseller - company has or plans to have one or more switches but
primarily leases the transmission facilities of other carriers. Bills its own
customer base for services used.

() Switchless Rebiller - company has no switch or transmission facilities
but may have a billing computer. Aggregates traffic to obtain bulk
discounts from underlying carrier. Rebills end users at a rate above its
discount but generally below the rate end users would pay for
unaggregated traffic.

() Multi-Location Discount Aggregator - company contracts with
unaffiliated entities to obtain bulk/volume discounts under multi-location
discount plans from certain underlying carriers, then otfers resold service
by enroiling unaffiliated customers.

() Prepaid Debit Card Provider - any person or entity that purchases 800
access from an underlying carrier or unaffiliated entity for use with
prepaid debit card service and/or encodes the cards with personal
identification numbers.

Structure of organization;

( ) Individual { ) Comporation

( x ) Foreign Corporation ( ) Foreign Parmership
( ) General Partnership { ) Limited Partnership
( ) Other

FORM PSC/CMU 31 (12/96)
Required by Commission Rule Nes. 25.24-470,
25-24.471, and 25-24.473, 25-24.480{2). 3



10.

11

If individual, provide:

Name:
Title:
Address:
City/State/Zip:

Telephone No.: Fax No.:
Internet E-Mail Address:
Internet Website Address:

If incorporated in Florida, provide proof of authority to operate in Florida:

(@) The Florida Secretary of State Corporate Registration number:

It foreign corporation, provide proof of authority to operate in Florida:

(a)  The Florida Secretary of State Corporate Registration number;
F99000006167

If using fictitious name-d/b/a, provide proof of compliance with fictitious name statute
(Chapter 865.09, FS) to operate in Flarida:

(a) The Florida Secretary of State fictitious name registration number:

If a limited liability partnership, provide proof of registration to operate in Florida:

{a) The Florida Secretary of State registration number:

FORM PSC/CMU 31 (12/96)
Required by Commission Rule Nos. 25.24-470,
25-24.471, and 25-24.473, 25-24.480(2).



14.

15.

16.

If a partnership, provide name, title and address of all partners and a copy of the
partnership agreement.

Name:

Title:

Address:
City/State/Zip:

Telephone No.: Fax Ne.:
Internet E-Mail Address:
Internet Website Address:

If a foreign limited partnership, provide proof of compliance with the foreign
limited partnership statute (Chapter 620.169, FS), if applicable.

(a)  The Florida registration number:
Provide E.E.I. Number (if applicable);__52-2135567

Provide the following (if applicable):

(@) Will the name of your company appear on the bill for your services?
(x)Yes () No

®) If not, who will bill for your services?

Name;
Title:

Address:

City/State/Zip:

Telephone No.: Fax No.:

FORM PSC/CMU 31 (12/96)
Required by Commissicn Rule Nos. 25.24-470,
25-24 471, and 25-24.473, 25-24.480(2). 5



17.

18.

{c) How is this information provided?

Who will receive the bills for your service?

{ ) Residential Customers (x ) Business Customers

() PATs providers ( ) PATs station end-users

( ) Hotels & motels { ) Hotel & motel guests

() Universities ( ) Universities dormitory residents

() Other: (specify)

Who will serve as laison to the Commission with regard to the following?

(a) The application:

Name: William K. Couiter and Matthew Vitale

Title: Counsel For BCE Nexxia Corporation

Address: Coudert Brothers LLP, 1627 I Street, N.W.. Suite 1200
City/State/Zip:_Washington, DC 20006

Telephone No.:_(202) 775-5100 Fax No.: (202} 775-1168
Internet E-Mail Address: coulterw(@coudert.com and vitalem@coudert.com
Internet Website Address;  Www.coudert.com

FORM PSC/CMU 31 (12/986)
Regquired by Commission Rule Nos. 25.24-470,
25-24.471, and 25-24.473, 25-24.,480(2).



19.

(b) Official point of contact for the ongoing operations of the company:

Name:_ David C_Kidd

Title:  Vice-President, Regulatory Law

Address: Bell Canada 105 Hotel de Ville, Room 6005
City/State/Zip:_Hull, Quebec, JBX4H7 Canada

Telephone No.;_819-773-5807 Fax No.: 819-773-6158
Internet E-Mail Address:__david kidd@belt.ca
Internet Website Address:_www.bellnexxia.com

{c) Complaints/Inquiries from customers;
Name: Gail D. Veary

Title:  Director, Canadien Global Service Centre

Address: Bell Canada 110 O'Conner Street
City/State/Zip:_Ottawa, Ontario, KIP1H]1, Canada

Telephone No,:_(888) 879-2272 Fax No,:_613-660-2911

Internet E-Mail Address:_gail veary(@bell.ca
Internet Website Address: www.bellnexxia.com

List the states in which the applicant:

(a) has operated as an interexchange telecommunications company.
None.
®) has applications pending to be certificated as an interexchange

telecommunications company.

None.

FORM PSC/CMU 31 (12/96)
Required by Commission Rule Nos. 25.24-470,
25-24.471, and 25-24 473, 25-24 480(2). 7



(c) is certificated to operate as an interexchange telecommunications company.

None.

(d) has been denied authority to operate as an interexchange telecommunications
company and the circumstances involved.

None.

(e) has had regulatory penalties imposed for violations of telecommunications
statutes and the circumstances involved.

None.

() has been involved in civil court proceedings with an interexchange carrier, local
exchange company or other telecommunications entity, and the circumstances
involved.

None.

FORM PSC/CMU 31 (12/98)
Required by Commission Rule Naos. 25.24-470,
25-24.471, and 25-24,473, 25-24.480(2).



21.

Indicate if any of the officers, directors, or any of the ten largest stockholders
have previously been:

(a) adjudged bankrupt, mentally incompetent, or found guilty of any felony or of
any crime, or whether such actions may result from pending proceedings. If so, please

explain,

None,

(b) an officer, director, partner or stockholder in any other Florida certificated telephone
company. Ifyes, give name of company and relationship. If no longer associated with
company, give reason why not,

None.

The applicant will provide the following interexchange carrier services v (check all that
apply): '

a. MTS with distance sensitive per minute rates

Method of access is FGA
Method of access is FGB
Method of access is FGD
Method of access is 800

b. MTS with route specific rates per minute

Method of access is FGA
Method of access is FGB
Method of access is FGD
Method of access is 800

c. MTS with statewide flat rates per minute (i.e. not distance
sensitive)

FORM PSC/CMU 31 (12/96)
Required by Commission Rule Neos. 25.24-470,
25-24.471, and 25-24 473, 25-24 480(2). 9



Method of access is FGA

Method of access is FGB

Method of access is FGD

Method of access is 800
d. MTS for pay telephone service providers
€. Block-of-time calling plan (Reach Out

Florida, Ring America, etc.}.
f. 800 service (toll free)
g. WATS type service (bulk or volume discount)

Method of access is via dedicated facilities
Method of access is via switched facilities

h_ X Private line services (Channel Services)
(For ex. 1.544 mbs., DS-3, etc.)

I. Travel service

Method of access is 950
Method of access is 800

J- 900 service
k. Operator services

Available to presubscribed customers

Available to non presubscribed customers (for example, to
patrons of hotels, students in universities, patients in
hospitals).

Available to inmates

FORM PSC/CMU 31 (12/96)
Required by Commission Rule Nos. 25.24-470,
25-24.471, and 25-24.473, 25-24 .480(2). 10



23.

L. Services included are:

Station assistance
Person-to-person assistance
Directory assistance
Operator verify and interrupt
Conference calling

Submit the proposed tariff under which the company plans to begin operation. Use the
format required by Comrmnission Rule 25-24.485 {example enclosed).

See Exhibit A.

Submit the following:

A. Managerial capability; give resumes of employees/officers of the

company that would indicate sufficient managerial experiences of each,

See Exhibit B.

B. Technical capability; give resumes of employees/officers of the

company that would indicate sufficient technical experiences or indicate what company
has been contracted to conduct technical maintenance.

See Exhibit B.

C. Financial capability.

The application should contain the applicant’s audited financial statements for the
most recent 3 years. If the applicant does not have audited financial statements. it shaill
so be stated. See Exhibit C.

The unaudited financial statements should be signed by the applicant's chief executive

officer and chief financial officer affirming that the financial statements are true and

correct and should include:

1. the balance sheet;
2. income statement; and
3. statement of retained earnings.
NOTE: This documentation may include, but is not limited to, financial

Statements, a projected profit and loss statement, credit references,
credir bureau reports, and descriptions of business relationships with

financial institutions.

FORM PSC/CMU 31 (12/96)
Required by Commission Rule Nos. 25.24-470,
25-24.471, and 25-24.473, 25-24.480(2) 11



Further, the following (which includes supporting documentation)
should be provided:

1. A written explanation that the applicant has sufficient financial
capability to provide the requested service in the geographic area proposed to
be served. See Exhibit C.

2. A written explanation that the applicant has sufficient financial
capability to maintain the requested service. See Exhibit C.

3. A written explanatien that the applicant has sufficient financial
capability to meet its lease or ownership obligations.

See Exhibit C.

FORM PSC/CMU 31 (12/96)
Required by Commussion Rule Nos. 25.24-470,
25-24.471, and 25-24,473, 25-24.480(2). 12



THIS PAGE MUST BE COMPLETED AND SIGNED

APPLICANT ACKNOWLEDGMENT STATEMENT

1. REGULATORY ASSESSMENT FEE: [ understand that all telephone companies must
pay a regulatory assessment fee in the amount of .15 of one percent of its gross operating
revenue derived from intrastate business. Regardless of the gross operating revenue of a
company, a minimum annual assessment fee of $50 is required.

2. GROSS RECEIPTS TAX: I understand that all telephone companies must pay a gross
receipts tax of two and one-half percent on all intra and interstate business.

3. SALES TAX: [ understand that a seven percent sales tax must be paid on intra and
interstate revenues.

4, APPLICATION FEE: [ understand that a non-refundable application
fee of $250.00 must be submitted with the application.

UTILITY OFFICIAL:
Martine Turcotte \Al A!l{{\(’ :{- MW

Print Name SignatJ‘re “

Secretary J ng |\ dan=
Title Date

514-870-4637 514-870-4877
Telephone No. Fax No.

Address: BCE Nexxia Corporation

Bureau 4100

1000 de la Gauchetierre Street West

Montreal, Quebec

H3B 5H8 Canada

FORM PSC/CMU 31 (12/96)
Required by Commission Rule Nos. 25.24-470,
25-24 471, and 25-24.473, 25-24.480(2). 13



THIS PAGE MUST BE COMPLETED AND SIGNED
CUSTOMER DEPOSITS AND ADVANCE PAYMENTS

A statement of how the Commission can be assured of the security of the customer's
deposits and advance payments may be provided in one of the following ways (applicant, please Vi
check one):

(x ) The applicant will not collect deposits nor will it coilect
payments for service more than one month in advance.

( ) The applicant intends to collect deposits and/or advance
payments for more than one month's service and will file and
maintain a surety bond with the Commission in an amount
equal to the current balance of deposits and advance
payments in excess of one month.

(The bond must accompany the application.)

UTILITY OFFICIAL:
Martine Turcotte HAA\‘\I\Q_, EW
Print Name Signature‘ D —
Secretary (7(4.'] e [t ',;1603
Title Date
514-870-4637 514-870-4877
Telephone No. Fax No.
Address: BCE Nexxia Corporation

Bureau 4100, 1000 de Ia Gauchetierre Street West

Montreal, Quebec

H3B 5HS8 Canada

FORM PSC/CMU 31 (12/96)
Required by Commission Rule Nos. 25.24-470,
25-24.471, and 25-24.473, 25-24.480(2). 14



THIS PAGE MUST BE COMPLETED AND SIGNED
AFFIDAVIT

By my signature below, I, the undersigned officer, attest to the accuracy of the
information contained in this application and attached documents and that the applicant has the
technical expertise. managerial ability, and financial capability to provide interexchange
telecommunications service in the State of Florida. I have read the foregoing and declare that, to
the best of my knowledge and belief, the information is true and correct. I attest that I have the
authority to sign on behalf of my company and agree to comply, now and in the future, with all
applicable Commission rules and orders.

Further, I am aware that, pursuant to Chapter 837.06, Florida Statutes,
"Whoever knowingly makes a false statement in writing with the intent to mislead a public
servant in the performance of his official duty shall be guilty of a misdemeanor of the second
degree, punishable as provided in s. 775.082 and s. 775.083."

UTILITY OFFICIAL:

Martine Turcotte ' l‘ ngi{he ﬂ\mmﬂ_ 2

Print Name Signatute < —
Secretary T \L, 200033
Title Date
514-870-4637 514-870-4877
Telephone No. Fax No.
Address: BCE Nexxia Comoration

Bureau 4100, 1000 de la Gauchetierre Street West

Montreal, Quebec

H3B 5H8 Canada

FORM PSC/CMU 31 (12/06)
Required by Cornmission Rule Nos. 25.24-470,
25-24 471, and 25-24.473, 25-24 48012}, 15



CURRENT FLORIDA INTRASTATE SERVICES

Applicant has () or has not (x ) previously provided intrastate telecommunications in
Florida.

If the answer is has, fully describe the following:

a) What services have been provided and when did these services begin?

b)  Ifthe services are not currently offered, when were they discontinued?

UTILITY OFFICIAL:

Martine Turcotte r{P«R-\\'i\e ﬂ:ukmn;

. . [~

Print Name Slgnatmle

Secretary (7@0«: LR
Title Date

514-870-4637 514-870-4877
Telephone No. Fax No.
Address: BCE Nexxia Corporation

Bureau 4100, 1000 de la Gauchetierre Street West

Montreal, Quebec

H3B 5HE Canada

CERTIFICATE TRANSFER, OR ASSIGNMENT STATEMENT

FORM PSC/CMU 31 (12/96)
Required by Commission Rule Nos. 25.24-470,
25-24.471, and 25-24.473, 25-24.480(2). 16



EXHIBIT A



BCE Nexxia Corporation

Florida P.S.C. No. 1
Original Page 1

TITLE PAGE

BCE NEXXIA CORPORATION

FLORIDA TELECOMMUNICATIONS TARIFF

This Tariff contains the descriptions, regulations, and rates applicable to the furnishing of
telecommunications services provided by BCE Nexxia Corporation, with principal offices
at 1000 de la Gauchetiere Oust, Floor 41, Montreal, Canada H3B58H. This Tariff applies
for services furnished within the State of Florida. This Tariff is on file with the Florida
Public Service Commission, and copies may be inspected, during normal business hours,
at the Company’s principal place of business.

Issued:

Effective:

By: Martine Turcotte
Secretary
BCE Nexxia Corporation
1000 de la Gauchetiere O
Floor 41
Montreal, Canada H3B58H



BCE Nexxia Corporation P.S.C. No. 1 - Telephone
Original Page No. 2

CHECK SHEET

The pages listed below of this Tariff are effective as of the date shown. Revised pages
contain all changes from the original Tariff that are in effect as of the date indicated.

Page Numberof Page Numberof Page Number of Page Number of

No. Revision No. Revision No. Revision No. Revision
1 Original 21 Original 4] Original 61  Onginal
2 Original 22 Original 42 Original 62  Onginal
3 Original 23 Original 43 Original 63 Original
4 Original 24 Onginal 44 Original 64  Original
5 Original 25  Original 45 Original 65  Onginal
6 Original 26 Original 46 Original
7 Original 27  Original 47 Original
8 Original 28  Original 48 Original
9 Original 29  Original 49 Original
10 Original 30  Original 50 Original
11 Original 31 Original 51 Original
12 Original 32 Original 52 Original
13 Original 33 Original 53 Original
14 Original 34  Original 54 Original
15  Original 35  Original 55 Original
16  Original 36  Ornginal 56 Original
17 Original 37  Original 57 Original
18  Original 38  Original 58 Original
19  Original 39  Original 59 Original
20  Original 40  Original 60 Original

* New or Revised Page.

Issued: Effective:

By: Martine Turcotte
Secretary
BCE Nexxia Corporation
1000 de la Gauchetiere O
Floor 41
Montreal, Canada H3B58H



BCE Nexxia Corporation P.S.C. No. 1 - Telephone
Original Page No. 3

TABLE OF CONTENTS

TITLE PAGE ...ttt ettt s cs b st sh b sa e s r e sas b b s sab et n s sa e ae s n e s e s na s anens 1
CHECK SHEET ...ttt sttt sns e bae s sb e e e s reae s s rms e e arae s 2
TABLE OF CONTENTS ...ttt st ree st se st e e see s b s besanne e s 3
PRELIMINARY STATEMENT ...ttt e e as s 6
APPLICABILITY .ottt it s eae e e s e st sa s seesasesee e b nsmbe e e saneesreentemaeesans 6
AVATILABILITY ..ottt ettt et st es e as e e s s saesessaesat e s 2 me e sasereeembeeameanseeennesaeesenasensnes 6
EXPLANATION OF SYMBOLS .......ccotriiirerertentnieeiet et sretetessassaree st svessasaseanss s s sanssasasenannas 7
TARIEF FORMAT ...oootriitiriniimiiiiii sttt ettt ettt sh e sttt ss e s emm e sesneeeeensans 4
SECTION 1 - DEFINITIONS ......ootiiiiirintetereneiec et ees et e men s s see s s e sessasaesnasennnnes 9
SECTION 2 - RULES AND REGULATIONS ....oooiiiiiiiicieinnerere et sestes e seesaesaassesresassessens 14
SECTION 3 - SERVICE DESCRIPTIONS...... .ottt eene et ssne s ee s eaessesaeennes 51
SECTION 4 - RATES ...ttt ettt e st s e e s e e e st e e besbeesnenns 59
SECTION 5 - SPECIAL PROMOTIONAL OFFERINGS........c.cooiieieteeeeeeeeeceeeee e eee e eneenees 65
SECTION 6 - CONTRACT SERVICES .......ccocooiimriiiirieeitrtsieeiceteteimstene e sn et e ssasseeas 66
SECTION 7 - LEGISLATIVE, REGULATORY OR JUDICIAL ACTIVITY ...cccocevvevreennnen. 67
Issued: Effective:

By: Martine Turcotte
Secretary
BCE Nexxia Corporation
1000 de la Gauchetiere O
Floor 41
Montreal, Canada H3B58H



BCE Nexxia Corporation P.S.C. No. 1 - Telephone

Original Page No. 4
INDEX

PN 30 01 (0N 2 31 01 1 O OO UR PP 6
APPlication fOr SEIVICE .......eiiiiiiiiiiiiii e 24
ASSIZNMENt OF TTANSTET......coiiiiiiiiiie e sbne e 18
AV ATLABILITY ..oottireesetrreeeieeertereresntssaesiaesssesstsseasanessseessstssssasssesassssssnsssstansssssssnssnnsssnsnsesssasssses 6
Billing and Payment fOr SEIVICE ......ccciviriiiiiiiiiiiicniit et st se e a s s 24
Broadcast and Image SEIVICES .......ccccrereiniirieiniisieses s ssrerssrn s e s e s e neees s 58, 64
Calculation Of DISAIICE.......cveiveririeeeiiesiir et senresse s e sease s s eaee s e e e e s sbs e e s ba s b s s as e 53
Cancellation of Application fOr SEIVICE.........covieiieivercceii ettt raae e 24
Cancellation Of SEIVICE ....c.iiiiicie ittt s 25
Credit Allowances for Interruption Of SerVICe.......oovivieiiiiiiieicrce e e ceee e 39
CuStomeEr OVETPAYITIENES ......ceruueieiirieeterte et ettt e et ssesseeessreses e s s e n e cenmeeere s e renanessanenanesans 29
DEFINITIONS ...ttt it ererstesststessaesesee st esteresee e e esseessesan e sesasessaessseaseessssesensssssessensessessreenres 9
DIEPOSIES. ..veviveeite ittt e e n e ne e en 26
DITECOTY ASSISTANICE . .cieiiieeici et ieieere et st et et e st e seae e s e e sbeesemeesmee s e e e eresneaesaaasasesbesanesanes 50
Discounted Rates for Schools and Librari€s ........cccceeieivireenieriiiinnnieescenieecsesssesiesssessesseessessenes 48
DISPULEA BILLS......ouceuierereererieceeietcerttreer ettt et eese s e et e e sees e s e see e e anenneneenensees s 31
EXPLANATION OF SYMBOLS ..ottt saesee st ssieesresses st essnessaensessesanasessacsnes 7
Frame Relay SEIVICE ....cccooeiiierieeccir et in e e e sn s st et s e e r e saesreesesenenees 55
Full-Time Recurring CRAIZES .......ccccoeeiriiniiriici et esetn s s seae s ser et s s see st e eneeneesneneeas 64
(€15 17= | SO USRS 46, 51, 66, 67
GLODAI ATM  SEIVICE...uiiiereieitiiiitiesitaerrieite st e ettt e s ceeeeeeesesaesesaessneessensee et seeasesseeassntnassassssessrsnns 57
Global Frame Relay SEIVICE ....cccveveiieiciiiii ettt sse s cnaeesnasessansaessranes s sbreessrnsesnesssnsesnsnes 60
Global Internet Protocol Virtual Private Network SEIVICE c.enumirieeeeiiee e eee e 54, 59
Global Private LINe SEIVICE ....uoiiueiecrieeie et e s e e s e ratr e s eras e e s abte e s enteeneeenens 56, 62
Hearing and Speech Impaired Persons.........ccceiviiiniirienenieneseneesceressessesessee e ssesse e snssneesneenas 50
Inspection, Testing and AdJUSLIMENE.........c.ocviiviiiiieiceieee s ss e ssar et e bseressneenes 38
B 11175070301 0112 4 T+ « DO O OO O USRS 37
LEGISLATIVE, REGULATORY OR JUDICIAL ACTIVITY ..eoveetiirceienereeee e 67
LA@DILIEY ... ceeveeeeet e crsne sttt e e s et e b te st s e e et t e bt et et s e aserae e sanraee s aennrreraaentenrenterane 19
Limitations of Service, Equipment or FAaCilities ..........ccceoieeiiieioiiieieerececee e ene e s 14
LOCAtION Of SEIVICE .eiivieicieiisseeeritirceee et erreete e ae e sbae e b e e s saaae st e e esbassasssnresnnesneesnesseeeneeen 18
INGLUTE OF SEIVICE .eieeieee ittt ee et e e ea et s s eraenesesessnsnannnsentensasssnssanssasns 54, 55, 56, 57, 58
NON-RecuITINg CRAIZES ....coueuiiiirieiiiiet ittt st se e e ee e re s ers 29
Issued: Effective:

By: Martine Turcotte
Secretary
BCE Nexxia Corporation
1000 de la Gauchetiere O
Floor 41
Montreal, Canada H3B58H



BCE Nexxia Corporation P.S.C. No. 1 - Telephone
Original Page No. 5

INDEX (CONT'D)

Obligations Of the CUSIOMIET .....c..oovvireiiiiee et e e esee et sas e ae e sbas s sassmene s 40
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PRELIMINARY STATEMENT

This Tariff sets forth rates and rules of BCE Nexxia Corporation (“BCE” or the
“Company”) applicable to its provision of facilities-based interexchange service within
the State of Florida.

This Tariff sets forth the service offerings, rates, terms and conditions that apply to
interexchange telecommunications service provided by Company to business customers
within the State of Florida. This Tariff applies only for use of services provided by
Company for communications between points within the State of Florda, including use
of Company’s network to complete an end-to-end intrastate communication.

The rates and rules contained herein are subject to change pursuant to the rules and
regulations of the Commission.

APPLICABILITY

This Tariff applies to interexchange telephone service between points in Florida. Such
service is provided 24 hours per day, seven days per week. Service is offered using the
facilities of the Company and its underlying facilities-based carriers. Service is provided
subject to the availability and economic feasibility of necessary service, equipment and
facilities.

AVAILABILITY

The Company offers this service in the service areas in which it has been certified by the
Florida Public Service Commission and in which the Company has available required
network facilities or is able to lease required network facilities to enable the offering of
long distance service. Only Customers which have also subscribed to Company’s
interstate and international services pursuant to an agreement with the Company are
eligible to apply for the service offerings contained in this Tariff Interstate and
international services are subject to the jurisdiction of the Federal Communications
Commission (“FCC”).
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EXPLANATION OF SYMBOLS

(D)  Delete Or Discontinue.
4} Change Resulting In An Increase to A Customer’s Bill.

(M) Moved From Another Tanff Location.

(N) New.
(R)  Change Resulting In A Reduction To A Customer’s Bill.

(T)  Change In Text Or Regulation But No Change In Rate Or Charge.

TARIFF FORMAT

A Page Numbering — Page numbers appear in the upper right comer of the page. Pages are
numbered sequentially. However, new Pages are occasionally added to the Tariff. When
a new Page is added between Pages already in effect, a decimal point is added. For
example, a new Page added between Pages 14 and 15 would be 14.1.

B. Page Revision Numbers — Revision numbers also appear in the upper right corner of each
page. These numbers are used to determine the most current Page version on file with the
Commission. For example, the 4™ revised Page 14 cancels the 3™ revised Page 14.
Because of various suspension periods, deferrals, etc. the Commission follows in their
Tariff approval process, the most current Page number on file with the Commission is not
always the Tariff page in effect.
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TARIFF FORMAT (CONT’D)

C. Paragraph Numbering Sequence — There are six levels of paragraph coding. Each level is
subservient to its next higher level:

1.

1.1

1.1.1

1.1.1(a)
1.1.1(a)l.
1.1.1(a)1.(2)
1.1.1(a)1.(a)(1)

D. Check Sheets — When a Tariff filing is made with the Commission, an updated check
Page accompanies the Tariff filing. The check sheet lists the pages contained in the
Tariff, with a cross reference to the current revision number. When new pages are added,
the check sheet is changed to reflect the revision. All revisions made in a given filing are
designated by an asterisk (¥). The Tariff user should refer to the latest check sheet to find
out if a particular page is the most current on file with the Commission.
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SECTION 1 - DEFINITIONS
8XX Number — A number beginning with 800, 888, 877 or 866.

Access Line — A communications path, provided by a person other than the Company on the
customer side of the demarcation point, which connects a demarcation point to another point.

Autherization — The process of granting or denying access to a network resource.

Authorization Code — A pre-defined series of numbers to be dialed by the Customer or
Authorized User upon access to the Carrier’s Travel Service or Prepaid Calling Card network to
identify the Caller and validate the Caller’s authorization to use the services provided. The

Customer is responsible for charges incurred through the use of his or her assigned Authorization
Code.

Authorized User — A person, firm, corporation, or any other entity authorized by the Customer
to utilize the Carrier’s service under the terms and conditions of this Tariff. The Customer
remains responsible for payment of services.

BCE - BCE Nexxia Corporation.
Bit — The smallest unit of information in the binary system of notation.
BPS - Bits per second.

Call - Telephonic communication originated by a person or mechanical or electrical device from
a number to another number that is answered by a person or mechanical or electrical device. The
numbers may be located any distance apart within Florida. Communication may consist of voice,
data, a combination of both, or other transmission, may be by wire or wireless medium and may
be for any duration of time. An attempted or incomplete Call is an unsuccessful attempt by a
Customer to place a Call.
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SECTION 1 - DEFINITIONS (CONT’D)

Circuit — A communications path provided by Company between two or more demarcation
points, at a transmission speed agreed to between Company and Customer.

Channel — A communications path between two or more points of termination. Such
termination points may be located anywhere in Florida. Communication may consist of voice,
data, a combination of both, or other transmission and may be by a wire or wireless medium.
Channel capacity may be any size and is typically measured in bits per second, with 1.5 megabits
per second equal to one voice channel. Duration is typically of unlimited duration.

Commission — Florida Public Service Commission, the regulatory agency within the State of
Florida.

Committed Information Rate — The Committed Information Rate (“CIR”) is the amount of
bandwidth that the Company agrees to make available to the Customer’s Frame Relay Data
Terminal Equipment through the Network enabling the transfer of data between any given Frame
Relay Permanent Virtual Circuit ingress and egress points during normal network operational
conditions. CIRs are provided on a per individual Data Link Channel basis.

Company or Carrier — BCE unless otherwise clearly indicated by the context.

Customer — The person, firm or corporation which orders service and is responsible for the
payment of charges, compliance with the terms and conditions of this Tariff, and compliance
with the laws of the State of Florida.

Customer Premises — A location occupied by Customer, or which Customer has the right to
occupy, for the purposes of transmitting or receiving communications signals, and which is made
available to Company for the maintenance and operation thereon or therein of a Company
terminal location.
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SECTION 1 - DEFINITIONS (CONT’D)

Dedicated — A facility or equipment system or subsystem set aside for the sole use of a specific
Customer.

Demarcation Point — The point of interconnection of an Access Line or other connecting
communications path or equipment provided by Customer or any person to company-provided
equipment.

Excess Information Rate — The Excess Information Rate (“EIR”), or Sustained Burst, is the
additional bandwidth that the Company agrees to make available, to enable the transfer of data
between any given Frame Relay Permanent Virtual Circuit ingress and egress points on a per
Data Link Channel basis. The value of the EIR will be an additional 300 percent of the CIR or.
the Access Line bandwidth, dependent on whichever sum is the lesser. The EIR will be made
available as a sustained Network resource during normal Network operations. All data submitted
within the EIR range shall be eligible to be discarded under adverse Network conditions.

Facilities — Cables, wires, poles, conduits and other Company equipment that is used to provide
service to Customers including wire center distribution frames and central office switching
equipment.

Fiber Optic Cable — A thin filament of glass with a protective outer coating through which a
light beam carrying communications signals may be transmitted by means of multiple internal
reflections to a receiver, which translates the message.

Individual Case Basis (“ICB”) — A service arrangement in which the regulations, rates and
charges are developed based on the specific circumstances of the Customer and at the Company’s
sole discretion.

Initial — The Initial Period denotes the interval of time allowed at the rate specified for a
connection between given service points.
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SECTION 1 - DEFINITIONS (CONT’D)

Integrated Services Digital Network — The Integrated Services Digital Network (“ISDN”) is a
digital network that permits the switched interconnection of voice, data and video transmissions
requiring differing capacities over common facilities.

LATA — A Local Access and Transport Area established pursuant to the Modification of Final
Judgment entered by the United States District Court for the District of Columbia in Civil Action
No. 82-0192; or any other geographic area designated as a LATA in the National Exchange
Carrier Association, Inc. Tariff F.C.C. No. 4.

Mbps — Megabits per second, denotes millions of bits per second.

NXX - The designation for the first three digits of a local telephone number where N represents
2-9 and X represents 0-9.

Permanent Virtual Circuit — The Permanent Virtual Circuit (“PVC”) is the logical connection
from one port of a Frame Relay network to another port of the same Frame Relay network. The
sizing of the PVC is determined by its CIR and its EIR.

Port — A facility or equipment system or subsystem set aside for the sole use of a specific
Customer.

Premises — The space occupied by the Customer or Authorized User in a building or buildings or
contiguous property not separated by a public or quasi-public right-of-way.
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SECTION 1 - DEFINITIONS (CONT’D)

Recurring Charges — The monthly charges to the Customer for services, facilities and
equipment, which continues for the agreed upon duration of the service.

Service — Any means of services offered herein by the Company or any combination thereof.

Service Order — The written request for Company services executed by the Customer and the
Company in the format devised by the Company. The signing of a Service Order Form by the
Customer and acceptance by the Company initiates the respective obligations of the parties as set
forth therein and pursuant to this Tariff.

Shared — A facility or equipment system or subsystem which can be used simultaneously by
several Customers.

Special Facilities — Any facilities, goods, supplies, products, equipment, fixtures or other
installation specifically installed or constructed for Customer by Company pursuant to a
negotiated agreement between Company and Customer.

Subscriber — See Customer.
Tariff - BCE’s FL P.S.C. No. 1.

Terminal Equipment — Any telecommunications equipment other than the transmission or
receiving equipment installed at a Company Terminal Location.

Transmission Speed — Transmission speed or rate, in bits per second (bps), as agreed to by
Company and Customer for each circuit.

United States — The forty-eight states contained within the mainland United States, the District
of Columbia, Alaska, Hawaii, Puerto Rico, the U.S. Virgin Islands, Guam and the
Commonwealth of the Northern Mariana Islands.

Virtual Private Network — A Virtual Private Network (“VPN”) is a switched network with
special services such as abbreviated dialing, which allows customers to call between offices in
different area codes without dialing all digits.

Issued: Effective:

By: Martine Turcotte
Secretary
BCE Nexxia Corporation
1000 de la Gauchetiere O
Floor 41
Montreal, Canada H3B58H



BCE Nexxia Corporation P.S.C. No. 1 - Telephone

Original Page No. 14

2.1

2.2

2.3

SECTION 2 - RULES AND REGULATIONS

Undertaking of BCE

BCE’s services are furnished for interexchange communications originating and
terminating within the State of Florida under the terms of this BCE’s services are
available twenty-four (24) hours per day, seven (7) days per week.

BCE arranges for installation, operation and maintenance of the communications services
provided in this Tariff for Customers in accordance with the terms and conditions set
forth under this Tariff. BCE may act as the Customer’s agent for ordering access
connection facilities provided by other carriers or entities, when authorized by the
Customer, to allow connection of a Customer’s location to BCE’s network.

Use

Services provided under this Tariff may be used by the Customer for any lawful
telecommunications purpose for which the service is technically suited.

2.2.1 Any entity which uses, appropriates or secures the use of services from
BCE other than under the terms and conditions of this Tariff shall be liable
for an amount equal to the accrued and unpaid charges for services
received pursuant to this Tariff, plus all applicable court costs and
attorneys fees.

Limitations of Service, Equipment or Facilities

2.3.1 Service is offered subject to the availability of the necessary facilities
and/or equipment and subject to the provisions of this Tariff. The
Company may decline applications for Service to or from a location where
the necessary facilities or equipment are not available. The Company may
discontinue furnishing Service in accordance with the terms of this Tariff.
Only certificated resellers and rebillers are eligible to apply for wholesale
services under this Tariff.
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23

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Limitations of Service, Equipment or Facilities (Cont’d)

232

233

2.34

2.3.5

The Company reserves the right to discontinue or limit Service when
necessitated by conditions beyond its control. Examples of these
conditions are more fully set forth elsewhere in this Tariff or when Service
is used in violation of the provisions of this Tariff or the law.

The Company does not undertake to generate content messages, but offers
the use of its Service when available. As more fully set forth elsewhere in
this Tariff, the Company shall not be liable for errors in transmission or for
failure to establish connections.

The Company reserves the right to discontinue Service, limit Service, or to
impose requirements as required to meet changing regulatory or statutory
rules and standards, or when such rules and standards have an adverse
material affect on the business or economic feasibility of providing
Service, as determined by the Company in its reasonable judgment.

The furnishing of Service under this Tariff is subject to the availability on
a continuing basis of all the necessary facilities and/or equipment are not
available. BCE may decline applications for service to or from a location
where the necessary facilities or equipment are not available.
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23

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Limitations of Service, Equipment or Facilities (Cont’d)

2.3.6

2.3.7

BCE reserves the right to deny service to any person or entity: (A) who, in
BCE’s judgment, presents an undue risk of nonpayment, refuses to comply
with the deposit requirements set forth in this Tariff, or does not pass a
credit check; or (B) if BCE believes that the person’s or entity’s use of the
Service would violate the provisions of this Tariff or any applicable law or
regulation, or if any applicable law or regulation restricts or prohibits
provision of the Service to that person or entity; or (C) if BCE determines
in its sole discretion that facilities are not available to provide the Service;
or (D) if BCE determines in its sole discretion that any order for Service,
letter of authorization and/or third party verification is not in conformance
with any applicable law or regulation; or (E) the Service requested has
been discontinued; or (F) if an order for the Service may be denied under
the terms of any carrier, switched or independent sales representative
agreement.

Service may be discontinued by BCE, at any time and without notice to its
Customers, by blocking traffic to or from certain cities, NXX exchanges,
or individual telephone stations, by blocking call origination for BCE’s
services, or by blocking calls using certain Customer Authorization Codes
and/or access codes, when BCE deems it necessary to take such action to
prevent unlawful and/or unauthorized use of its services. In addition, BCE
may take any of the foregoing actions in the case of actual or anticipated
non-payment for its service. In order to control fraud, BCE may refuse to
accept Calling Card, Collect Calling, and/or Third Party calls which it
reasonably believes to be unauthorized or invalid and/or may limit the use
of these billing options to or from certain areas within the State of Florida.

Issued:

Effective:

By: Martine Turcotte
Seccretary
BCE Nexxia Corporation
1000 de la Gauchetiere O
Floor 41
Montreal, Canada H3B58H



BCE Nexxia Corporation P.S.C. No. 1 - Telephone

Original Page No. 17

2.3

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Limitations of Service, Equipment or Facilities (Cont’d)

2.3.8

BCE reserves the right to refuse to provide service to or from any location
where it has not ordered access facilities, installed network
interconnections, or the necessary facilities and/or equipment are not
available, acceptable, or justifiable. BCE also reserves the right to make
changes to equipment, service components, and/or network configurations
as may be required.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.3  Limitations of Service, Equipment or Facilities (Cont’d)

2.3.9 The provision of service will not create a partnership or joint venture
between BCE and the Customer nor result in joint service offerings to their
respective authorized users.

2.3.10 Use of Service Mark
(a) No Customer shall use any service mark or trademark of the

Company or refer to Company in connection with any product,
equipment promotion, or publication of the Customer without the
prior written consent of the Company.

24 Location of Service

24.1 Originating Areas — areas in this state where service has been established
by the Carrier.

2.4.2 Terminating Areas — all areas of Florida State.

2.5 Assignment or Transfer

All service provided under this Tariff is directly or indirectly controlled by BCE and

neither the Customer nor its Authorized Users may transfer or assign the use of service

without the express prior written consent of BCE. Such transfer or assignment shall only
apply where there is no interruption of the use or location of service. All terms and
conditions contained in this Tariff shall apply to all such permitted transferees or
assignees.
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2.6

Liability

2.6.1

2.6.2

2.6.3

SECTION 2 — RULES AND REGULATIONS (CONT’D)

The liability of BCE for damages of any nature arising from errors,
mistakes, omissions, interruptions, or delays of BCE, its agents, servants,
or employees, in the course of establishing, furnishing, rearranging,
moving, terminating, maintaining, restoring, or changing the service or
facilities or equipment shall not exceed an amount equal to the charges
applicable under this Tariff (calculated on a proportionate basis where
appropriate) to the period during which such error, mistake, omission,
interruption or delay occurs.

In no event shall BCE or any of its affiliates be liable to Customer, its
customers or any of their affiliates under this Tariff for any loss of profit or
revenue or for any incidental, consequential, indirect, punitive or similar or
additional damages incurred or suffered as a result of incorrect or defective
transmissions, or any direct or indirect consequences thereof, while using
the Services, performance, non-performance, termination, breach, or other
action or inaction, on the part of BCE, under this Tariff, even if Customer
advises BCE of the foreseeability, possibility, likelihood, probability or
certainty of such loss or damage.

When the services or facilities of other entities are used separately or in
conjunction with BCE’s facilities or equipment in establishing connection
to points not reached by BCE’s facilities or equipment, BCE shall not be
liable for any act or omission of such other entities or their agents, servants
or employees. BCE shall not be liable for any act or omission of vendors
supplying equipment to Customer nor for claims regarding the
performance of such vendor supplied equipment.
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2.6

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Liability (Cont’d)

2.64

2.6.5

BCE shall not be liable for any failure of performance hereunder if such
failure is due to any cause or causes beyond its reasonable control as
determined by BCE. Such causes shall include, without limitation, acts of
God, fire, explosion, vandalism, cable cut, storm or other similar
occurrence, any law, order, regulation, direction, action or request of the
United States government or of any other government or of any civil or
military authority, national emergencies, insurrections, riots, wars, strikes,
lockouts or work stoppages or other labor difficulties, supplier failures,
shortages, breaches or delays, unavailability of rights-of-way or materials,
or preemption of existing service to restore service in compliance with the
decisions, rules, regulations and orders of the Commission or any other
federal, international, state, or local governmental agency or authority.

BCE shall not be liable for interruptions, delays, errors, or defects in
transmission, or for any injury whatsoever, caused by the Customer, the
Customer’s agents, or Authorized Users, or by facilities or equipment
provided by the Customer. BCE shall not be liable for any act or omission
by any entity furnishing to the Company or to the customer facilities or
equipment used for or with the services the Company offers. The
Company shall not be liable for the claims of vendors supplying
equipment to Customers of the Company which may be installed at the
premises of the Company. The Company shall not be liable for the
performance of said vendor or vendor’s equipment.
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2.6

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Liability (Cont’d)

2.6.6

2.6.7

2.6.8

BCE does not guarantee or make any warranty with respect to any
equipment provided by it where such equipment is used in locations
containing an atmosphere which is explosive, prone to fire, dangerous, or
otherwise unsuitable for such equipment. Customers and Authorized
Users indemnify and hold BCE harmless from any and all loss, claims,
demands, suits or other action, or any liability whatsoever, whether
suffered, made, instituted, or asserted by any party or persons, for any
personal injury to or death of any person or persons, and for any loss,
damage, or destruction of any property, whether owned by the Customer,
Authorized User, or others, caused or claimed to have been caused directly
or indirectly by the installation, operation, failure to operate, maintenance,
removal, presence, condition, location, or use of such equipment so used.

The Company is not liable for any defacement of or damage to the
premises of a Customer or end-user {or authorized or joint user) resulting
from the furnishing of services or equipment on such premises or the
installation or removal thereof, when such defacement or damage is not
the result of the gross negligence or willful misconduct on the part of the
agents or employees of the Company.

The Company shall not be liable for any damages resulting from delays in
meeting any service dates due to delays resulting from normal construction
procedures. Such delays shall include, but not be limited to, delays in
obtaining necessary regulatory approvals for construction, delays in
obtaining right-of-way approvals and delays in actual construction work.
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2.6

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Liability (Cont’d)

2.6.9

2.6.10

2.6.11

The Company shall not be liable for any damages whatsoever to property
resulting from the installation, maintenance, repair or removal of
equipment and associated wiring unless the damage is caused by the
Company’s willful misconduct or gross negligence.

The Company shall not be liable for any damages whatsoever associated
with service, facilities, or equipment which the Company does not furnish
or for any act or omission of Customer or any other entity furnishing
services, facilities or equipment used for or in conjunction with service.

THE COMPANY MAKES NO WARRANTIES OR
REPRESENTATIONS, EXPRESS OR IMPLIED EITHER IN FACT OR
BY OPERATION OF LAW, STATUTORY OR OTHERWISE,
INCLUDING WARRANTIES OF MERCHANTABILITY AND
FITNESS FOR A PARTICULAR USE, EXCEPT THOSE EXPRESSLY
SET FORTH HEREIN.
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2.6

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Liability (Cont’d)

2.6.12

The Customer and any authorized or joint users, jointly and severally, shall
indemnify and hold the Company harmless from claims, loss, damage,
expense (including attorney’s fees and court costs), or liability for patent
infringement arising from (1) combining with, or using in connection with
facilities the Company furnished, facilities the Customer, authorized user,
or joint user furnished; (2) use of facilities the Company furnished in a
manner the Company did not contemplate and over which the Company
exercises no control and from all other claims, loss, damage, expense
(including attorneys’ fees and court costs); or (3) liability arising out of
any commission or omission by the Customer, authorized user, or joint
user in connection with the Service. In the event that any such infringing
use is enjoined, the Customer, authorized user, or joint user, at its option
and expense, shall obtain immediately a dismissal or stay of such
injunction, obtain a license or other agreement so as to extinguish the
claim of infringement, terminate the claimed infringing use, or modify
such combination so as to avoid any such infringement. In addition and
without limitation, the Customer, authorized user, or joint user, shall
defend, on behalf of the Company and upon request by the Company, any
suit brought or claim asserted against the Company for any such slander,
libel, infringement, or other claims.
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2.6

2.7

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Liability (Cont’d)

2.6.13 The Company shall not incur any liability, direct or indirect, to any person
who dials or attempts to dial the digits “9-1-1" or to any other person who
may be affected by the dialing of the digits “9-1-1”. Customer agrees to
advise its users that as to Company’s data services, the “9-1-1” emergency
dialing does not connect to the local public safety answering point.

Billing and Payment for Service

2.7.1 Application for Service

(2)

Customers desiring to obtain Service must complete service
application forms provided by Company. Company may require
Customers or potential customers to provide information pertaining
to their ability to pay for Service. Company may deny Service to
Customers or potential customers which do not provide the
requested information or who fail to meet Company’s financial
criteria. Only Customers which have subscribed to Company’s
interstate and international services pursuant to an agreement with
the Company may apply for the service offerings contained in this
Tariff.

2.7.2 Cancellation of Application for Service

(2)

Where installation of Service has been started prior to the
cancellation of an application for Service, a cancellation charge
equal to the costs incurred by the Company may apply.
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2.7

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Billing and Payment for Service (Cont’d)

2.7.3 Cancellation of Service

(2)

The Customer may have service discontinued upon thirty (30) days
written notice to the Company. The Company shall hold the
Customer responsible for payment of all bills for service furnished
until the cancellation date specified by the Customer or until the
date that the written cancellation notice is received, whichever is
later. Upon early cancellation of a term agreement, the Customer
agrees to pay Company for the balance due under the contract for
the entire term of the agreement. Unless the Customer notifies
Company at least thirty (30) days prior to the end of the initial term
of the agreement, the agreement shall be automatically extended
for a term equivalent to the initial term.
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2.7

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Billing and Payment for Service (Cont’d)

2.7.4 Deposits

(2)

(b)

(©)

(d)

In order to safeguard its interests, the Company may require a
Customer or potential customer with a proven history of late
payments to the Company, or who does not have established credit,
to make a deposit prior to or any time after the provision of Service
to the Customer to be held by the Company as a guarantee of the
payment of rates and charges.

A deposit may not exceed the actual or estimated rates and charges
for the Service for a two-month period. The fact that a deposit has
been made in no way relieves the Customer from complying with
the Company’s requirement as to the prompt payment of bills.

At such time as the provision of the Service to the Customer is
terminated, the amount of the deposit will be credited to the
Customer’s account and any credit balance which may remain will
be refunded. After the Customer has established a one year prompt
payment record, such a deposit will be refunded or credited to the
Customer account at any time prior to the termination of the
provision of the Service to the Customer.

If the amount of a deposit is proven to be less than required to meet
the requirements specified above, the Customer shall be required to
pay an additional deposit upon request.
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2.7

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Billing and Payment for Service (Cont’d)

2.7.5 Payment of Charges

(a)

(b)

The Company shall bill on a current basis all charges incurred by
and credits due to the Customer. The Customer may receive its bill
in: 1) a paper format, or 2) via electronic transmission. Such bills
are due upon receipt regardless of the media utilized. The
Company shall bill in advance charges for all services to be
provided during the ensuing billing period except for charges
associated with service usage. Adjustments for the quantities of
Service established or discontinued in any billing period beyond
the minimum period will be prorated to the number of days based
on a 30-day month. The Company will, upon request and if
available, furnish such detailed information as may reasonably be
required for verification of the bill.

All bills for Service provided to the Customer by the Company are
due 30 days from the bill date. If any portion of the payment is
received by the Company after the payment due date as set forth
above, or if any portion of the payment is received by the Company
in funds which are not immediately available to the Company, then
a late payment penalty shall be due to the Company. The late
payment penalty shall be a portion of the payment not received by
the payment due date times a late factor. The late factor shall be
1.5% per month (or 18% annually), or the highest rate allowed by
law, whichever is the lesser. The late factor will be applied for the
number of days from the payment due date to and including the
date that the Customer actually makes the payment to the
Company.

Issued:

Effective:

By: Martine Turcotte
Sccretary
BCE Nexxia Corporation
1000 de la Gauchetiere O
Floor 41
Montreal, Canada H3B58H



BCE Nexxia Corporation

P.S.C. No. 1 - Telephone
Original Page No. 28

2.7

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Billing and Payment for Service (Cont’d)

2.7.5 Payment of Charges (Cont’d)

(c)

@

Customer shall be responsible for payment of all sales, use, gross
receipts, excise, access, bypass or other local, state and federal
taxes, charges or surcharges, however designated, imposed on or
based upon the provision, sale or use of the services rendered by
Company. Such taxes and surcharges shall be separately stated on
the Customer’s bill, and are not included in the quoted rates.

When a check which has been presented to Company by a
customer in payment for charges is returned by the bank, the
customer shall be responsible for the payment of a Returned Check
Charge of $20.00.
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2.7

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Billing and Payment for Service (Cont’d)

2.7.6 Non-Recurring Charges

(a)

Non-recurring charges are payable when the service for which they
are specified has been ordered. If an entity other than BCE (e.g.,
another carrier or supplier) imposes or will impose charges on BCE
in connection with an ordered service, those costs will also be
charged to the Customer.

2.7.7 Customer Overpayments

(a)

Company will provide interest on customer overpayments that are
not refunded within 30 days of the date Company receives the
overpayment. An overpayment is considered to have occurred
when payment in excess of the correct charges for service is made
because of erroneous Company billing. The customer will be
issued reimbursement for the overpayment, plus interest, or, if
agreed to by the customer, credit for the amount will be provided
on the next regular Company bill. The rate of interest shall be the
greater of the customer deposit interest rate or Company’s
applicable late payment penalty.
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

2.7  Billing and Payment for Service (Cont’d)

2.7.7
(b)

Customer Overpayments (Cont’d)

Interest shall be paid from the date when overpayment was made,
adjusted for any changes in the deposit rate or late payment rate,
and compounded monthly, until the date when the overpayment is
refunded. The date when overpayment is considered to have been
made will be the date on which the customer’s overpayment was
originally recorded to the customer’s account by Company.
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2.7

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Billing and Payment for Service (Cont’d)

2.7.8 Disputed Bills

(a)

(b)

(©)

In the event that a billing dispute occurs concerning any charges
billed to the Customer by the Company, the Customer must submit
a written documented claim for the disputed amount. The
Customer must submit all documentation as may reasonably be
required to support the claim. All claims must be submitted to the
Company within thirty (30) days of receipt of billing for those
services. If the Customer does not submit a claim as stated above,
the Customer waives all rights to filing a claim thereafter.

Unless disputed, the invoice shall be deemed to be correct and
payable in full by Customer. If the Customer is unable to resolve
any dispute with the Company, then Customer may file a complaint
with the Florida Public Service Commission, 2540 Shumard Oak
Boulevard, Tallahassee, FL 32399-0850.

If the dispute is resolved in favor of the Customer, no interest
credits or penalties will apply.
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2.8

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Service Connections and Facilities on Customer’s Premises

2.8.1

2.8.2

2.83

All Service along the facilities between the point identified as the
Company’s origination point and the point identified as the Company’s
termination point will be furnished by the Company, its agents or
contractors.

Customer shall allow Company continuous access and right-of-way to
Customer’s premises to the extent reasonably determined by the Company
to be appropriate to the provision and maintenance of services, equipment,
facilities and systems relating to this Tariff.

The Company may undertake to use reasonable efforts to make available
services to a Customer, on or before a particular date subject to the
provisions of and compliance by the Customer with the regulations
contained in this Tariff. The Company does not guarantee availability by
any such date and shall not be liable for any delays in commencing Service
to any Customer.
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2.8

SECTION 2 — RULES AND REGULATIONS (CONT’D)

Service Connections and Facilities on Customer’s Premises (Cont’d)

2.84

2.85

2.8.6

2.8.7

The Company undertakes to use reasonable efforts to maintain only the
facilities and equipment that it furnishes to the Customer. The Customer,
Jjoint user, or authorized user may not, nor may the Customer permit others
to, rearrange, disconnect, remove, attempt to repair, or otherwise tamper
with any of the facilities or equipment installed by the Company, except
upon the written consent of the Company.

Title to all facilities provided by Company, including Terminal
Equipment, shall remain with the Company. The operating personnel and
the electric power consumed by such equipment on the premises of the

Customer shall be provided by and maintained at the expense of the
Customer.

Equipment the Company provides or installs at the Customer’s premises
for use in connection with the Services the Company offers shall not be
used for any purpose other than that for which the Company provided it.

Customer is responsible for ensuring that Customer-provided equipment
connected to Company equipment and facilities is compatible with such
equipment and facilities. The magnitude and character of the voltages and
currents imposed on Company-provided equipment and wiring by
connection shall be such as not to cause damage to the Company-provided

equipment and wiring or injury to the Company’s employees or other
persons.
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SECTION 2 — RULES AND REGULATIONS (CONT’D)
2.8  Service Connections and Facilities on Customer’s Premises (Cont’d)

2.8.8 The Company shall not be responsible for the installation, operation, or
maintenance of any Customer-provided communications equipment.
Where such equipment is connected to the facilities furnished pursuant to
this Tariff, the responsibility of the Company shall be limited to the
furnishing of facilities offered under this Tariff and to the maintenance and
operation of such facilities; subject to this responsibility, the Company
shall not be responsible for:

(a) the transmission of signals by Customer-provided equipment or for
the quality of, or defects in, such transmission of; or

(b) the reception of signals by Customer-provided equipment.
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2.8

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Service Connections and Facilities on Customer’s Premises (Cont’d)

2.8.9

2.8.10

2.8.11

Company is solely responsible for operating Company-provided
equipment. In the event that Customer attempts to operate any Company-
provided equipment without first obtaining Company’s written approval,
in addition to any other remedies of Company for a breach by Customer of
Customer’s obligations hereunder, Customer shall pay Company for any
damage to Company-provided equipment caused or related to Customer’s
improper operation of Company-provided equipment upon receipt by
Customer of a Company invoice therefor. In no event shall Company be
liable to Customer or any other person for interruption of the Service or for
any other loss, cost or damage caused or related to Customer’s improper
use of Company-provided equipment.

Customer agrees to allow Company to remove all Company-provided
equipment from Customer’s premises:

(@ upon termination, interruption or suspension of the Service in
connection with which the equipment was used; and

(b) for repair, replacement or otherwise as Company may determine is
necessary or desirable.

At the time of such removal, such equipment shall be in the same
condition as when delivered to Customer or installed on Customer’s
premises, normal wear and tear only excepted. Customer shall reimburse
Company for the unamoratized cost of any such equipment in the event the
foregoing conditions are not met.
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2.8

SECTION 2 —- RULES AND REGULATIONS (CONT’D)

Service Connections and Facilities on Customer’s Premises (Cont’d)

2.8.12

2.8.13

The Customer, authorized user, or joint user is responsible for ensuring
that Customer-provided equipment connected to Company equipment and
facilities is compatible with such Company equipment and facilities. The
magnitude and character of the voltages and currents impressed on
Company-provided equipment and wiring by the connection, operation, or
maintenance of such equipment and wiring shall be such as not to cause
damage to the Company provided equipment and wiring or injury to the
Company’s employees or to other persons. In advance, Customer will
submit to Company a complete manufacturer’s specification sheet for each
item of equipment that is not provided by the Company and which shall be
attached to the Company’s facilities. The Company shall approve the use
of such item(s) of equipment unless such item is technically compatible
with Company’s facilities. Any additional protective equipment required
to prevent such damage or injury shall be provided by the Company at the
Customer’s expense.

Any special interface equipment necessary to achieve compatibility
between the facilities and equipment of the Company used for furnishing
Service, and the channels, facilities, or equipment of others shall be
provided at the Customer’s expense.
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2.9

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Interconnection

2.9.1

29.2

Service furnished by BCE may be interconnected with services or facilities
of other authorized communications common carriers and with private
systems, subject to technical limitations established by BCE. Service
furnished by BCE is not part of a joint undertaking with such other
common carriers or systems. BCE does not undertake to provide any
special facilities, equipment, or services to enable the Customer to
interconnect the facilities or the equipment of BCE with services or
facilities of other common carriers or with private systems.

Interconnection with the services or facilities of other common carriers
shall be under the applicable terms and conditions of this Tariff and the
other common carrier’s Tariffs.
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2.10

SECTION 2 - RULES AND REGULATIONS (CONT’D)
Inspection, Testing and Adjustment

BCE may, upon reasonable notice, make such tests and inspections as may be necessary
to determine whether the terms and conditions of this Tariff are being complied with in
the installation, operation or maintenance of the Customer’s facilities or equipment. BCE
may interrupt service at any time, without penalty or liability, due to the departure from or
reasonable suspicion of the departure from any of these terms and conditions.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.11 Credit Allowances for Interruption of Service

Credit allowances for interruptions of service which are not due to BCE’s inspection or
testing, to the negligence of the Customer, or the failure of channels, equipment and/or
communications systems provided by the Customer, are subject to the general liability
provisions set forth in this Tariff.
1t shall be the obligation of the Customer to notify BCE immediately of any interruption
in service for which the Customer desires a credit allowance. Before giving such notice,
the Customer shall ascertain that the trouble is not within his or her control, or is not in
wiring or equipment, if any, furnished by Customer.
For purposes of credit computation, every month shall be considered to have 30 days.
The Customer shall be credited for an interruption of one day (24 hours) or more at the
rate of 1/30" of the monthly charge for the services affected for each day that the
interruption continues.
Credit Formula:

Credit=A/30x B

A = outage time in days

B = total monthly charge for affected service.
No credit allowances shall be made for:
Interruptions that are caused by the negligence of the Customer or others authorized by
the Customer to use the Customer’s service;
Interruptions that are due to the failure of power, equipment, systems, or services not
provided by BCE;
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

2.11 Credit Allowances for Interruption of Service (Cont’d)
Interruptions during any period during which BCE or its agents are not afforded access to
the premises where Access Lines associated with the Customer’s service are located;
Interruptions during any period when the Customer or user has released the service to
BCE for maintenance, rearrangement, or the implementation of a Customer order;
Interruptions during any period when the Customer or user has refused to release the
service for testing or repair;
Interruptions during any period when the non-completion of calls is due to network busy
conditions; or
Interruptions not promptly reported to the BCE.

2.12 Obligations of the Customer
2.12.1 The Customer shall be responsible for:

(a) The payment of all applicable charges as set forth in this Tariff.

(b) Damage or loss of the Company’s facilities or equipment caused by
the acts or omissions of the Customer, authorized user, or joint
user or the non-compliance by the Customer, authorized user, or
joint user with these regulations; or by fire or theft or other casualty
on the premises of the Customer, authorized user, or joint user
unless caused by the negligence or willful misconduct of the
employees or agents of the Company.

(c) Providing as specified from time to time by the Company any
needed personnel, equipment, space and power to operate
Company facilities and equipment installed on the premises of the
Customer, authorized user, or joint user and the level of power,
heating and air conditioning necessary to maintain the proper
environment on such premises.
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

2.12 Obligations of the Customer (Cont’d)

2.12.1 The Customer shall be responsible for: (Cont’d)

(d

(e)

Obtaining, maintaining, and otherwise having full responsibility
for rights of way and conduit necessary for installation of fiber
optic cable and associated equipment to provide Service to the
Customer, authorized user or joint user from the cable building
entrance or the property line of the land on which the structure
wherein any termination point or origination point used by the
Customer, authorized user or joint user is placed or located,
whichever is applicable, through the point of entry into the
structure, throughout the structure, to the location of the equipment
space. Any and all costs associated with the obtaining and
maintaining of the rights of way described herein, including the
costs of altering the structure to permit installation of the
Company-provided facilities, shall be borne entirely by, or may be
charged by the Company to the Customer. The Company may
require the Customer to demonstrate its compliance with this
section prior to accepting an order for Service.

Providing a safe place to work and complying with all laws and
regulations regarding the working conditions on the premises at
which Company employees and agents shall be installing or
maintaining the Company’s facilities and equipment. The
Customer may be required to install and maintain Company
facilities and equipment within a hazardous area if, in the
Company’s opinion, injury to Company employees or property
might result from installation or maintenance by the Company.
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2.12

SECTION 2 - RULES AND REGULATIONS (CONT’D)

Obligations of the Customer (Cont’d)

2.12.1 The Customer shall be responsible for: (Cont’d)

4

Complying with all laws and regulations applicable to, and
obtaining all consents, approvals, licenses and permits as may be
required with respect to, the location of Company facilities and
equipment in any Customer premises or the rights of way for which
the Customer is responsible and obtaining permission for Company
agents or employees to enter the premises of the Customer,
authorized user, or joint user at any reasonable hour for the purpose
of installing, inspecting, repairing, or upon termination of Service
as stated herein, removing the facilities or equipment of the
Company.
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

2.12 Obligations of the Customer (Cont’d)

2.12.1 The Customer shall be responsible for: (Cont’d)

(2

(h)

®

)

Making Company facilities and equipment available periodically
for maintenance purposes at a time agreeable to both the Company
and the Customer. No allowance will be made for the period
during which Service is interrupted for such purposes.

Keeping the Company’s equipment and facilities located on the
Customer’s premises of rights-of-way obtained by the Customer
free and clear of any liens or encumbrances relating to the
Customer’s use of the Company’s services or from the locations of
such equipment and facilities.

Customer provided terminal equipment on the premises of the
Customer, authorized user, or joint user, the operating personnel
there, and the electric power consumed by such equipment shall be
provided by and maintained at the expense of the Customer,
authorized user, or joint user. Conformance of Customer provided
station equipment with Part 68 of the FCC Rules is the
responsibility of the Customer.

The Customer, authorized user, or joint user is responsible for
ensuring that Customer-provided equipment connected to
Company equipment and facilities is compatible with such
equipment and facilities. The magnitude and character of the
voltages and currents impressed on Company-provided equipment
and wiring by the connection, operation, or maintenance of such
equipment and wiring shall be such as not to cause damage to the
Company-provided equipment and wiring or injury to the
Company’s employees or other persons.
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SECTION 2 — RULES AND REGULATIONS (CONT’D)

2.13 Refusal or Discontinuance by the Company

2.13.1

2.13.2

2.133

2.134

2.13.5

The Company, by five (5) working days written notice to the Customer
and in accordance with applicable law, may discontinue Service or cancel
an application for Service without incurring any liability when there is an
unpaid balance for Service that is overdue and not disputed, or where there
is any violation of the provisions of this Tariff.

The Customer whose check or draft is returned unpaid for any reason, after
two attempts at collection, shall be subject to discontinuance of Service in
the same manner as provided for nonpayment of overdue charges.

The Customer shall be subject to discontinuance of Service, with notice,
where the Customer will be allowed a reasonable time to comply, for any
violation of any law, rule, regulation or policy of any government authority
having jurisdiction over Service, or by reason of any order or decision of a
court or other government authority having jurisdiction which prohibits
the Company from fumnishing such Service.

The Company may immediately discontinue service to any Customer,
without notice, in order to protect against fraud or to otherwise protect
Company personnel, agents, facilities, or services.

If any Customer files for bankruptcy or reorganization or fails to discharge
an involuntary petition therefore within the time permitted by law, the
Company may immediately discontinue or suspend Service under this
Tariff without incurring any liability.

Issued:

Effective:

By: Martine Turcotte
Scerctary
BCE Nexxia Corporation
1000 de la Gauchetiere O
Floor 41
Montreal, Canada H3B58H



BCE Nexxia Corporation P.S.C. No. 1 - Telephone

Original Page No. 45

SECTION 2 — RULES AND REGULATIONS (CONT’D)

2.13 Refusal or Discontinuance by the Company (Cont’d)

2.13.6

2.13.7

2.13.8

2.13.9

Upon the Company’s discontinuance of Services to the Customer, the
Company, in addition to all other remedies that may be available to the
Company at law or in equity or under any other provision of this Tariff,
may declare all future monthly and other charges which would have been
payable by the Customer under this Tariff during the remainder of the
minimum term for which such Services would have otherwise been
provided to the Customer to be immediately due and payable.

If Service has been discontinued for nonpayment or as otherwise provided
herein and the Customer wishes it continued, Service shall, at the
Company’s discretion, be restored when all past due amounts are paid or
the event giving rise to the discontinuance (if other than nonpayment) is
corrected and the Customer pays a deposit in advance at Company’s
discretion. Non-recurring charges apply to restored Services.

Any notice the Company may give to a Customer shall be deemed properly
given when delivered, if delivered in person, or when deposited with the
U.S. Postal Service, addressed to the Customer’s billing address or to such
address as may be subsequently given by Customer to the Company.

Except for cancellation of Service or as otherwise provided by these rules,
any notice from any Customer may be given by the Customer or any
authorized representative to the Company’s business office orally or by
written notice mailed to the Company’s business address. Cancellation of
Service must be by written notice.

2.14 Restoration of Service
If service has been discontinued for nonpayment or as otherwise provided herein and the
Customer wishes it continued, service shall, at BCE’s discretion, be restored when all
past due amounts are paid or the event giving rise to the discontinuance (if other than
nonpayment) is corrected.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.15 Schools and Libraries Discount Program

2.15.1

General

The Schools and Libraries Discount Program permits eligible schools
(public and private, grades Kindergarten through 12) and libraries to
purchase BCE services offered in this Tariff at a discounted rate, in
accordance with the Rules adopted by the FCC in its Universal Service
Order 97-157, issued May 8, 1997. The Rules are codified at 47 Code of
Federal Regulation (C.F.R.) 54.500 et. seq.

As indicated in the Rules, the discounts will be between twenty (20) and
ninety (90) percent of the pre-discount price, which is the price of services
to schools and libraries prior to application of a discount. The level of
discount will be based on an eligible school or library’s level of economic
disadvantage and by its location in either an urban or rural area. A
school’s level of economic disadvantage will be determined by the
percentage of its students eligible for participation in the national school
lunch program, and a library’s level of economic disadvantage will be
calculated on the basis of school lunch eligibility in the public school
district in which the library is located. A non-public school may use either
eligibility for the national school lunch program or other federally
approved alternative measures to determine its level of economic
disadvantage. To be eligible for the discount, schools and libraries will be
required to comply with the terms and conditions set forth in the rules.
Discounts are available only to the extent that they are funded by the
federal universal service fund. Schools and libraries may aggregate
demand with other eligible entities to create a consortium.
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SECTION 2 — RULES AND REGULATIONS (CONT’D)
2.15 Schools and Libraries Discount Program (Cont’d)
2.15.2 Regulations
(a) Obligation of eligible schools and libraries:
1. Requests for service:

(a) Schools and libraries and consortia shall participate in a
competitive bidding process for all services eligible for discounts,
in accordance with any state and local procurement rules.

(i) Schools and libraries and consortia shall submit requests
for services to the Schools and Libraries Division, as
designated by the FCC, and follow established procedures.

(1)  Services requested will be used for educational purposes.

(i)  Services will not be sold, resold or transferred in
consideration for money or any other thing of value.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.15 Schools and Libraries Discount Program (Cont’d)

2.15.2

2.15.3

Regulations (Cont’d)
(b) Obligations of BCE:

BCE will offer discounts to eligible schools and libraries on commercially
available telecommunications services contained in this Tariff.

BCE will offer services to eligible schools, libraries and consortia at prices
no higher than the lowest price it charges to similarly situated non-
residential customers for similar services (lowest corresponding price).

In competitive bidding situations, BCE may offer flexible pricing or rates
other than in this Tariff, where specific flexible pricing arrangements are
allowed.

Discounted Rates for Schools and Libraries

(a) Discounts for eligible schools and libraries and consortia shall be
set as a percentage from the pre-discount price, which is the price
of services to schools and libraries prior to application of a
discount.

(b) The discount rate will be applied to all commercially available
telecommunications services purchased by eligible schools,
libraries or consortia.

(© The discount rate is based on each school or library’s level of
economic disadvantage as determined in accordance with the
Commission’s Rules and by its location in either urban or rural
area.
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SECTION 2 - RULES AND REGULATIONS (CONT’D)

2.15 Schools and Libraries Discount Program (Cont’d)

2.15.3 Discounted Rates for Schools and Libraries (Cont’d)
(d)  The discount matrix for eligible schools, libraries and consortia are
as follows:

% Of Students Eligible For % Of U.S. Urban Rural
National School Lunch Program Schools Discount  Discount

<1% 3% 20% 25%

1% - 19% 31% 40% 50%

20% - 34% 19% 50% 60%

35% - 49% 15% 60% 70%

50% - 74% 16% 80% 80%

75% - 100% 16% 90% 90%
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2.16

SECTION 2 -~ RULES AND REGULATIONS (CONT’D)

Special Rates for the Handicapped

The Company does not currently offer switched voice services. Once the Company
commences providing switched voice services, it shall comply with the following:

2.16.1

2.16.2

2.16.3

Directory Assistance

There shall be no charge for up to fifty calls per billing cycle from lines or
trunks serving individuals with disabilities. The Company shall charge the
prevailing Tariff rates for every call in excess of 50 within a billing cycle.

Hearing and Speech Impaired Persons

Intrastate toll message rates for TDD users shall be evening rates for
daytime calls and night rates for evening and night calls.

Telecommunications Relay Service

For intrastate toll calls received from the relay service, the Company will
when billing relay calls discount relay service calls by 50 percent off of the
otherwise applicable rate for a voice nonrelay call except that where either
the calling or called party indicates that either party is both hearing and
visually impaired, the call shall be discounted 60 percent off of the
otherwise applicable rate for a voice nonrelay call. The above discounts
apply only to time-sensitive elements of a charge for the call and shall not
apply to per call charges such as a credit card surcharge.
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3.1

SECTION 3 -SERVICE DESCRIPTIONS
General

BCE offers intrastate interexchange telecommunications services for communications
originating and terminating within the State of Florida under terms of this Tariff.

Customers are billed based on their use of BCE’s services. Charges may vary by service
offering, class of call, service, and/or service location.

Some services offered by BCE are available only pursuant to Individually Negotiated
Contract (“ICB”). Rates for these services are listed as “ICB”.

BCE does not offer switched voice services at this time. Once BCE commences
providing switched voice services, it shall comply with the following:

3.1.1 A Customer can expect a call completion rate of not less than 90% during
peak use periods for all Feature Group D services (“1+” dialing).
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SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)

3.1 General (Cont’d)
31.2 Timing of Calls

Billing for calls is based in part on the duration of the call as follows,

unless otherwise specified in this Tanff:

(a) Call timing begins when the called party answers the call (i.e.,
when two-way communications are established). Answer detection
is based on standard industry answer detection methods, including
hardware and software answer detection.

(b) Chargeable time for calls ends when one of the parties disconnects
from the call.

(c) For billing purposes, the minimum call duration periods vary by
service and are specific by product or option in subsequent sections
of this Tariff.

(d) For billing purposes, usage after the initial period varies by service
and is specified by product or option in subsequent sections of this
Tariff. Call durations are rounded up to the next billing increment.

(e) FTCS will not bill for unanswered calls. When a Customer
indicates that he/she was billed for an incomplete call, FTCS will
reasonably issue credit for the call.
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SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)
3.1 General (Cont’d)
3.1.3 Rate Periods

(a) Unless otherwise specified, all usage charges are applicable
twenty-four (24) hours per day, seven (7) days a week.

(b) For services subject to holiday discounts, the following are
Company-recognized national holidays, determined by the location
of the calling station: New Year’s Day, Memorial Day,
Independence Day, Thanksgiving Day, and Christmas Day.

() Calls are billed based on the rate in effect at the time the call
begins. Calls that cross rate period boundaries are billed the rate in
effect at the beginning of the call for the duration of the entire call.

3.14 Calculation of Distance

Usage charges for all mileage sensitive products are based on the airline
distance between rate centers associated with the originating and
terminating points of the call.

The airline mileage between rate centers is determined by applying the
formula below to the vertical and horizontal coordinates associated with
the rate centers involved. The Company uses the rate centers that are
produced by Bell Communications Research in the NPA-NXX V & H
Coordinates Tape and Bell’s NECA Tariff No. 4.

Formula:
The square (V1—V2y + (H1 - H2)?
root of: 10
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3.2

SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)

Global Internet Protocol Virtual Private Network Service

3.2.1

Nature of Service

The Global Internet Protocol Virtual Private Network (“IP VPN™) service
is a suite of digital data network services compliant with international
Internet Protocol standards that provides digital data transmission paths
between multiple customer locations based on a variety of Service
Connections to the BCE Global IP VPN network and the public Internet as
well as customer premises equipment provided and/or managed by BCE.
Service configurations are dedicated to a customer and available in a
variety of industry standard speeds and feature sets.

Access facilities between the BCE Global IP-VPN network or the public
Internet and a customer’s premises can be arranged for separately by the
customer or procured by BCE through a 3rd party vendor of local
exchange services and/or public Internet services.

Rates and charges for Service Connections, service configurations,
equipment and local access arrangements vary depending on customer
locations, features selected and bandwidth requirements. Rates include
non-recurring charges for set-up and installation of service elements plus
monthly recurring charges for a minimum one year term.
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33

SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)

Frame Relay Service

3.3.1

Nature of Service

Global Frame Relay service is a high-speed digital data network service
compliant with international Frame Relay interface standards that provides
a digital data transmission path between two customer locations based on a
Service Connection to the BCE Global Frame Relay network and a
Permanent Virtual Circuit (“PVC”) between two Service Connections.
The Service Connection at one end of a circuit path may be of a different
service type. Service Connections and PVCs are dedicated to a customer
and available in a variety of industry standard speeds and PVC Committed
Information Rate (““CIR”) speeds.

Access facilities between the BCE Global Frame Relay network and a
customer’s premises can be arranged for separately by the customer or
procured by BCE through a 3rd party vendor of local exchange services.

Rates and charges for Service Connections, PVCs and local access
arrangements vary depending on customer locations and bandwidth
requirements. Rates include non-recurring charges for set-up and
installation of service elements plus monthly recurring charges for a
minimum one year term.
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34

SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)

Global Private Line Service

34.1

Nature of Service

Global Private Line service is a high-speed digital data network service
compliant with international digital Private Line interface standards that
provides a dedicated digital data transmission path between two customer
locations based on a Service Connection to the BCE Global Private Line
network. The Service Connection at one end of a circuit path may be of a
different service type or provided and billed by another supplier as a half-
circuit. Service Connections are dedicated to a customer and available in a
variety of industry standard speeds.

Access facilities between the BCE Global Private Line network and a
customer’s premises can be arranged for separately by the customer or
procured by BCE through a 3rd party vendor of local exchange services.

Rates and charges for Service Connections and local access arrangements
vary depending on customer locations and bandwidth requirements. Rates
include non-recurring charges for set-up and installation of service
elements plus monthly recurring charges for a minimum one year term.
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35

SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)

Global ATM Service

351

Nature of Service

Global ATM service is a high-speed digital data network service
compliant with international Asynchronous Transmission Mode interface
standards that provides a digital data transmission path between two
customer locations based on a Service Connection to the BCE Global
ATM network and a Permanent Virtual Circuit (“PVC”) between two
Service Connections. The Service Connection at one end of a circuit path
may be of a different service type. Service Connections and PVCs are
dedicated to a customer and available in a variety of industry standard
speeds. Two types of PVCs are offered; Constant Bit Rate (“CBR”) and
Variable Bit Rate (“VBR”) in a variety of industry standard Sustained Cell
Rate (“SCR”) speeds.

Access facilities between the BCE Global ATM network and a customer’s
premises can be arranged for separately by the customer or procured by
BCE through a 3rd party vendor of local exchange services.

Rates and charges for Service Connections, PVCs and local access
arrangements vary depending on customer locations and bandwidth
requirements. Rates include non-recurring charges for set-up and
installation of service elements plus monthly recurring charges for a
minimum one year term.
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3.6

SECTION 3 - SERVICE DESCRIPTIONS (CONT’D)

Broadcast and Image Services

3.6.1

Nature of Service

The BCE Broadcast and Image Services is a suite of on-demand digital
video transport services, from 8 Mbps to 270 Mbps. Services are available
on a full-time dedicated facility basis or an occasional ad-hoc basis
(hours/days) for media event coverage. Interfaces to the television facility
are comphiant with SMPTE (Society of Motion Picture and Television
Engineers), ISO-MPEG (International Standards Organization — Motion
Picture Experts Group), ITU-R (International Telecommunications Union
- Radio Communication Sector), ETSI (European Telecommunications
Standards Institute) and AES/EBU (Audio Engineering Society / European
Broadcast Union) standards.

Service configurations can either be dedicated to a customer or utilized on
a customer shared basis. Services are available in a variety of industry
standard bandwidths and feature sets.

Access facilities between the BCE Digital Video network and a customer’s
premises can be arranged for separately by the customer or procured by
BCE through a third party vendor of local video exchange services.

Rates and charges for service connections, service configurations,
equipment and local access arrangements vary depending on customer
locations, features selected, duration of service event and bandwidth
requirements. Rates include non-recurring charges for set-up and
installation of service elements plus monthly recurring charges.
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SECTION 4 -RATES
4.1 Global Internet Protocol Virtual Private Network Service
4.1.1 Recurring and Non-recurring Charges

(a) The following per minute rates apply to all virtual private network
switched and dedicated calls as specified below:

Service Options Monthly Recurring Non-recurring
Charge Service Charge
Service Connection ICB ICB
IP Secunty ICB ICB
Class of Service ICB ICB
Dedicated Internet ICB ICB
Remote Access ICB ICB
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4.2

SECTION 4 - RATES (CONT’D)

Global Frame Relay Service

4.2.1 Recurring and Non-recurring Charges
Monthly Recurring Non-recurring
Service Connection Charge Service Charge
56 Kbps $ 280.00 $ 450.00
64 Kbps $ 290.00 $ 450.00
128 Kbps $ 525.00 $ 550.00
256 Kbps $ 760.00 $ 550.00
384 Kbps $ 895.00 $ 550.00
512 Kbps $1,175.00 $ 550.00
768 Kbps $1,345.00 $ 550.00
1,544 Kbps (DS1) $2,110.00 $ 550.00
45 Mbps (DS3) $ 6,180.00 $ 1,800.00
Issued: Effective:
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SECTION 4 - RATES (CONT’D)
4.2  Global Frame Relay Service (Cont’d)

4.2.1 Recurring and Non-recurring Charges (Cont’d)

PVC* CIR Monthly Recurring Non-recurring
(duplex/bi-directional) Charge Service Charge
4 Kbps $ 20.00 $ 200.00
8 Kbps $ 24.00 $ 200.00
16 Kbps $ 35.00 $ 200.00
32 Kbps $ 60.00 $ 200.00
48 Kbps § 75.00 $ 200.00
64 Kbps $ 85.00 $ 200.00
128 Kbps $ 170.00 $ 200.00
192 Kbps $ 230.00 $ 200.00
256 Kbps $ 300.00 $ 200.00
384 Kbps $ 440.00 $ 200.00
512 Kbps $ 590.00 $ 200.00
768 Kbps $ 875.00 $ 200.00
1024 Kbps $1,100.00 $ 200.00
1536 Kbps $ 1,590.00 $ 200.00

* PV (s between available BCE network locations
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SECTION 4 - RATES (CONT’D)

4.3 Global Private Line Service

4.3.1 Recurring and Non-recurring Charges

Monthly Recurring Charge

(each) Service Mileage Non-recurring
Service Connection Connection (rate per mile) Service Charge
56/64 Kbps (DS0) ICB ICB ICB
1,544 Kbps (DS1) ICB ICB ICB
45 Mbps (DS3) ICB ICB ICB
Effective:
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SECTION 4 - RATES (CONT’D)

4.4 Global ATM Service

4.4.1 Recurring and Non-recurring Charges
Monthly Non-Recurring
Service Connection Recurring Charge Service Charge
DS1 $ 495.00 $ 550.00
DS3 $ 2,175.00 $ 1,800.00
0C3 $ 5,300.00 $ 2,200.00
CBR PVCs* SCR Monthly Non-Recurring
(duplex/bi-directional)  Recurring Charge Service Charge
Constant Bit Rate (CBR)
1 $ 2,750.00 $ 200.00
2 $ 5,495.00 $ 200.00
5 $ 13,735.00 $ 200.00
10 $ 27,470.00 $ 200.00
15 $ 34,340.00 § 200.00
20 $ 41,205.00 $ 200.00
45 $ 55,480.00 $ 200.00
Variable Bit Rate (VBR)
1 § 905.00 $ 200.00
2 $ 1,810.00 $ 200.00
5 $ 4,520.00 $ 200.00
10 $ 6,775.00 $ 200.00
15 $ 9,050.00 $ 200.00
20 $11,295.00 $ 200.00
45 $ 19,892.00 $ 200.00
* PVCs between available BCE network locations
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SECTION 4 - RATES (CONT’D)

4.5

4.5.1

Broadcast and Image Services

Full-Time Recurring Charges

Service Options Monthly Recurring Non-recurring
Charge Service Charge
Service Connection ICB ICB
Access local loops ICB ICB
SDI/SDTI (270 Mbps) ICB ICB
DVB-ASI (8 — 270Mbps) ICB ICB
MPEG (8 — 50Mbps) ICB ICB
4.5.2 Occasional Charges — Uni-directional
Service Options Initial Additional Hour
15 Minutes 15 Minutes Reference
Service Connection ICB ICB ICB
Access local loops ICB ICB ICB
SDI/SDTI (270 Mbps) $175 - $250 $190 $£750 - 8850
DVB-ASI (270Mbps) $175 - 8250 $190 $750 - $850
DVB-ASI (100 Mbps) ICB ICB ICB
DVB-ASI (50 Mbps) ICB ICB ICB
DVB-ASI (20 Mbps) ICB ICB ICB
DVB-ASI (8 Mbps) ICB ICB ICB
MPEG (50 Mbps) $100 - $200 $100 - $200 $475 - $550
MPEG (20 Mbps) $75-3%150 $75-8125 $350 - $420
MPEG (8 Mbps) $75 - 8125 $40 - $80 $250 - $300
Bi-directional rates = 1.7 X uni-directional rate
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SECTION 5 -SPECIAL PROMOTIONAL OFFERINGS

5.1 General
From time to time BCE shall, at its option, promote subscription or stimulate network
usage by offering to waive some or all of the nonrecurring or recurring charges for the
Customer (if eligible) of target services for a limited duration. Such promotions shall be
made available to all similarly situated Customers in the target market area(s).
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6.1

SECTION 6 -CONTRACT SERVICES

General

At BCE’s option, service may be offered on an Individual Case Basis to meet specialized
requirements of the Customer not contemplated in this Tariff. The terms of each contract
shall be mutually agreed upon between the Customer and BCE and may include discounts
off of rates contained herein, waiver of recurring or nonrecurring charges, charges for
specially designed and constructed services not contained in BCE’s general service
offerings, or other customized features. The terms of the contract may be based partially
or completely on the term and volume commitment, type of originating or terminating
access, mixture of services or other distinguishing features.
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7.1

SECTION 7 -LEGISLATIVE, REGULATORY OR JUDICIAL ACTIVITY
General

Notwithstanding any statement to the contrary contained in this Tariff, in the event that
any regulatory agency, legislative body or court of competent jurisdiction promulgates
regulations or modifies existing ones including, without limitation, regulations regarding
payphone compensation, access charges and/or universal service (“Regulatory Activity”),
BCE reserves the right, at any time and without notice to: (i) pass through to the
Customer all, or a portion of, any charges or surcharges directly or indirectly related to
such Regulatory Activity; or (ii) modify the rates, including any rate guarantees, and/or
terms and conditions contained in this Tariff to reflect the impact of such Regulatory
Activity.
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BCE Nexxia Corp
Senior Management and Technology Officials

Richard J. Mannion — President, BCE Nexxia Corp.

Mr. Mannion was appointed Chief Legal Officer of Bell Canada in June 2000, with responsibility for the
legal affairs of the Bell Canada group in Montreal. He joined Bell Canada/BCE following university in

1981 and has held numerous positions in the BCE group with Bell Canada and Bell Mobility in Toronto
and Monteal.

Mr. Mannion holds a Bachelor of Civil Law (B.C.L.) and Common Law (LL.B.) from McGill University
and is a member of the Quebec and Ontario Bar Associations.

1000, rue de La Gauchetiére Ouest
Room 4100

Montréal, Québec

H3B 5HS

514-870-8891
richard.mannion@bell.ca

Martine Turcotte — Secretary, BCE Nexxia Corp.

Ms. Turcotte was appointed Chief Legal Officer of BCE Inc. in June 1999 and is also a Member of the
BCE Executive Council. She first joined BCE in August 1988 as Legal Counsel and has held numerous
positions in the BCE group with Bell Canada International, BCE Media and Bell Canada.

Ms. Turcotte holds a Master's Degree in Business Administration ("MBA") from the London Business
School, a Bachelor of Civil Law (B.C.L.) and Common Law (LL.B.) from McGill University and is a
member of the Quebec Bar Association.

Since 1996, she is Member of the Board of Directors and the Financing Committee of Théatre Espace Go Inc.

1000, rue de La Gauchetiére Ouest
Room 4100

Montréal, Québec

H3B 5H8

514-870-4637
martine.turcotte@bell.ca

Isabelle Courville — President, Enterprise Market, Bell Canada
Isabelle Courville was appointed President, Enterprise Market at Bell Canada, in May 2003.

Before, she held the position of President and Chief Executive Officer of Bell Nordiq Group Inc. (Télébec
- NorthemTel), a telecommunications leader in the peripheral regions of Ontario and Quebec. Ms.
Courville successfully spearheaded the creation of the Bell Nordiq Income Fund, the first of its kind in
Canada's telecommunications industry. She also brought to fruition the integration of Télébec and
NorthernTel.
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BCE Nexxia Corp
Senior Management and Technology Officials — Cont’d

Ms. Courville also held numerous senior executive functions at Bell Canada including, Senior Vice-
President - Supply Chain and Capital Management and Assistant General Counsel with the group
responsible for commercial and intellectual property matters. From 1997 to 1998 she was Vice-President -
Alliances and Legal Services at Stentor Resource.

Isabelle Courville is Chairperson of the Board of Logicon, a networking subsidiary of Télébec, Limited
Partnership, and of Proximedia Interaction Centre Inc. She also serves on the Board of Trade of
Metropolitan Montreal and sits on the board of Yellow Pages Group, the new company created following
the sale of Bell's directory services.

Isabelle Courville holds a bachelor's degree in engineering physics from the Ecole Polytechnique de
Montréal and a bachelor's degree in civil law from McGill University. She is a member of the Ordre des
ingénieurs du Québec, the Barreau du Québec and the Canadian Bar Association.

1050 Beaver Hall Hill
Montreal, (Quebec)

H27Z 154

514-493-5500
isabelle.courville@bell.ca

John Sheridan — Group President — Business Markets

John Sheridan is Group President, Business Markets and is responsible for the company's entire enterprise
and small and medium-sized business portfolio across Canada. He is also responsible for customer
operations for both consumer and business customers. He is chairman of Bell West.

John Sheridan first joined Bell Canada in 1979 from the Conference Board of Canada, and has since
demonstrated his extensive expertise in Marketing, Sales and Customer Service Operations. From 1992 to
1996, he worked in the U K. cable/telephony industry as CEO of ENCOM Cable TV and
Telecommunications and COO of Bell Cablemedia Plc. In addition, he served as Vice-Chairman of the
U.K. Cable Communications Association and as a director of several U.K. companies.

Currently he serves as a director on the boards of Aliant Inc., Manitoba Telephone Services Inc. and
Ballard Power Systems Inc. He is involved in education, serving on the Board of the University of
Southern California Centre for Telecommunications Management, on the Dean's Advisory Board of
Wilfrid Laurier University and the Justin Eves Foundation Board for Learning Disabilities. He is active
in key causes, serving on the Board of Governors of Junior Achievement, Deputy Chairman of the Metro
Toronto United Way Campaign, Major Gifts Co-Chairman of the Salvation Army "Circle of Caring
Campaign". He is also a member of the Premier of Ontario's Board of Councillors for Ontario's Promise -
The Partnership for Children and Youth.

Mr. Sheridan is a Master's Economics graduate of Queen's University and holds undergraduate degrees
from the University of Waterloo and Wilfrid Laurier University. He also lectured in undergraduate Micro
and Macro Economics from 1981 to 1983 at Carleton University in Ottawa.

483 Bay Street (BTS)
Floor 6N

Toronto (Ontario)
Canada M5G 2C9
john.sheridan@bell.ca
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BCE Nexxia Corp
Senior Management and Technology Officials — Cont’d

Josie Scioli — Vice President — Enterprise Customer Care Centre, Bell Canada

Josie supports $2.2 billion in sales through her leadership of 700 employees in the Customer Care Centre.
Bell Canada is the leading provider of full-service solutions to Canada's largest business customers.
Delivering national network and IP broadband connectivity, superior service levels and personalized
customer care, Bell Canada is at the forefront of providing customers with bundled, convergent solutions
thus enabling unmatched competitive advantage.

Ms. Scioli's career with Bell Canada spans over 10 years. Before assuming her current role, Ms. Scioli
was the Vice President of Finance for Bell Nexxia. She has been a leader in a number of Bell Canada
departments and business units including positions with WorldLinx, BAC, Mediatel, MediaLinx, Bell
Telic, Bell Global Solutions and Bell Canada/Bell Sygma. Ms. Scioli holds a bachelor of administration
degree in economics and commerce from the University of Toronto.

483 Bay Street, Floor 6N
Toronto, Ontario

M5G 2E1

416-353-7400
josie.scioli@bellnexxia.com

J. Trevor Anderson — Senior Vice President — Technology, Bell Canada

In his current position, Trevor is accountable for the planning, construction and maintenance of the Bell
Canada National Network. This includes the Transport and Switching infrastructure as well as the
Broadband and IP Networks. Prior to his current assignment in the role of VP - Strategic Initiatives, he
was responsible for negotiating Alliance Agreements and developing the Business Plan for Bell Nexxia.

Trevor joined Bell Canada in 1972 after receiving his Bachelor of Engineering degree from Carleton
University. Since that time, Trevor has held various positions in a number of BCE firms including
Telesat, Bell Northern Research, Stentor Resource Centre Inc., Bell Advanced Communications Inc. and
Bell Nexxia. His accountabilities have spanned a variety of disciplines and he has extensive experience
in Technology, Marketing, Sales, Accounting and Administration.

110 O’Connor

Ottawa, Ontario

K1P 1H1

(613) 781-7309
trevor.anderson@bell.ca
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BCE Nexxia Corp
Senior Management and Technology Officials — Cont’d

Charles R. Hill — Director, Transport Network Planning, Bell Canada

Charles R. Hill is the Director of Transport Network Planning for Bell Canada Holdings. In this role he is
responsible for the design, strategic planning, and implementation of the Bell Nexxia National network
for all Real Estate and Fiber holdings. Geographical responsibilities are for all Real Estate, Fiber, and
Transport strategic and tactical planning for the Bell Nexxia national network, Belli West Core and
Regional networks, and Nexxia US networks. This effectively reflects the planning responsibilities for
the Pacific, Western, Prairie, Central and New York (Telergy) network rings. Close interface is with the
Quebec and Aliant Ring planning for coast to coast coverage on National/International requirements. In
addition to the above responsibilities other activities include Transport Life Cycle management and
management of major projects including Government of Alberta and other Bell West Regional Tier 2
Network Developments.

Charles has over 27 years experience in the telecommunications industry ranging from Finance, Budget &
Results, Commercial, Sales, Marketing, Provisioning and Operations. He has coordinated the
introduction of a number of complex managed telecommunication services. He has been involved in
strategic planning and process re-engineering that has included the implementation of new systems on a
corporate wide basis. Previously Charles has worked in London, England for 5 years (93-98) at Cable &
Wireless Communications Ltd. and Mercury Communications Ltd. as Business Process Architect,
Business Provisioning Manager and Director of Network Operations.

181 Bay Street, Room 350
Toronto, Ontario

MS5J 2T3

416-353-0880
charles.hill@bellnexxia.com
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EXHIBIT C



BCE Nexxia Inc.
Demonstration of Financial Capability

As a company which is majority owned and controlled by Bell Canada Enterprises Inc.
(“BCE”), the largest communications company in Canada, BCE Nexxia Inc.’s financial
information is incorporated in the consolidated financial statements of its parent company.' A
copy of BCE’s consolidated audited financial statements for the last three years is attached.

BCE is a leading integrated communications company which is publicly-traded on both
the Toronto Stock Exchange and the New York Stock Exchange under the symbol (BCE). BCE
currently owns numerous telecommunications companies, including Bell Canada, Bell Mobility,
and Bell Nexxia. As indicated in the attached 2001 consolidated financial statements, BCE’s
consolidated revenue for the year was CANS$21.7 billon, and EBITDA was CAN$7.5 billion.?
For the fourth quarter of 2002, the company reported operating revenue of CAN$5.2 billion, and
EBITDA of CAN$1.9 billion.

The attached financial documents demonstrate that BCE Nexxia Inc. clearly possesses the
requisite financial capability to provide intrastate telecommunications services in this State.

' See Consolidated Financial Statements — BCE Inc., 2001 Annual Report at p. 39

(“entities that the Corporation has the ability to significantly influence are accounted for using
the equity method™).

? See 2001 Annual Report, BCE at p.1.
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CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

For the period ended December 31

Three months

Twelve months

($ millions, except share amounts) (unaudited) 2002  2001" 2002]  2001"
Operating revenues 5172 5,113 19,768 19,340
Operating expenses 3,259 3,286 12,146 12,098
Amortization expense 794 948 3,146 3,826
Net benefit plans credit (8) (31) (33) (121)
Restructuring and other charges (Note 4) 385 741 887 980
Total operating expenses 4,440 4,944 16,146 16,783
Operating income 732 169 3,622 2,557
Other income (expense) (Note 5) 2,242 {11} 2,468 4,015
Impairment charge (Note 1) (770) - (770) -
Eamings from continuing operations before the under-noted items 2,204 158 5,320 6,572
Interest expense - long-term debt 278 243 1,041 952
- other debt 71 12 120 104
Total interest expense 349 255 1,161 1,056
Earnings {loss) from continuing operations before
income taxes and non-controlling interest 1,855 (97) 4,159 5,516
Income taxes 753 31 1,593 1,759
Non-controlling interest 267 (38) 668 186
Earnings (loss) from continuing operations 835 (90) 1,898 3,571
Discontinued operations (Note 6) 917 {195) 577 (3.057)
Net earnings (loss) 1,752 {(285) 2,475 514
Dividends on preferred shares (16) (14) (59) (64)
Net earnings (loss) applicable to common shares 1,736 (299) 2,416 450
Net earnings (loss) per commaon share - basic (Note 7)
Continuing operations 0.92 (0.13) 215 4.34
Net earnings (loss) 1.92 (0.37) 2.74 0.56
Net earnings {loss) per common share - diluted (Note 7)
Continuing operations 0.91 {0.13) 213 4,29
Net earnings (loss) 1.89 (0.37) 271 0.55
Dividends per common share 0.30 0.30 1.20 1.20
Average number of common shares outstanding (millions) 909.1 808.5 847.9 807.9
The following is a reconciliation of net eamings (loss) to reflect the comparative
impact of the nan-amortization of goodwill and indefinite-life intangible assets
effective January 1, 2002 {Refer to Note 1).
Adjusted net earnings (loss)
Net eamnings (loss), as reported 1,752 (285) 2,475 514
Amortization expense on goodwill and indefinite-life intangible assets - 234 - 971
Net earnings (loss), adjusted 1,752 (51) 2,475 1,485
Adjusted net earnings (loss) per common share
Basic 1.92 (0.08) 274 1.76
Diluted 1.89 (0.08) 2.71 1.74

(1) Refer to Note 1 “Significant accounting policies” for basis of presentation.



CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.
CONSOLIDATED STATEMENTS OF RETAINED EARNINGS (DEFICIT)

For the period ended December 31

Three months

Twelve months

{$ miliions) (unaudited) 2002 2001 2002 2001
Balance at beginning of period, as previously reported (7,605) 1,238 712 1,339
Adjustment for change in accounting policy (Note 1) - - (8,180) -
Balance at beginning of period, as restated (7,605) 1,238 (7,468) 1,339
Net earnings (loss) 1,752 (285) 2,475 514
Dividends - Preferred shares (16) (14) (59) (64)
- Common shares (274} (242) (1,031) (969)
(290} (256) (1,090) (1,033)
Costs relating to the issuance of common shares - - (62) -
Premium on redemption of common and preferred shares - - (6) (108)
Other (6) 15 2 -
Balance at end of period (6,149) 712 (6,149) 712




CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.
CONSOLIDATED BALANCE SHEETS

At December 31 {$ millions) (unaudited) 2002"" 2001
ASSETS
Current assets
Cash and cash equivalents® 306 569
Accounts receivable 2,343 4,118
Income and other taxes receivable 147 -
Other current assets 769 1,213
Total current assets 3,565 5,900
Investments 7 1,106
Capital assets 20,486 25,861
fFuture income taxes 675 1,031
Other long-term assets 3,057 3,363
Indefinite-life intangible assets 900 866
Goodwill 10,103 15,947
Total assets 39,563 54,074
LIABILITIES
Current liabilities
Accounts payabie and accrued liabilities 3,834 5,792
Income and other taxes payable - 681
Debt due within one year 2,026 5,263
Total current liabilities 5,860 11,736
Long-term debt 13,395 14,861
Future income taxes 815 924
Other long-term liabilities 3,026 4,129
Total liabilities 23,096 31,650
Non-controlling interest 3,586 5,625
SHAREHOLDERS' EQUITY
Preferred shares 1,510 1,300
Common shareholders’ equity
Common shares®™ 16,520 13,827
Contributed surplus 980 980
Retained earnings (deficit) (6,149) 712
Currency translation adjustment 10 (20)
Total common shareholders' equity 11,361 15,499
Total shareholders' equity 12,871 16,799
Total liabilities and shareholders' equity 39,563 54,074

(1) Refer to Note 1 “Significant accounting policies” for basis of presentation.

(2) At December 31, 2001, cash and cash equivalents include $233 million of restricted cash (nil at December 31, 2002). This
amount represented BCE's share of Telecom Américas Ltd.’s cash used by it to collaterallize short-term bank loans of certain of
its subsidiaries.

(3) At December 31, 2002, 915,867,928 (808,514,211 at December 31, 2001) BCE Inc. common shares and 20,470,700
(18,527,376 at December 31, 2001) BCE Inc. stock options were outstanding. 103 milllon common shares were issued during
2002 in connection with the repurchase by BCE Inc. of SBC Cemmunications inc’s indirect minority interest in Bell Canada
(refer 1o Note 3 “Business acquisitions and dispositions™). The stock options were issued under BCE's Long-Term incentive
Stock Option Programs and are exercisable on a one-for-one basis for common shares of BCE Inc. Additionally, Telegiobe stock
option holders will receive, upon exercise of their stock options, 0.81 of a BCE Inc. common share for each Teleglobe stock
option held. At December 31, 2002, all Teleglobe stock options outstanding were exercisable into 4,266,723 BCE Inc. common
shares (10,204,966 at December 31, 2001).



CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

For the period ended December 31

Three months

Twelve months

($ millions) (unaudited) 2002] 2001 2002]  2001"
Cash flows from operating activities
Earnings (loss) from continuing operations 835 (90) 1,898 3,571
Adjustments to reconcile earnings (loss) from continuing operations to
cash flows from operating activities:
Amortization expense 794 948 3,146 3,826
Net benefit plans credit (8) (31) (33) (121)
Restructuring and other charges 333 731 805 915
Impairment charge 770 - 770 -
Net gains on investments {2,260) (50) (2,435) (4,088)
Future income taxes 612 179 602 682
Non contfrolling interest 267 (38) 668 186
Other items (56) (657) {298) (894)
Changes in non-cash working capital (96) 268 (592) 157
1,191 1,260 4,531 4,234
Cash flows from investing activities
Capital expenditures (1,074) (1,196) (3,771) (4,999)
Investments (5,097) (152) (6,604) (535)
Divestitures 2,761 141 3,230 4,749
Other items S (73) 10 (122)
{3,405) (1.280) (7,135) {907)
Cash flows from financing activities
Decrease in notes payable and bank advances (636) (217) (210) (2,744)
Issue of long-term debt 2,508 387 4,908 2,443
Repayment of long-term debt (2,091) (258) (2,893) (1,221)
Issue of common shares 303 5 2,693 71
Costs reiating to the issuance of common and preferred shares - - (78} -
Purchase of common shares for cancellation . - - (191)
Issue of preferred shares - - 510 -
Redemption of preferred shares - - (306) -
Dividends paid on common and preferred shares (284) (256) (1,042) (1,033)
Issue of common shares, preferred shares, convertibie debentures
and equity-settled notes by subsidiaries to non-controlling interest 5 89 206 1,459
Redemption of preferred shares by subsidiaries - (1) - (347)
Dividends paid by subsidiaries to non-controlling interest (147) (89) (468) (357)
Other items (10) 55 {46) 72
(352) (285) 3,274 (1,848)
Effect of exchange rate changes on cash and cash equivalents 2 (1) 3 2)
Cash provided by (used in) continuing operations {(2,564) (306) 673 1,477
Cash used in discontinued operations - (213) (936)  (1,168)
Net increase (decrease) in cash and cash equivalents {(2,564) (519) (263) 309
Cash and cash equivalents at beginning of period 2,870 1,088 569 260
Cash and cash equivalents at end of period 306 569 306 569

(1) Refer to Note 1 “Significant accounting policies” for basis of presentation.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.

The interim consolidated financial statements should be read in conjunction with the annual consolidated financial
statements as at December 31, 2001 and 2000 and for each of the years in the three-year period ended December
31, 2001, dated July 23, 2002.

1. SIGNIFICANT ACCOUNTING POLICIES

The interim consoclidated financial statements have been prepared in accordance with Canadian generally accepted
accounting principles ("Canadian GAAP"), using the same accounting policies as outlined in Note 1 of the annual
consolidated financial statements as at December 31, 2001 and 2000 and for each of the years in the three-year
period ended December 31, 2001, dated July 23, 2002 except as noted below. Certain comparative figures in the
consolidated financial statements have been reclassified to conform to the current period presentation.

Basis of presentation

All financial information for 2002 and prior periods were restated to reflect the accounting treatment of BCE's
investments in Teleglobe Inc. (“Teleglobe™) and Bell Canada International Inc. (“BCI") as discontinued operations
(refer to Note 6 “Discontinued operations”), and the adoption of the Canadian Institute of Chartered Accountants
("CICA™) Handbook Section 1650 regarding the accounting treatment of foreign currency translation (refer to
“Recent pronouncements”) effective in the first quarter of 2002. In addition, effective in the second quarter of 2002,
BCE ceased to consolidate the financial results of Teleglobe and BCI, and during 2002 held these investments at
cost {refer to Note 6 “Discontinued operations”).

Recent pronouncements

Business combinations, goodwill and other intangible assets

The CICA issued new Handbook Sections 1581, Business Combinations, and 3062, Goodwill and Other Intangible
Assets. Effective July 1, 2001, the standards require that all business combinations be accounted for using the
purchase method. Additionally, effective January 1, 2002, goodwill and intangible assets with an indefinite life are
no longer being amortized to earnings and will be assessed for impairment on an annual basis in accordance with
the new standards, including a transitional impairment test whereby any resulting impairment was charged to
opening retained earnings. BCE's management allocated its existing goodwill and intangibie assets with an
indefinite life to its reporting units and completed the assessment of the quantitative impact of the transitional
impairment test on its financial statements. In 2002, an impairment of $8,180 million was charged to opening
retained earnings as of January 1, 2002, as required by the transitional provisions of the new CICA Handbook
section 3062, relating to impaired goodwill of reporting units within Telegiobe ($7,516 million), Bell Globemedia
($545 miliion) and BCE Emergis ($119 million).



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

The following represents a reconciliation of the stated goodwill as at December 31, 2002:

($ millions)
|Goodwill, January 1, 2002 15,947
Transitional goodwill impairment charge (8,652)
Goodwill acquired during the year'" 5472
Goodwill disposed during the year @ (218)
Deconsolidation of Teleglobe and BC! (1,754)
Impairment charge ® (770)
Impact of changes in foreign currency translation 78
Goodwill, December 31, 2002 10,103

1

@

3)

The goodwill acquired during 2002 relates primarily fo the acquisition of SBC Communications Inc.'s (“SBC")
20% interest in Bell Canada Holdings Inc. ("BCH"} (refer to Note 3 “Business acquisitions and dispositions”).

The goodwill disposed during 2002 relates primarily to the sale of the Directories business (refer to Note 3
“Business acquisitions and dispositions”).

In the fourth quarter of 2002, BCE completed its annual assessment of goodwill of all of its reporting units, as
required by the provisions of CICA Handbook section 3062, and recorded a charge to pre-tax earnings of $770
million ($530 million after non-controlling interest) relating to impaired goodwill of reporting units within Bell
Globemedia ($715 million} and Aliant ($55 million}. In each case, the goodwill was written down to its fair value,
which was determined based on estimates of discounted future cash flows and corroborated by market-related

values.

The primary factor contributing to the impairment at Bell Globemedia is a revised estimate of future cash flows
that reflect management's decision to scale back its trials in convergence products and other non-core
businesses, as well as current market conditions for the media business. The write-down at Aliant was
determined to be appropriate in light of current market conditions and the recent weak performance of its
information technology line of business.

Foreign currency translation
Effective January 1, 2002, BCE also adopted the revised recommendations of CICA Handbook Section 1650,

Foreign Currency Translation. The standards require that all unrealized translation gains and losses on assets and
liabilities denominated in foreign currencies be included in earnings for the year, including gains and losses on
long-term monetary assets and liabilities, such as long-term debt, which were previously deferred and amortized on
a straight-line basis over the remaining lives of the related items. These amendments were applied retroactively
with restatement of prior periods. The cumulative effect as at January 1, 2002 was to decrease other long-term
assets by $288 million, increase future income taxes by $27 million, decrease non-controlling interest by $70 million
and decrease retained earnings by $191 million.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.

1. SIGNIFICANT ACCOUNTING POLICIES (Continued)

Stock-based compensation and other stock-based payments

BCE also adopted the new recommendations of CICA Handbook Section 3870, Stock-based compensation and
other stock-based payments, effective January 1, 2002. This Section establishes standards for the recognition,
measurement and disclosure of stock-based compensation and other stock-based payments made in exchange for
goods and services. The standard requires that all stock-based awards made to non-employees be measured and
recognized using a fair value based method. The standard encourages the use of a fair value based method for all
awards granted to employees, but only requires the use of a fair value based method for direct awards of stock,
stock appreciation rights, and awards that call for settlement in cash or other assets. Awards that a company has
the ability to settle in stock are recorded as equity, whereas awards that the entity is required to or has a practice of
settling in cash are recorded as liabilities. For BCE, this Section applies to all awards granted on or after January 1,
2002. Upon adoption, BCE has elected to account for employee stock options by measuring compensation cost for
options as the excess, if any, of the quoted market price of BCE Inc.'s common shares at the date of grant over the
amount an employee must pay to acquire the common shares". The following outlines the impact and assumptions
used if the compensation cost for BCE’s stock options was determined under the fair value based method of
accounting for awards granted on or after January 1, 2002,

[For the period ended December 31, 2002 Three Months | Twelve Months
Net eamnings, as reported ($ millions) 1,752 2,475
Pro forma impact ($ millions) (6) (27)
Pro forma net eamings ($ millions) 1,746 2,448
Pro forma net eamnings per common share (basic) ($) 1.91 2.71
Pro forma net eamnings per common share (diluted) ($) 1.88 2.67
Assumptions used in Black Scholes option pricing model:

Dividend yield 3.5% 3.3%
Expected volatility 30% 30%
Risk-free interest rate 3.8% 4.6%
Expected life (years) 3 44
Number of options granted 104,180 8,051,159
Weighted average fair value per option granted ($) $3 $7

™ In December 2002, BCE announced that effective January 1, 2003, it will account for employee stock options

by measuring compensation cost for options granted on or after January 1, 2002 under the fair value based
method of accounting, using a Black Scholes option pricing model. As a result of applying this new accounting
policy, BCE expects to record operating expenses of approximately $40 million to $55 million in 2003,
representing an impact of approximately $0.04 to $0.05 on net earnings per share.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.

2. SEGMENTED INFORMATION

BCE cperates under four segments, based on products and services, reflecting the way that management classifies
its operations for purposes of planning and performance management. These segments are the Bell Canada
segment, Bell Globemedia, BCE Emergis and BCE Ventures.

For the period ended December 31 Three months Twelve months
($ millions) 2002 2001 2002 2001
Operating revenues
Bell Canada External 4,499 4,468 17,318 17,038
inter-segment ) 33 68 171 164
4,532 4536 17,489 17,202
Bell Globemedia External 366 344 1,246 1,175
Inter-segment 13 10 44 28
379 354 1,290 1,203
BCE Emergis External 100 105 399 451
Inter-segment 31 76 141 205
131 181 540 656
BCE Ventures External 202 196 796 670
Inter-segment 80 91 268 374
282 287 1,064 1,044
Corporate and other External 5 0 9 6
Inter-segment 44 30 165 85
49 30 174 91
Less: inter-segment eliminations " (201) (275) (789) (856)
Total operating revenues 5,172 5113 19,768 19,340
EBITDA?
Bell Canada 1,788 1,704 7,289 6,876
Bell Globemedia 72 43 180 108
BCE Emergis 20 35 30 127
BCE Ventures 72 88 289 290
Corporate and other, including inter-segment eliminations (39) (43) (166) {159)
Total EBITDA 1,913 1.827 7,622 7,242
Net earnings {loss) applicable to common shares
Bell Canada 1,407 (101) 2423 663
Bell Globemedia (493) (25) (492) (150)
BCE Emergis 7 (45) (51) (281)
BCE Ventures 32 41 131 270
Corporate and other, including inter-segment eliminations (118) 40 (113) 3,069
Total earnings (loss) from continuing operations 835 (90) 1,898 3,571
Discontinued operations 917 (195) 577 (3,057}
Dividends on preferred shares (16) (14) (59) (64)
Total net earnings (loss) applicable to common shares 1,736 (299) 2,416 450

) Certain comparative figures have been reclassified to conform to the current pericd presentation.

@ “EBITDA" is defined as operating revenues less operating expenses and therefore reflects earnings before
interest, taxes, depreciation and amortization, as well as any non-recurring items. BCE uses “EBITDA",
amongst other measures, to assess the operating performance of its on-going businesses. The term “EBITDA"
does not have a standardized meaning prescribed by Canadian GAAP and therefore may not be comparable to
similarly titled measures presented by other publicly traded companies. EBITDA should not be construed as the
eguivalent of net cash flows from operating activities.




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.

3. BUSINESS ACQUISITIONS AND DISPOSITIONS

Repurchase of SBC's 20% interest in BCH

On June 28, 2002, BCE inc., BCH and entities controlled by SBC entered into agreements that led to the
repurchase by BCE Inc. of SBC’s 20% indirect interest in BCH, the holding company of Bell Canada, for

$6.3 billion. Pursuant to these agreements, on June 28, 2002, BCH purchased for cancellation a portion of its
outstanding shares from SBC for a purchase price of $1.3 billion, resulting in an increase in BCE Inc.'s ownership in
BCH to 83.5%. On December 2, 2002, BCE Inc. completed the repurchase of the remaining 16.5% interest in BCH
for a purchase price of $4.99 billion. The excess of the purchase price over the carrying value of the 20% interest in
BCH amounted to $5.4 billion. This amount will be allocated to the individual net assets including intangibies of
BCH based on a valuation of those individual net assets with any remaining excess being allocated to goodwill.
Preliminarily, this excess has been allocated entireiy to goodwill.

BCE Inc. completed the financing of the $6.3 billion repurchase price of SBC's indirect interest in Bell Canada

through the following steps:

e $1.1 billion drawn on July 15, 2002 under a $3.3 billion two-year non-revolving credit agreement;

» proceeds from the issuance on July 15, 2002 of 9 million BCE Inc. common shares for $250 million ($27.63 per
share), by way of a private placement to SBC;

* net proceeds from the public issuance on August 12, 2002 of 85 million common shares of BCE Inc. for
$2 billion ($24.45 per share);

» net proceeds from the public issuance on Qctober 30, 2002 of long-term notes of BCE Inc. for $2 billion;

e proceeds from the issuance on December 2, 2002 of 9 million BCE Inc. common shares for $250 million
{$28.36 per share), by way of a second private placement to SBC; and

» the remaining $0.7 billion was financed from a portion of the net proceeds from the sale of the Directories
business.

As part of the agreements, BCE Inc. will also purchase, at face value, on or before December 31, 2004,
$314 million of BCH Convertible Series B Preferred Securities held by SBC.

In connection with the arrangements described above, on June 28, 2002, BCH granted to SBC an option ("BCH
option”) to purchase 20% of the then outstanding common shares of BCH at an exercise price of approximately
$39.48 per share, representing an approximate 25% premium to the June 28, 2002 negotiated repurchase price of
the BCH shares, exercisable no later than January 30, 2003.

Sale of the Directories business

On November 29, 2002, Belt Canada and certain affiliates completed the sale of their print and electronic
Directories business for $3 billion cash. As a result, BCE recorded a gain on sale of $2.3 billion. The purchasers
own an approximate 90% equity interest of an acquisition vehicle that holds the Directories business. Bell Canada
indirectly acquired an approximate 10% equity interest in the acquisition vehicle for approximately $91 million.

Creation of Bell West Inc. ("Bell West")

In April 2002, Bell Canada and Manitoba Telecom Services Inc. ("MTS"), a related party, combined their interests of
the wireline assets of BCE Nexxia Inc. in Alberta and British Columbia with Bell Intrigna Inc. to create Bell West, a
company providing telecommunications services in those two provinces. Bell West operates under the Bell brand
and is owned 60% by Bell Canada and 40% by MTS. The terms of the agreement between Bell Canada and MTS
also include certain put and call options with respect to MTS' 40% ownership of Bell West.



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.

3. BUSINESS ACQUISITIONS AND DISPOSITIONS (Continued)

The put options for MTS are as follows:

¢ In February 2004, MTS can sell its interest in Bell West to Bell Canada at a guaranteed floor value of $458
million plus incremental funding (including an 8% return on that incremental funding) invested by MTS going
forward (floor value). In January 2007, MTS can sell its interest in Bell West to Bell Canada at fair market value
less 12.5%. MTS can also sell its interest in Bell West to Bell Canada at fair market value less 12.5% upon the
occurrence of certain change events affecting Bell West.

The call options for Bell Canada should MTS not exercise its put options are as follows:

e In March 2004, Bell Canada has the option to purchase MTS interest at the greater of the floor value and fair
market value. In February 2007, Bell Canada has the option to purchase MTS interest at fair market value.
Bell Canada can also purchase MTS interest at fair market value upon a change of control of MTS to a party
other than Bell Canada or its affiliates.

Creation of the Bell Nordig Income Fund

In April 2002, Bell Canada announced the completion of an initial public offering of units of a newly created income
fund (the "Bell Nordiq Income Fund"). The Fund acquired from Bell Canada a 36% interest in each of Télébec
Limited Partnership and Nerthern Telephone Limited Partnership. Bell Canada retains management control over
both partnerships and holds a 64% interest in the partnerships. Bell Canada received gross proceeds of $324
million and recorded a gain on sale of $222 million (BCE's share is $170 million on an after-tax basis).

4. RESTRUCTURING AND OTHER CHARGES

Bell Canada streamlining costs and other charges

In the fourth quarter of 2002, Bell Canada recorded a pre-tax restructuring charge of $302 million ($190 million after
tax), representing restructuring and other charges of $232 million and $70 million, respectively. The restructuring
charge is related to employee severance, including enhanced pension benefits and other directly related employee
costs, for approximately 1,700 employees, which resulted primarily from a decision to streamline certain
management, clerical, line and other support functions. The restructuring program is expected to be completed in
2003. At December 31, 2002, the remaining unpaid balance of this restructuring provision relating to employee
severance and other directly related employee costs was $111 million. Other charges consisted primarily of various
accounts receivable write-downs relating to billing adjustments and unreconciled balances from prior years.

Write-off of deferred costs

In the fourth quarter of 2002, BCE recorded a pre-tax charge of $93 million ($61 million on an after tax basis),
representing a write-off of deferred costs relating to various convergence initiatives after an analysis indicated that it
is unlikely that these costs will be recovered.

Settlement of pay equity complaints

On September 25, 2002, the members of the Canadian Telecommunications Employees' Association ("CTEA”)
ratified a settlement reached between the CTEA and Bell Canada with respect to the 1994 pay equity complaints
filed by members of the CTEA before the Canadian Human Rights Tribunal. The settlement includes a cash payout
of $128 million and related pension benefits of approximately $50 million. As a result of the settiement, Bell Canada
recorded a one-time charge of $79 million (BCE's share is $37 million on an after-tax basis) in the third quarter of
2002, which corresponds to the $128 million cash payout, net of a previously recorded provision. The pension
benefits will be deferred and amortized into earnings over the estimated average remaining service life of active
employees and the estimated average remaining life of retired employees.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.

4. RESTRUCTURING AND OTHER CHARGES (Continued)

Write-down of Bell Canada’s accounts receivable

Coincident with the development of a new billing platform, Bell Canada has adopted a new and more precise
methodology to analyze the amount of receivables by customer and service line, which permits a more accurate
determination of the validity of customer balances to Bell Canada. This analysis indicated that as at June 30, 2002,
a write-down of accounts receivable amounting to $272 million (BCE's share is $142 million on an after-tax basis) is
appropriate. As these amounts arose from legacy billing systems and processes, Bell Canada has carried out a
detailed review of billings and adjustments for the period from 1997 to 2002. This review determined that these
amounts arose as the cumulative result of a series of individually immaterial events and transactions pertaining to
its legacy accounts receivable systems dating back to the early 1990's.

BCE Emergis restructuring plan

BCE Emergis Inc. (“BCE Emergis”) recorded a pre-tax charge of $119 million (BCE's share is $63 million on an
after-tax basis) in the second quarter of 2002, representing restructuring and other charges of $100 million and
$19 million, respectively, related to the write-off of certain assets, employee severance and other employee costs,
contract settlements and costs of leased properties no longer in use, which resulted primarily from the streamlining
of BCE Emergis' service offerings and reduction in its operating cost structure. The restructuring program is
substantially complete. As at December 31, 2002, the remaining unpaid balance of this restructuring provision was
$23 million.

5. OTHER INCOME (EXPENSE)

For the period ended December 31 Three months Twelve months

(% millions) 2002 2001 2002 2001
Net gains on investments 2,246 7 2,427 4,044
Foreign currency gains (losses) (&) (8) 36 (83)
Other (3) (10) 5 54
Other income (expense) 2,242 {11) 2,468 4,018

In the fourth quarter of 2002, net gains on investments of $2,246 million resulted primarily from the sale of the
Directories business ($2,310 million). The remaining $64 million net loss consists of various write-downs of portfolio
investments. Included in other is a $30 million write-down of deferred financing costs relating to the early retirement
of credit facilities.

In 2002, net gains on investments of $2,427 million also included the sale of a 36% interest in both Télébec Limited
Partnership and Northern Telephone Limited Partnership upon the creation of the Bell Nordig Income Fund ($222
million) and a $98 million write-down of the remaining portfolio investment in Nortel Networks.

6. DISCONTINUED CPERATIONS

For the period ended December 31 Three months Twelve months

{$ miliions) 2002 2001 2002 2001
Teleglobe 1,042 (174) 893 (2,810)
BCI (125) (21 (316) (247)
Net gain (loss) from discontinued operations 917 {195) 577 (3,057)
Teleglobe

Teleglobe provides international voice and data telecommunications services. Until the second quarter of 2002,
Teleglobe also provided, through its investment in the Excel Communications group ("Excel”), retail
telecommunications services such as long distance, paging and Internet services to residential and business
customers in North America. The results of operations of Teleglobe include an impairment charge of $2,049 million
recorded in the first quarter of 2001 after completion of an assessment of the carrying value of Teleglobe's
investment in Excel.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.

6. DISCONTINUED OPERATIONS (Continued)

On April 24, 2002, BCE Inc. announced that it would cease further long-term funding to Teleglobe. BCE Inc.'s
decision was based on a number of factors, including a revised business plan and outlook of the principal operating
segment of Teleglobe with associated funding requirements, a revised assessment of its prospects, and a
comprehensive analysis of the state of its industry. In light of that decision, Teleglobe announced that it would
pursue a range of financial restructuring alternatives, potential partnerships and business combinations. Also on
April 24, 2002, all BCE Inc.-affiliated board members of Teleglobe tendered their resignation from the Teleglobe
board. The effective result of these events was the exit by BCE of the Teleglobe business and the eventual material
reduction in BCE's approximate 96% economic and voting interest in Teleglobe as a result of the ongoing
restructuring of Teleglobe. Accordingly, effective April 24, 2002, BCE reclassified the financial results of Teleglobe
as a discontinued operation.

BCE's management completed its assessment of the net realizable value of BCE's interest in the net assets of
Teleglobe and determined it to be nil, resulting in a loss from discontinued operations of $73 million, which is in
addition to the transitional impairment charge of $7,516 million to opening retained earnings as at January 1, 2002,
as required by the transitional provisions of the new CICA Handbook section 3062 (refer to Note 1).

On May 15, 2002 and later during the year, Teleglobe and certain of its subsidiaries filed for court protection under
insolvency statutes in various countries, including Canada and the United States. On September 19, 2002,
Teleglobe announced the execution of agreements for the sale of its core telecommunications business. Effective
November 30, 2002, BCE Inc.’s debtor-in-possession and employee severance and retention facilities were fully
repaid by Teleglobe and terminated. On December 31, 2002, after obtaining court approval, BCE Inc. and its
affiliates sold all of their common and preferred shares in Teleglobe to the court-appeinted monitor for nominal
consideration.

The sale triggered approximately $10 billion of capital losses. BCE recorded a gain of $1,042 million, relating
primarily to the tax benefit from (i) reinstating non-capital losses that were previously used to offset the gain on sale
of Nortel Networks shares in 2001; and (ii) applying a portion of the capital losses against the gain on the sale of
the Directories business in 2002. A valuation allowance has been provided against the entire amount of the unused
tax benefit associated with the capital losses.

Change in accounting for Teleglobe

Since (i) BCE's management did not expect any future economic benefits from its approximate 96% economic and
voting interest in Telegiobe; (i) BCE has not guaranteed any of Teleglobe's obligations; and (iii) BCE has ceased
further long-term funding to Teleglobe, BCE deconsolidated Teleglobe’s financial results effective May 15, 2002,
and began accounting for the investment at cost.

The following are amounts relating to BCE's interest in the net assets of Teleglobe on May 15, 2002: current assets
of $1.4 billion, non-current assets of $4.3 billion, current liabilities of $3.6 billion, and non-current liabilities of $2.1
billion.

Refer to Note 8 "Commitments and Contingencies” for a description of the lending syndicate lawsuit filed against
BCE Inc.

BCI

Prior to the sale of its interest in Telecom Américas Ltd., BC| developed and operated advanced communications
companies in markets outside Canada, with a focus on Latin America. Effective January 1, 2002, BCE adopted a
formal plan to dispose of its operations in BCI. As a result, BC!'s results were reported as discontinued operations.

BCI's plan of arrangement
BCI completed the sale of its interest in Telecom Américas Ltd. in July 2002. BCI held most of its investments
through Telecom Américas Ltd. BCI will be liquidated once all of its assets have been disposed of and all claims

against it have been determined. A final distribution will be made to BClI's creditors and shareholders with the
approval of the court.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.

6. DISCONTINUED OPERATIONS (Continued)

Change in accounting for BCI

Effective June 30, 2002, BCE deconsolidated BCl's financial results, and now accounts for the investment at cost.

Therefore, all future financial results of BCI will not affect BCE's future financial results.

BCE recorded a charge of $316 million in 2002 {$191 million in the second quarter and $125 million in the fourth
quarter), representing a write-down of its investment in BCI to an estimate of its net realizable value. The charge

was reported as a loss from discontinued operations.

Amounts included in the consolidated balance sheets relating to discontinued operations are as follows:

December 31| December 31
($ millions) 2002 2001
Current assets - 1,957
Non-current assets 50 16,576
Current liabilities - (5,855)
Non-current liabilities - (5,250)
Net assets of discontinued operations 50 7,428

The summarized statements of operations for the discontinued operations are as follows:

For the period ended December 31

Three months

Twelve months

($ millions) 2002 2001 2002 2001
Revenue - 984 681 3,695
Operating loss from discontinued operations, before tax - (251) (123) (3,407}
Gain (loss) on discontinued operations, before tax (125) 0 (407) 461
Income tax recovery on operating loss - 75 40 209
Income tax recovery (expense) on {gain) loss 1,042 0 1,060 (45)
Non-controlling interest - (19) 7 (275)
Net gain (loss) from discontinued operations 917 (195) 577 (3,057)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - BCE INC.

7. EARNINGS PER SHARE DISCLOSURES

The following is a reconciliation of the numerators and the denominators of the basic and diluted earnings per
common share computations for earnings from continuing operations:

For the period ended December 31 Three months Twelve months
2002 2001 2002 2001
Earnings (loss) from continuing operations (numerator) ($ millions)
Earnings (loss) from continuing operations 835 (90) 1,898 3,571
Dividends on preferred shares (16) (14) {59) (64)
Earnings from continuing operations - basic 819 (104) 1,839 3,507
Exercise of put options by CGI shareholders 3 0" 12 2
Earnings (loss) from continuing operations - diluted 822 (104) 1,851 3,508

Weighted average number of common shares outstanding
(denominator) (millions)

Weighted average number of common shares outstanding - basic 909.1 808.5 847.9 807.9
Exercise of stock options 1.9 o 2.0 44
Exercise of put options by CG! shareholders 13.0 oM 13.0 56
Weighted average number of common shares outstanding - diluted 924.0 808.5 862.9 B17.9

™ Anti-dilutive
8. COMMITMENTS AND CONTINGENCIES

Teleglobe lending syndicate lawsuit

Certain members of the Teleglobe lending syndicate (the “Plaintiffs*) filed a lawsuit against BCE Inc. in the Ontario
Superior Court of Justice on July 12, 2002. The Plaintiffs seek damages from BCE Inc. in the aggregate amount of
US$1.19 billion (together with interests and costs), which they allege is equal to the amount they advanced as
members of the Teleglobe and Teleglobe Holdings (U.S.) Corporation lending syndicate. The Plaintiffs’ claim is
based on several allegations, including that the actions and representations of BCE Inc. and its management in
effect constituted a legal commitment of BCE Inc. that the advances would be repaid and that the court should
disregard Teleglobe as a corporate entity and hold BCE Inc. responsible to repay the advances as Telegiobe’s alter
ego. The Plaintiffs represent approximately 85.2% of the US$1.25 billion advanced by the members of such lending
syndicate. While the final outcome of any legal proceeding cannot be predicted with certainty, based upon
information currently available, BCE Inc. is of the view that it has strong defences and it intends to vigorousiy
defend its position.

CRTC second price cap Decision 2002-34

On May 30, 2002, the CRTC released Decision 2002-34, "Second Price Cap Decision", making a number of
changes to the rules governing Canada's telecommunications industry with respect to local service for the next four
years. One of the changes resulting from this Decision is that there be a mechanism (referred to in the Decision as
the “deferral account”) to provide to the majority of residential customers a combination of certain enhanced
services, reduced rates and/or rebates, and certain other adjustments. Bell Canada will propose the manner in
which it will implement these directives to the CRTC in March 2003. As at December 31, 2002, BCE's commitment
associated with this Decision is estimated at $99 million.
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CONSOLIDATED STATEMENTS OF OPERATIONS

For the yea -.r.dcd ()( cenrm'-v '_h IS nioNS, EXCE Ph‘\n: ammmrz}

Operating revenues

(Iperating expenses
Ampriization expense

Met benefit plans credit
Restructuring and other chaiges
Total operating expenses
Operating income

Other income (expense )

Discontinued operations

Netearnings
Dividends on prefeired shares

Net earnlngs applmabla to common shares

Net earnings per common share - basic
Continuing operations
Net earnings
Net sarnings per common share — diluted
Continuing aperations
Net earnings
Dividends per common share
Average number of common shares ou(standmg [ millions]

CDNSOLIUA?ED STATEMENTS OF RETAINED EARNINGS

Relevant Earnings from continuing operations before the under-noteditems o

Excerpts Interest expense - long-term deln

From 2001 - other debt

Annual Towlinterestexpense o o
Earnings from continuing uperatlons before Income taxes and non- controﬂlnginlerest

Report Income taxes

Bell Canada Hon-controlling interest

Enterprises Earnings from continuing operations

For the yeat ended December 31 {$ imallans]

Balance at beginning of year
Net earnings
Dividends  -Preferred shares

~Common shares

- Distribution of Mortel Networks commnn shares

Premiwsm on redemgtion of common shares
Other

' Balance atend of year

The accompanying notes are an integral part of these consolidated financial statements
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{ CONSOLIDATED BALANCE SHEETS
i A F-,‘.t:n\h-.-n»]l (S g ’ B N
| ASSETS

i Current assets

. Cash and cash equivalents

! Accounts 1ecevable

! Dther current assets

; Total current assets
I Investments
Capital assets
| Future income taxes
Other long-term assets
;. Goodwill and other intangible assets
! Total assets
LIABILITIES
Current liabilities
Accounts payable and accrued lahilites
Incame and other taxes payab'e
: Debt due within one year

* Total current liabilities

. Long-term debt

Future income taxes
Gther long-term liabilities
Yotal tiabilities

Nulrs ~Zum— i

Non-controlling Interest

e

Commitments and contlngench'a; -
1 SHAREHOLDERS EQUITY
' Preferred shares

. Common shareholders’ equity

! Common shares

Contributed surplus

Reta ned earnings

Currency translation adjustmemnt

i
! -
| Total comman shareholders’ equity
I
1

Total shareholders' equity

[ Yotal liabilities and shareholders' equity

! The accompanying notes are an integral part of these consolulated financial statements,
1

* On behalf of the Board of Directors
I

W eontf

{s1gned} J Edward Newail, Director
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i

CONSOLIDATED STATEMENTS OF CASH FLOWS

facine yoar endod Docomner 31 |8 mylj ane)

i Cash flows from operating activities

Earnings from continuing operations

" Adjustments 1o reconcile earnings from continuing aperatians to

rash flows fiom operating artivitics:
Amartization expense
Restructnnng and other charges

Ga ns and losses on reducton of ownershap in subskdianies and Jpint ventur es and on disposal of investiments

Fulure mcorme taxes
Other items
Changes in nun-cash working capital componems

Cash flows from investing activities
Capnal sxpentitures

Investtnents

Divestitures

Qther items

Cash flows from financing activities
Increase [decrease) m notes payabie and bank atdvances
Issue of long-tenm debt

. Repayment of long-term debt
¢ Issue of common shares

Purchase of cominan shares for canzellaton

Owv dends paid on comman and prefened shares

Issue of cammon shares, preferied shares, conver tible debentures
and equity-settied notes by subsidiaries to nan controll:ng interest

Redemption of prefenad shares by subsidmries

+ Dividends pad by substdianes 1o non-contoting interest
+ Dther tems

Effect of exchange rate changes on cash and cash equivaients
Cash used in continuing aperations

Cash provided by discontinued operations

Net increase (decrease) in cash and cash equivalems

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental disclosure
Interest paid on long-term debt
Income taxes paid
Cash restricted to collaterize short-te-m bank leans

The accompanyng notes are an ntegral part of these consohdated financial statements.
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(384]
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568
{295)
{26a]

(2,135)
2395
260
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NOTES TQ CONSDLIDATED. FINANCIAL STATEMENTS = BCE INC.

All amounts are in miltions of Canadian doitars except where otherwise noted.

1. SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PRESENTATION

The consolidated financial statements have been prepared in accordance with Canadian generally accepied
accounting principies (GAAP]. Certoin cumparative figures i the consahdated financial statements have
heen reclassified to conform (o the current year presentation. With respect to the financial stateinents of
BELE inc (the Corparauon), its subsidraries, joint ventures and its investments i Sygnificantly nfluenced
companies [collectively BCE}, the significant differences between Canadian and United States GAAP are
described and reconciled in Note 20

CONSOLIDATION

The financial statements of entities which are controlled by the Corporation ase consoaiidated, entities
which a1 jaintly contralled by the Cerporatian, referted ta as joint ventures, are accaunted for using the
proportonate consolidation method; entitics hat the Corporation has the abiliy to significanthy mfluence
are accounted for using the equity methad; and investments in other entities are acceunted for using the
cost method

USE OF ESTIMATES

The preparation af finansial statements in conformiy with GAAP requires managemunt 1o make estimates

and assumptions that affect the reported amounts of assets and nabilites and thzclosure of contingent
assets and liabtlities at he date of the finanrial statements and the reported amaunts of reveaes and
cxpenses durtng the reparting penad Actual results could differ from thase estenates

REVENUE RECOGNITION

BCE rezognizes operaung revenues wheo camed, 45 services are rendered or as products are delivered 1o
customers Mare specificaliy:
» Subscriber revenue is recognized to the extent that the service has been made available to customers;
* Adverusing revenue 15 recognized when adverisements are aired or printed and distributed;
* Revenues from salcs of equipment are 1ecognized as the equinment 1s detivercd 1o custoners;
» Fees for lonp distance and wireless services, and otner fees, such as licence ices, hosting fees, net
work access fees, mamntenance frees and standby fees are recognized as services are rendered or over
the term of the contract; and

* Payments received i advance are defetred unul services are rendered or products are delivered
to cusiomers

CASH AND CASH EQUIVALENTS
All highly liquid investments with short-term matunties are classified as cash and cash equivalents

SALE OF ACCOUNTS RECEIVABLE

Effective July 1, 2001, BCE adopted the new CICA Accounting Guideline 12, lransfers of Receivables,
{AcG 12} whith addresses the accouming requirements for the transfer and servicing of receivables. In
accordance with the provisions of Ach 12, Bell Canada continued 19 account for its Receivables Purchase
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and Sale Agreement dated October 14, 1997, under the previous accounung guidance. On December 12,
2001, tn.s agreement was terminated and replaced by a new agreenent dated December 12, 2001, where-
upon Bell Canada sold a co-ownership interest in a pool of present and future chgible accounts recervable
1g a secuntizatian trust that issued secunties ta investars. The accounts receivable mncluded in the pook
are arcounted for as o sale of accounts recetvable as Bell Canada surienders control over the transferred
atcoums 1eceivante and recerves the related proceeds from the trust, ather than Bell Canada's beneficial
mnterest in the sold accounts receivable Losses or gains on these transactions are 1ecognized as other
expenses or ncomie. Beit Canada detenmines fair value based on the present value of future expected cash
flows using manapement’s best estunates of key assumptions such as discount rates, weighted average
I:fe of accounts recervable and credit loss ratios The accounts receivable are wansierred on a fully-ser.
viced hasis As a result, Bell Canada recognizes a servicing hahiity on the date of the wransfer of accounts
receivable to the trust and amartizes this fiability o earnmgs over the expected bie of the tansferred
accouns receivable

CAPITAL ASSETS

Capital assets are carnzd at cost less accemulated ama uzatinn Amortization of capital assets s generally
computed using the straight-ling metnod, wih rates based on the estiinated usefut fives of the assets In
2001, the composite amartizaton rate for plant was approximately 5.6% {6 8% 0 2000) The expected
useful lives of mach’agry and equipment are 2 to 20 years, buiddings are 10 to 4AQ years When depreciable
capital assets ate retred, the canying valve of such assets1s chaiged to accumulated amartization

TRANSLATION OF FOREIGN CURRENCIES

Seif-sustarung for eign operations are those whese econamic activities are targely independent of those of
the parent campany For seif-sustaming formign operauens, assets and liabilities ate transiated at
exchange 1ates in effert at the balance shecet date. Revenuas and expenses are translaled at average
exthange 1ates prevaihing duiing the year. Resulting unrealszed gains ar losses are accumulated in and
reporied as a currency translaton adjustrentin sharehalders’ cquity Onreduction of such mvestments or
on the payment of dividends by a self-sustaining foreign operation, an appropriate poruon of the currency
translation adjustinent 1s recognized in earnings

Integrated foreipn operat-ans are financially or operationally dependent on the parent company Far
imegrated foreign nperations, manetary assets and liabilities are tianslated ot the exchange 1ates in effect
at the batance sheet date Non-monetary assets and habtlities are translated at historical rates Revenues
and expenses are translated at average rates prevalling during the year Translation exchange pams and
tosses of integ:ated foreign subsidianies are reflected in carnings,

Mornietary assets and liahilities are transiated at the rates in effect at the balance sheet date Non-mon-
etary assets and habihities are translated at historical raies Revenues and expenses are transhated at
average rates prevailing duting the year, Unrealized translation gains and Insses on assets and habihitias
denominated in foreign currencies are reflected in earmings for the year, except for gains and losses an
lang-term monetary assets and hahilities, such as fung term debt, which are teparted as deferred chaiges
{credits] and amortized to earnings on a strarght-hne basis over the remaining lives of the related items

Refer to Fulure accounting changes for amendments ta the accaunting policies for translaugn of
foreign currencies effectve January 1, 2002,




1. SIGHNIFICANT ACCOUNTING POLICIES [continued]
DERIVATIVE FINANCIAL INSTRUMENTS

BEE uses a combination of derivative financial instruments to manage its imterest and fareign exchange
risk exposures. In addition, BCE uses a combination of derivative and non-derivative instrumenis to
manage its Special Compensation Payments {SCPs] exposure [Notes 13 and 17}, BCE does not trade
derivative financial instruments for speculative purposes.

Gains and losses on forward contracts and cross currenty swaps used g hedpe foreign investments
are deferced and reported as part of the currency transiation adjustment in shareholders’ equity. bains
and insses on forward contracts, cross currency swaps and foreign currency option contracts used to
manage exposure 1o foreign exchange rates and forward contracts used to manage SCP exposure are
recognized on the same basis as the gains and losses on the hedged item. Amounts receivable or payable
under interest rate swaps are accrued and recorded as adjustments 10 interest expense. Gains and losses
related to hedges of anticipated transactions are recagnized in earnings or recorded as adjustments of
carnying values when the hedged transaction accurs. Any premiums paid with respect Lo financial instry-
ment contracts are deferred and expensed to sarnings over the cantract period.

GOODWILL AND OTHER INTANGIBLE ASSETS

Goodwill represents the excess, at the dates of acyuisition, of the cost of investments over the fair value of
the net identifiable assats acquired and is amortized on a straight-line basis, over its estimated useful life,
up to 3 period of 40 years. Intangible assets are amortized on a straight-line basis over their uselul fives, a
period of 15 to 20 years for licenses. BCE assesses the impairment of gaodwitl and other intangible assets
when events or thanges in circumstances indicate that the carrying valuz may not be recoverable, A deter-
mination of impatsment is then made based on estimates of undiscounted future cash Hows and any
impairment is charged to eamings. Total goodwill amortization charged to earnings from continuing opera-
tions amounted to 31,260 million in 2001 {$485 miilion in 2000]. Refer to Future accounting changes for
the accounting policies for gnodwill and other intangible assets effective January 1, 2002. Gooduwill
resulting from business acquisitions on or after July 1, 2001 is not being amortized.

EMPLOYEE BENEFIT PLANS

The Corporation and most of its significant subsidiary companies maintain nan-contributory defined bena-
fit plans that provide for pensions for substantially all their employees based on tength of service and rate
of pay, as well as ather retirement benefits such as certain health care and life insurance benefits on
retirement and variaus disability plans, workers’ compensation and medical benefits to former or inactive
employees, their heneficiaries and covered dependants, after employment but before retirement, under
specified circumstances,

BCE accrues its ohbligations under employee benefit plans and the related costs, net of plan assets. Pen.
sion costs and other retirement benefits earned hy employees are actuarially determined using the
projected benefit method pro-rated on service and based on management’s best estimate of expected plan
investment performance, salary escalation, retirement ages of employees and expected health care costs.
Pension plan assets are valued at fair value, using 3 market-related value approach, which is also used in
calculating the expected return on plan assets. Past service costs arlsing from plan amendmenms are
amartized on a straight-fine basis over the average remaining service period of the employees active at the

~,

date of amendiment. The excess of the net actuarial gain (loss] over 10% of the grester of the benefit obliga-
tion o¢ the fair vaiue of ptan assets is amortized over the average remaining service period of active
employees, When the restructuring of a benefit plan gives rise 1o both a curtailment and a settiement of
abligations, the curtailment is accounted for prier to the settlement, Avaluation is performed at lrast every
three years w determine the actuarial present value of the accrued pension and other retirement benefits,

INCOME TAXES

BCE uses the liability method ol accounting for inceme taxes. Future income taxes are provided for tempo-
rary differences hetween the carrying amounts of assets and Habilities for accounting purposes and the
amounts used for tax purposes, computed based on rates and provisions of enacted and substantially
enacted tax law.

SUBSCRIBER ACQUISITION COSTS

BCE subsidizes the cost of the Direct ta Home {DTH] satellite hardware equipment sold to its tustamers.
These subsidies are deferred and amortized over three years. In addition, wireless subscriber acnuisition
costs are deferred and amortized over the terms of the contracts, which normally do not exceed twenty-
four months. Al other subscriber acquisition costs are expensed as incurred.

STOCK-BASED COMPENSATION PLANS

The Corporation’s stock-based compensation plans consist prima:rély of the Employees’ Savings Plan [ESP]
and the Long Term Incentive {Stock Option} Programs, which, prior to 2000, may alsg have included SCPs,
which are described in Note 17, No compensation expense is recognized for these plans when shares or
stock options are issued ta employges, Any consideration paid by employees on exercise of stock options
or purchase of shares is credited 1o share capital. A compensation expense is recognized for the Corpora. |
tion's portion of the contributions made under the ESP.

EARNINGS PER SHARE

Effective January 1, 2004, BCE adapted the revised recammendations of the Canadian institute of Char-
tered Accountants {CICA] Handbouk section 3500, Earnings Per Share [£PS5]. The revised Handbook section
requires the presentation of both basic and dituted EPS on the face of the income statement regardiess of
the materiality of the difference between them, In addition, the treasury stock metiod is used to compute
the dilutive effect of options, warrants and similar instruments as opposed 1o the previously used imputed
earnings approach. The section alse requires that a reconciliation of the calculation of the basic and diluted
EPS romputatians be disciosed. The revised recommendations were applied retroactively with restatement
of prior periods.

FUTURE ACCOUNTING CHANGES

The CICA recently issued new Handbook Sections 1581, Business Combinatians, and 3062, Goodwill and
Other Imangible Assets. Effective July 1, 2004, the standards require that all business corabinations be |
accounted for using the purchase methad. Goadwill resulting froim business acquisitions an or after July 1, -
200% is not heing amortized. Additionally, effective January 1, 2002, goodwill and intangible assets with
an indefinite life witl no longer be amortized to earnings and will be assessed for impairment on an annuat
basis in accardance with the new standards, including a transitional impairment test whereby any resulting
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1.SIGNIFICANT ACCOUNTING POLICIES {continued]

impairment will be charged to opening retuined eamings. BLE's management is currently evaluating the
impact of the adoption of the new standards, and althaugh itis likely, particulary for BCE Telegiabe, that
the transitionat impairment test will result in a significant impairment charge, BLE's management has ot
yet completed the assessment of the quantitative impact on its financial statements.

in addition, the CICA recently issued amendments to Handbook Section 1650, Fareign Currency Transla-
tion. Effective January 1, 2002, the standards require that alt unrealized translation gains and losses on
assets and liabilities denominated in foreign currencies be included in eaa'nlings for the year, including
gains and losses on Jong-term monetary assets and Habilities, such as long-term debt, which were previ-
ously deferred and amortized on a straight-line basis over the remaining fives of the related items. These
amendments will be applied retroactively with restatement of prior perieds. At December 31, 2001,
included in Other long-term assets was $271 miflion relating o unrealized foreign currency losses.

The CICA also recently Issued new Handboak Section 3820, Stock-based compensation and other stock-
based payments. This Section establishes standards for the recognition, measutement and disciosure of
stock-based compensation and other stock-based payments made in exchange for goods and services and
applies to transactions, including non-reciprocat transactions, in which an enterprise grants shares of
comman stock, stock options, or other equity instruments, or incurs liabilities based on the price of
commaon steck or other equity instruments. This Section sets out a fair value baged method of accounting
and is required for certain stock-based transactions, effective January 1, 2002 and applied to awards
granted on or after that date. BCE's management does not expect the adoption of the new Standad to have
an impact on its financial statemants,

i 2.SEGMENTED INFORMATION

BCE centers its activities around four core operating segments, based o products and services, reflecting
the way that the chief operating decision maker classifies its operations for purposes of planning and per-
formance management. ‘

Bell Canada - represents the consolidation of Bell Canada Holdings Inc. [BCH] with Bel Canada and its con-
solidated subsidiaries {including Bell Mobility tnc., BLE Mexxia Inc. {carrying on business under the name
© Bell Hexxia) and Bell ActiMedia inc.) Bel! Distribution Inc. and Certen inc. BCH swns 100% of Belt Canada,
In addition, the segment includes the consolidation of Aliant Inc. {Aliant] {approximately 39% held by
Belt Canada and approximately 14% held by BCE Inc.}, as weli as Bell Expressvu Limited Partnership {Bell
ExpressVu). BCE owns 80% of BCH, the remaining 20% is owned by SBC Communications Inc. (SBC).
. This segment provides connectivity to residential and business customers through wired and wireless
woice and data communications, high speed and wireless Internet access, direct-to-home sateliite entar-
tainment services, IP-broadband services, e-business salutions, local and fong distance phone and
directory services,

Bell Glohemedia - represents the consolidation of CTV Ing, [CTV], The Globe and Mail, Bel! Globemedia Inter-
active and other media interests. BCE owns 70.1% of Bell Globemedia, while 20% is held by The Thomson
Corporation {Thomson] and 9.9% is held by The Woodbridge Company Limited [Woodbridge). This segment
: provides integrated information, communications and entertainment services to (anadian custiomers and
access to distinctive Canadian content. This segment also allows for the creation of unigue destinations for
Internet users through the various portal properties.
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BLE Teleglobe - represents the global communications and e-business segment of BCE. This segment pro-
vides a broad range of international and domestic communication services including voice, nternet
connectivilg, high-speed data transmission, hosting, broadhand, broadcast and other value-added ser-
vices on a wholesale and retail basis, BCE Teleglobe is a business unit of Teleglobe Inc., which is ?7% owned
by BCE Inc. and 23% owned by Be!l Canada.

BCE Emergis - represents BLE Emergis Inc. {BCE Emergis]. This segment provides business ta business
{B2B) e-carnmerce infrastructures, strategicaliy focusing on market leadership in the transaction-
intensive eHealth and financial services sectors, through its three strategic business units, eHealth
Sotutions Group, BCE Emergis ~ Canada and BLE Emergis ~ U.S.A. BCE owns approximately 65% of BCE Emergis,
with the remaining common shares being publichy held, ' ‘

BLE Ventures — reflests all non-core businesses, including BCE's interests in Bell Canada Intermational Inc.
[BC1), Telesat Canada { Telesat}, €61 Group Inc, {C6!} and ather BCE investments.

The Corporation uses the contribution to consolidated net earnings as the profitability teasure for each
of its segments, The accounting policies of the segments are the saine as thase described in Note 1. Inter.
segment sales are negotiated on arm’s length terms,

The following ables present information by geographic area as welf as information about reported
segment profits and assets:

GEOGRAPHIC INFORMATION

For tise yene ended Decomber 31 ) ‘ ‘ ) ZDDl. o . 2306

© o UBevenuss Caphta) . Revenues Copita?
Externa) | neRbis R - Exzerval sysets &
i o o ] oodwill TUSLETCHS gootwili
Canada 16,119 25,218
United States - 555 10,169
Other foreign countries : E 758 3218
Total 42674 17,432 38,605

{a} The point of pegin [ihe Boarn of ihe seting srgardravion] of rovenues and the lcation of capital ausets andt gosdwill dewrming the
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2.SEGMENTED INFORMATION [continued]

BUSINESS SEGMENTS

FQ( o year c:'xa‘eﬂ Becesmber 31, 2008
Operating revenues

External customers
Inter-segment

Total operating revenuas
Amortization expense
Interest income
Intergst expense
Equity in lesses of significantly influenced companies
Income taxes recovery (expense]
Eamings {loss] from continuing operations
Segment assets
Capital expenditures

Faz the yrar ended Oecember 33, 2000

Operating revenues

15,800 98 2 468
Amontization expense 2,829 ? 52 346 272
interest income 14 1 4 G 23
Interest expense 1,028 4 39 36 367
Equity in nev earnings {losses) of significantly influenced companies 3 15 {122} - {9}
fncome taxes recovery [expense) {1.241] (7 (27] B {12}
Earnings [loss] from cantinuing operations ¥ 394 (78} {241} {209) {361]
Pa] Bepradins eoch Sugnient’s cmnsibutioa 1 BLES net earnings.
RECONCILIATION ] - ) ) ~ o
Fortheyearended Decermber 32 fd

Revenues
Total revenues for reportable segments 18,094
Corporate and other {inchuding elimination of inter-segment revenues | - [es2)
Jotal consolidated revenues 17,432
Earnings from continuing operations

i Total earnings {loss ] from continuing operations for reportable segments 105
Carporate and other (including elimination of intersegment earnings) 207
Total consolidated earnings from continuing operations 312 .
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"3. BUSINESS ACQUISITIONS AND DISPOSITIONS
2001

BELL GLOBEMEDIA

On January 9, 2001, Bell Globemedia was created. BCE uwns 70.1% of Beli Globemedia that includes TV,
The Globe and Mail, Globe Interactive and Sympatico-Lycos. BCE transferred its interests in CTV, Sympatico-
Lycas and other miscellaneous media interests 1o Beit Globemedia. This transaction was accounted for at
fair value resulting in the recogpition of a $33 mittion gain on reduction of ownership in subsidiary compa-
nies. The acquisition of The Globe and Mail and Globe Interactive was accounted for using the purchass
$63 mittion and goodwill for $668 miflion.

In Qecember 2001, Bell Globemadia Inc. [Bell Glohemnedia] acquired 29.9% of The Comedy Network for
approximately $36 mittion, bringing its total interest in the Comedy Network 10 95.0%. In November 2001,
Bell Giobemedia completed the acquisition of Report on Business Tv from affitiates of The Thomsen Corpo-
ration, pursuant to'a previous agreement, for which Beit Globernedia had recorded an amount receivable of
$60 million on its balance sheet, with the effective purchase price amounting 1o $61 million, Effective
Septeimher 1, 2001, Beil Giobemedia completed the acquisitions of CFCF-TV and CKY-TV, two {TV affiliated

- television stations in Montrea! and Winnipeg, respectively, for a total aggregate cash consideration of
approximately $183 mitlion. The acguisitions were accounted for using the purchase method. The prelimi-
nary afiocation of the total aggregate purchase price was 1o tangihle assets for $45 million, tangibte
tiabilities for $42 mittion {including $34 mition of benefits and other costs payable on the acquisition} and
goadwill and other intangible assets for $277 million.

in November 2001, Bell Glubemedia completed the sale of its 40% interest in Spartsnet for a total cash

. consideration of approximately $138 million. No gain or foss was recognizad on the sale.

| BCE VENTURES
! On Masch 13, 2001, Telecom Arnéricas, a joint vemwre of BCI [BC holds a 41.7% interest in Telecom Américas
as at December 31, 2001}, announced a number of agreements that will collectively result in the acquisi-

. [Telet] and Americel S.A. (Americel] {increasing Telecom Américas’ econamic interest to appraximately 81%
¢/ in both companies) for an aggregate purchase price of approximately US $580 mittion. At December 31,
. 2001, Telecom Américas had purchased an additional 60% interest in Telet and Americel for approximately
: US $545 milfion.

On March 22, 2001, Telecom Américas invested $420 millian in Algar Telecom Leste S.A{ATL), increasing
* Telecom Américas’ total econamic awnership in ATL from S0% to 59%. Consequently, the accounting for ATL
- was changed from proportionate consoifidation to full consolidation as of that date. As a result of this trans-
. action, BU indirectly invested $208 million in ATL and increased its effective economic interest from 22.1%
" 10 24.6%. The acquisition of ATL was accounted for using the purchase methad, The pretiminary aflocation
i of BCI's proportionate interest of the purchase price was 1o angible assets for $483 million, tangible liabiti-
ties for $360 million and goodwill and vther intangibie assets for $85 miltion,
On April 9, 2001, Telecom Américas closed its agreement to acquire a 100% interest in Tess S.A. {Tess), one
© of two B Band zellular companies operating in the Brazilian state of Sao Faulo, for 2 total consideration of
- approximately US 5950 million [$1,480 miltion, of which $617 million represents BCl's praportionate interest],
 The consideration consisted of US $319 million in cash and US $631 million in notes payable, which had a
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tian of an approximate additionat 65% economic interest in the Brazilian cellular companies Tefet S.A. :

fair valve of US 8571 million, making the effective purchase price US $890 miilion, The acquisition of Tess ]
was accounted for using the purchase method. The preliminary allocation of BOV's proportionate interest of
the purchase price of $617 million was to tangible assets for $793 mitlion, tangible lahilities for $638 mil-
lion and goodwili and other intangible assets for $462 million.

Dn July 27, 2001, CG} acquired all of the outstanding comman shares of iMRglabal Corp. {IMRglabat], for
a to1d! consideration of $553 million, on the basis of 1.5974 Class A subordinate share of 6l for eazh
IMRglobal common share. The acquisition was accounted for using the purchase methad. The preliminary
atlpcation of the total purchase price was 19 tangibie assets for $165 miilion, tangible Jiabilities for
$131 miltion and goodwill and other intangible agsets for $529 mitlinn.

On August 31, 2001, Telecom Américas acquired for total consideration of US $210 millien a 60% eco-
namic interest in Techtel-LMOS Comunicacinnes tnterativas, S.A. [Techtel), an Argentine broadband
company, América Movil .4, de (V. [América Movil] contributed Techtel to Telecom Américas in exchange
for shares based on the September 25, 2000 joint venture agreement. As a result, BC) effectively acquired
a 25% economic interestin Techtel for $135 mitlion {US $88 million]. The prefiminary atlocation of BLI's pro-
portionate interest of the purchase price of $135 millien was (o angible assets for $112 miliion, tangible
liabilities for $72 riflion and gundwill and other intangible assets for $95 million,

2008

ALIANT

inJanuary 2000, BCE increased its ownership in Aliant, a provider of telecommunications services, as well
as information technology, remaote communications services, and Internet-based solutions, from approxi-
matety 41% to approximately 53% {at December 31, 2001 approximately 39% held by Bell Canada angd
approximately 14% held by 8CE Inc.}. The acquisition was accounted for using the purchase method. The
aggregate purchase price was a total cash consideration of $435 millian. The allocation of the purchase
price was to tangible assets for $2,885 million, tangible Habilities for $2,757 million and goodwilt for
$307 miltion, Certain put and call options have been put in place which, if exercised, will transfer the
shares acquired by BCE inc. to Ball Canada-on agreed upon terms,

BELL GLOBEMEDIA

In Aprit 2000, BCE completed the acquisition of alt of the outstanding cornmon shares of C1V, including the
L1V commnn shares held by Elecirohome Broadcasting Inc., for a cash consideration of approximately
$2.3 billion. LTV, Including fts subsidiary NetStar Communications Inc, {NetStac], is a conventional and spe-
cialty broadcaster with a local presence across Canada, The CTV shaves were transferred 0 a trustes
pending receipt of the Canadian Radig-television and Telecommunications Commission {CRICY and other
regulatory approvals, which were ebtained on December 7, 2000. During the time the shares were held by
the trustee, the investment in CTY was accourted for using the equity method. Starting in December 2000,
BCE's results reflect the consalidation of CTV. As part of the LRTC approvat process, an additional 10%
{approximately $230 million] of the vatue of the transaction will be spent by 2007 on initiatives that will
benefit the Canadian broadcasting industry {benefits package]. The cost of the benefits package has been
inctuded as pari of the purchase price for the acquisition of {1V, for a total purchase price of approximately
52.5 bitlion. The acquisition was accounted for using the purchase methad. The allucation of the purchase
price was to tangible assets for $1.7 billion, tangible liabitities for $1.1 billion and goodwill and other
intangible assets for $1.9 billion, A




3.BUSINESS ACQUISITIONS AND DISPOSITIONS (continued]

TELEGLOBE INC.

On November 1, 2000, BCE completed the acquisition of substantially all of the outstanding
common shares that it did not atready own of Teleglobe inc. The aggregate purchase price of $2.4 billion
was enmprised of $240 million in cash and $2.2 billion in 8CE Inc. common shares [approximately 174 million
common shares were issued] at $41.20 per BCE Inc. comman share, which reflected the average of the
high and low of the macket value of the shares on November 1, 2000. The acquisition was accounted for
using the purchase method. The purchase price allotation relating to the acquisition was finalized in the
firstquarter of 2001, and was (o tangible assets for $3.7 billion, tangible Habilities for $4.4 billion and good.
will for $8.1 billion. As a result of the finalization of the purchase price allocation and the finalization of
the fiscal 2000 year-end financial statements of Teleglobe Inc., BCE recorded » cha}ge of $60 million
refating to its share of asset write-downs and ane-time charges recorded by Teleglobe Inc. in the fourth
quarter of 2000.

BCE EMERGIS

Gn March 24, 2000, BCE Emergis completed the acquisition of all the outstanding shares of United Payors
& United Providers, Inc, (UPRUP] of Rockville, Maryland, a provider of health claing processing services in
the U5, The aggregate purchase price was a cash consideration of approximately $824 million, subject o
certain adjustments. The acquisition was accounted for using the purchase method, The aliocation of the
purehase price was to tangible assets for $183 miition, tangible liabiities for $23 million and goodwill
for $664 miltion, '

BCE YENTURES

On Movember 16, 2600, BCY, America Mavil S.A. de TV, [America Movil) and SBC international, Inc,
{SBC tnternational) announced the closing of the September 25, 2000 jaint venture agreement and the for.
mation of Telecom Américas, The September 25, 2000 agreement was entered into with Telefonos de
Mexico S.4. de CV. [Telmex]. However, Teimex subsequently assigned its rights in the joint venture agree-
ment to América Movil, which now holds the cellular operations and most international investments of
Telmex. BCI and América Movil each held initially a 44,3% interest in Telecam Américas while SBC Interna-
tional holds an 11.4% interest. At closing, Telecom Américas’ inftial capitalization was approximately
US %4 billion and includes the Latin American assets of BCH {excluding Vésper 5.4, Vésper S3o Paulo S.A.
and the Internet service provider, Yento Lida. (collectively, the ¥ésper companies) and Axtel 5.A: de C.Y. of
Mexico {Axtel], and América Mévil's and SBC International's investments in the Brazilian wireless company
ATL-Algar Telecom Leste 5.A {41L]). BCl recorded a gain of $530 million on the contribution of its invest-
ments to Telecom Américas at fair value, which is being deferred and amortized on a staightdine basis over
approximately 13 years as well as goodwill and other intangihle assets arnounting to $569 million, upan
the cantribution of ATL at fair valug by its partners.

4 RESTRUCTURING AND OTHER CHARGES

Bell Canada recorded a pre-tax charge of $736 mitlion (BCE's share is $347 miltion on an after tax basis] in
the fourth quarter of 2001, representing restructuring and other charges of 3345 million and $391 million,
respectively. The restructuring charge is related w employee severance, inchuding enbanced pension bene-
fits and ather directly related employee costs, for approximately 2,800 employees, which resulted
primarily from a decision to streamiine certain management, clerical, line and other support functions,

Qther charges consisted primarily of the write-off of wireless [Bel Mobility] capital assets refating mainly
to the analog and paging networks and P(5 base stations. The restructuring program is expected to be
substantially compfeted in 2002, At December 31, 2004, the remaining unpaid balance of this restructur-
ing provision was 5177 milfion.

BCE Tetegiobe recorded o pre-tax charge of $198 million {BCE's share is $126 miition on an after tax
basis} in 2001, representing restructuring and ather charges related (o the closing of certain facilities and
network costs, employcee saverance and other related employee costs, for approximately 450 employees,
which resulted primarily from a decision to restructure portions of its business due 1o changing inerna-
tional marke1 conditions, as well as a write-down of certain assets, The restructuring program was
substantially completed and as at December 31, 2001, the remaining unpaid batance of this restructuring
provision was $52 mitlion. .

Bell Canada recorded a pre-rax charge of $239 million {BCE's share is $114 million on an after tax basis )
in the first quarter of 2001, representing restructuring and other charges of $210 miition and $29 million,
respectively, related 1o employee severance, including enhanced pension benefits and other directly
retated employee costs, for approximately 1,900 employees, which resuited primarily from a decision to
streamiine support functions, and the write-off of certain assets. The restructuring program was substan.
tially completed and as at Deceynber 31, 2004, the remaining unpaid hatance of this restructuring provision
was $47 mitlion. )

5.0THER INCOME [EXPENSE)

For the year ended Degrmber 31

Gaing un disposal of investments (]
Gaing on reduction of ownership in subsidiaries and joint ventures (b}
Losses on write-down of invesunents {c]

Equity in netiosses of significantly influenced companies

Other :

{8} BCE recorded a gain of approximately $3.7 vilfion in 2001, relating 10 the settlement of short-term for.

" ward contracts on approximately 472.9 million Nortel Networks Corporation {Nortel Networks) -
comnon shares as weil as the sale of an equivalent number of Nortel Netwarks common shares,
These transactions resuited in towal proceeds of approximately $4.4 biltion, :

{b] Included in Dther income {expense] are gains on the reduction of ownership in subsidiaries and joint
ventures in the amount-of $306 mitlion in 2001, resulting primarily from the issuance of shares to
third parties relating to busingss acquisitions and public offerings by (G}, Aliant, BCl and BCE Emergis
[Note 3], .

fc] BO provided for a $149 mitiion [US $34 million] loss in 2001, relating 10 a put aption that may require
Bt to repurchase a third party’s indirect stake in Comunicacion Celular SA. Comeel SA. {Comeel} ata |
fixed amount that is greater than its fair valve. A
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6. INCOME TAXES

A reconciliation of income taxee at Canadian s1atutory rotes of 40.1% in 2001 {41.9% in 2008] with the
reported income taxes is as follows:

At December 31, 2004, the Corporation has non-capital tax loss carryforwards amounting 10 approximately
$3,31G million, expiring at various dates, as well as apgroximately 51,376 million that can e carried for-
ward indefinitely refating to BCI's operations in Brazii, In addition, the Corporation has nat capital fosses
amgunting to apprnxir})ateig 3169 miilion that can be carried forward indefinttely, For financial reporting

Significant companents of the provision for income taxes attributable to continuing aperations are as follows:

For the year ended Decamber 31 N R 'W:zobi‘ ) 2608 purposes, 3 future tax asset of 3845 mitlion has been recognized with respect to these loss carryforwards,
ncome taxes computed at statutory rates 760
Gains on reduction of awnership in subsidiaries and joint ventures {2] | 7. DISCONTINUED OPERATIONS
Losses not tax effected [ principatly BCI) 218 . . ]
Equity in net losses of significanty influenced companies {40] 5 Fortheyearended fecember 3t 2y
Gains and losses on disposal of investments 57 | Excel Communications group {Excel] {a} {33}
Difference between Canadian statutory rates BCi Latin American CLECs and Asia Motile segments {b} i
and those applicable (g foreign subsidiaries - 43 {51 | Nostel Mewworks [} 4,055
Large corporations tax 33. 17 | ORBCOMM Global, L.P. [ORBCOMM] (4] {80)
Reduction in Canadian statutary rate 4 48 | Netearnings (loss] from discontinued operations 4549
Goodwill amortization 3 214 :
Cther 56 i {a) Excel pravides retil telecommunications services such as long distance, paging and Internet sec-
Total income tax expense 1,323 vices to residential and business customers in North America and the UK, On August 26, 2001,

For the year endied December 21

) 204¢
Current income taxes 1,398
Future income taxes
Change in temporary differences 103
Recognition of loss carryforwards {229}
Tax rate changes 51
. Totalincome tax expense L 1323

The tax effects of temporary differences that gave rise ta futurs tax assets and liabilities from continuing
© operations are as foilows:

, & Decerbar 31 T

Non-capitalloss carryforwards 838

i Capital losses carryfarward 126

. Capital assets 187

i Employee benefit plans {378}

i lnvestmentlax credits {31]

Currency translation adjustments 13

i Gifference in accounting and tax basis for investments 10

. Other (313}

. Total future income taxes 452

. Future incame vaxes are comprised of:
Future income tax asset — current portion 50
Future incame tax asset — long-term portion 1147
Future income tax fiability ~ long-term {715}

* Totai future incoma taxes 452

Teleglobe Inc. and certain of its subsidiaries entered into definitive agreements for the sale of Excel's
Northy American aperations to an afﬁlia{e of VarTec Telecom, Inc: {Varlec]. The U.X. operations, which
are not part af the transactian, were shut down during the year. Consequently, the results of Excel
have been reported as a discontinued operation. The gross proceeds, estimated at approximately
US $250 miilion, will be based on Excel's actual 2001 financiai results and will be paid in the form of
unsecured five-year interest-bearing promissory notes, After accounting for the discount provision
on the notes receivable, closure costs of the UK. aperaiions, transaction costs, estimated operating
losses up (o the expected date of dispasal and related ems, the disposal of Excel will aot result in
any significant gain or loss. The sale is subject ta regulatory and other approvals and is expected
be completed by the end of the first quarter of 2002. The resuits of operations of Excel include an
impairment charge of $2,049 million, recorded in the first quarter of 2001, after completion of an
assessment of the carrying valug of BLE's investinent in Excel. The assets of Excel were written down
1o their estimated net recoverable amount, which was determined using the undiscounted net future
cash flows to be generated by these assets. The primary factor contributing to the impairment is a
lower than expected operating profit due to 3 reduction in Excel's forecasted minute volumes and
average revenue per minyte that are expected to continue in the foreseeable future.

Effective February 23, 2001, BCI sold its 20% equity interest in KG Telecommunications Co. Ltd,
{KG Telecom] for an aggregate cash consideration of approximately $285 million. KG Telecom repre.
sented 8C!'s last remaining operation in its Asia Mobile business segment, which in 2000, included
also the operations of Hanso! M.corn. Additionally, effective March 31, 2001, BCi adopted a formal plan
of disposal for ali of its operatigns in its Latin American Competitive Local Exchange Carriers {CLECS)
business segment, composed of Axtel S.A. de L.V, and the Vésper companies. Copsequently, the
results of these segments have been reported as discontinued gperations. In September 2001, BCI
wrote off its carrying vatue of $86 million in the Vésper companies.

{b)
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7. DISCONTINUED OPERATIONS [continued]
[c)

in May 2000, BCE distributed an approximate 35% interest in Nortel Netwarks w0 BCE common share-
hotders. BCE common shareholders received, far each common share of BLE held, approximately
1.57 post-split cammaon shares of Nortel Netwarks, Consequently, 8CE's resuits prior to May 2000
reflect its 35% interest in Nortel Networks as 3 discontinued operation. This transaction was recorded
as a distribution {dividend) to sharehofders at the pro-rata carrying value of BLE's approximate
37% interest in Nortel Networks prior to the distribution, This resulted in a decrease in the Investment
in Nartel Newworks of $10 bitlion, a decrease in Retained earnings of $ 10.1 billion {including transac-
tion costs of $70 million}, and an increase in Currency transtation adjustment of $150 miltion. BCE's
remaining interest in Norte! Networks is now being recordad as an investment at cast.

In the third quarter of 2000, Jeleglobe Inc. classified its investment in ORBCOMM, a provider of a digi- +
1al satetlite telecommunications system, as a discontinued operation. On September 15, 2000,
ORBCOMM voluntariiy filed a petition for protection under Chapter 11 of the U5, Bankruptcy Code.
Cansequently, BCE's resuits reflect a $60 miilion after tax write-down relating 10 its proportionate
interest in ORBCOMM as a discontinued pperation. BLE's propertionate interest in GRBLCOMM's after-
tax josses of $20 million have been reciassified frem equity in net earnings {losses] of significantly
influenced companies to discontinued operations.

(d)

Amounts includad in the consolidated balance Shests relating to discontinued operations are as follows:

8. EARNINGS PER SHARE DISCLOSURES

The foilowing is a reconciliation of the numerators and the denominators of the basic and diluted earnings
per common share computations for earnings from continuing operations:

F.ar me yeai & mlm December 31

Earnmgs from continuing operations {numerator) {§ millions]
Earnings from continuing operations
Dividends on preferced shares

Earnings from continuing operatigns - basic
‘Exercise of put options by (bl shareholders

Eafnmgs from continuing operations — difuted

Weighted average number of common shares
sutstanding {denominator) (millions}
Weighted average number of commuon shares outstanding - basic
Exercise of stock options
Exercise of put options by €6 shareholders

Weighted average number of commuon sharcs outstand\ng dﬂutezl

9. INVESTME“TS

e 2066
At Decomber 31 23‘3’3 R o T
- =00 Inves(mmts at eqwtg{a] 425
Lurrent assets 0 Investments at cost {b} ) 1,223
Non-current assets 3,569
Cursent liabilities (s02] ‘ . 9 1,648
Nan-current liabilities S (639) {a} The goodwill implicit in Investments at equity amounted to $171 million at December 31, 2001
Net assets of discontinued aperations 2,728 ($181 miltion in 2000).
™ . ( for the d 4 foll [b] Inciuded in Investments at cost is BCE's interest in Norte! Networks, consisting of approximately :
5 ' i 1 ;
& summarized state ments of operations for the discontinued aperations are as follows 13 miifion shares at December 31, 2001 ($152 million), and 60 million shares at Jecember 31, 2000
Far the year ended Doces seibic 31 . B 2000 {$721 million].
Revenue 662
Operating earnings {loss) from discontinued operations, net of 1ax 3692 - | 10. CAPITAL ASSETS
Gain on discontinued operations, net of tax 1,076 - e prv
Non-controiling interest [219] Freeeme : o
¢t Doox
Net earnings [loss] from discontinued gperations 4549 Tost valee
' Plant 32,480 12,180
Machinery and equipment 8,861 4,675
Buildings 2,954 1,762
Licenses 745 635
Plant under construction 2,862 2,862
Land 128 128
Other 296 59
48,3306 22,301

Amortization of capital assets amounted to $3,331 million in 2001 {$3,084 milion in 2000). Total interest
cost amounting to $71 mittionin 2001 [$21 miltion in 2000} was capitalized as capital assets.
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11.SUPPLEMENTARY INFORMATION

12. LONG-TERM DERT

Other

Other

~ AuDecember 2 2003 At Devember 31 2000
Other long-term assets {3} Bell Canada
Accrued benefit asset [Note 18] 1,826 Debentures and notes (weighted average interest rate of 2.5%), Sl
Unrealized foreign currency tosses, net of amartization 287 duein 2002 to 2054 {2} . 79,’{!5‘? . 7.475
Long-term notes and other receivables 197 Subordinated debentures {weighted average interest rate of 8.2%], - -
1,003 due in 2026 and 2031 R 2 275
T o T 3313 | Other [b) BB 505
 Debt due within one gf;ar {bl . Total - Bell Canada - - - ievy: 8’255,
Bank advances and notes payable 5313 | Hiamt
Long-term debt due within one year [Hote 12] 521 Debentures, notes and bonds, 5.40% 1 12.25%,
R ST ) 5,884 due in 2002 10 2025 [¢] (¢} {e) 1,052
e mmrEEl peguisition facility, LIBOR + 3.75%, due in 2003 {f] 271
Other long-term Habilities Term debt, LIBOR + 3.75%, due In 2005 {¢] 225
Accrued benefit liability {Note 18] 987 ¢ gener . 20
CRIC benefits packages 230
BCE inc. Serie;P retfactabie preferred shares (c] sop | Total-Mlant. 1,568
¢ BCI deferred gain on transfer of assets to Telecom Americas [Note 3j s27 Bell Globemadia
1,741 Revolving reducing term credit agreements [} 534
3,885 Notes, 7.15%, due in 2009, and other 174
I “1 Total - Bell Globemaedia 208
{a] Amortization of deferred charges amounted to $62 million in 2001 [$ 118 million in 2000). Teleqloba e,
(b} Dent due within ong year is expected 1o either be repaid by internaly generated funds ar (ef?nanceai {Jeng'nures IGS $994 million), 7.20% to 270%, due in 2009 10 2029 {h) 1,491
by the issuance of debt. Oebentures, 8.00% to 8.85%, due in 2002 to 2026 {i} 350
¢ [e} AtQecember 31, 2001, 16 miliion shares were outstanding, carrying an annual dividend rate of { Other 159
: § 1.50 per share. The shares may be redeemed, at the holder’s option, 011 a quarterly dasis on or after | Totat - Teleglobe Inc., 2,600 )
July 15,2002, at a price of $25 per share, The Corporation may, at any time, elect to create a further & gy 70 77 7 T
series of preferred shares into which the Series P shares will be convertible on a share-for-share | 14 126 Sanior deferred coupon bonds SPRE
hasis at the aptian of the holder, {2001 - US $116 snitiion, 2000 - US $125 million ] due in 2005 185 | 187
LIBOR + 2 variable margin [ 3,25% to 4.25%] Senior term loan o
{2001 —US $33 millian, 2000 - US $23 miltion] due in varying
semi-annual payrments ending in 2002 109
14.0% Senior discount notes
{2001 - US $77 million, 2000 - US $79 miltien} due in 2004 119
11.0% Senior unsecured notes, redeemable at the option of the issuer,
repayable in 2004 160
Notes {2001 - US $247 miliion], LIBOR and 3.6%, due in 2004 -
Term equipment financing {j] 577
fither {k) 536
Total - BCI 1.688
Telesat ~ Notes, 240% to 10.75%, due in 2002 to 2008, and other 301
Total - Other a5
Total long-term debt 14,615
Less: Amount due within one year [Note 11} {571}
Long-term deby 14,044
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12.LONG-TERM DEBT {continued)
BELL CANADA

[a] Debentures and notes inchude US $400 miliion maturing in 2006 and 2010 and 300 million Swiss francs,
due 2003, swapped into 11.5. doflar obtigations. In addition, $625 milfion of fong-1erm deiit includes call
options permitting early repayment of the principal amounts upon payment of certain premiums.

{5} Included in Other are obligations under capital leases of SBG mitlion {349 miltian in 2000}, net of
joans receivable of $335 million { $256 milfion in 2000). These obligations resulted from agreements
entered into in 1999 and 2001, whereby Bell Canada sold and leased back telecommunication equip-
ment far total aggragate praceeds of $399 million, a portion of which was invested in interest hearing
toans receivable, These capital leases, net of toans receivable, were originally issued far US $39 mi-
Hon and have been swapped 1a Canadian dolfar obligations,

ALIANT

{c] Al Debentures are issued in series and are redeemable at the option of Aliant prigr te maturity at the
prices, times and conditions spacified in each saries. The Debentures are issued under 3 trust inden-
ture and are unsecured. :

{d] The Nowes are a combination of both secured and unsecured issues. The unsecured nates have been
issued under o trust indenture orunder fong-term floating rate facilities. Certain notes are secured by
debentures containing a floating charge over certain assets.

[e} Al Bonds are issuedin series and are redeeinable at the aption of Aliant prior ta maturity a1 the prices,
times and conditions specified in gach seiies, The Bonds are secured by a Oeed of Trust and Martgage
and hy supplemental deeds. These instruments contain a first fixed and specific morigage, a pledge
and charge upon all real and immovahle property ang equipment of Allant Telecoramunications Inc.,
and a floating charge on all other property of Aliant Telecormunications Inc., both present and future.

{f]  As cotlaterat for the acquisition facility and termn debt, Strates Globat Corporation has provided a first
priority perfected security interest over all its assets,

BELL GLOBEMEDIA

{g] CIVhbas entared into revolving reducing term credit agreements, expiring in 2002 and 2006, and has
accordingly classified this bank indebtedness as !cing-term. These agreements are collateralized by
assets of LTV and NetStar and require certain financial ratios 10 be met on 3 quarterly basis aad
impose certain covenants and maintenance t2s1s and restrict the payment of dividends. Amounts
borrowed under these facilities bear interest at prime to prime pius 0.5% to 1.75% dependent on speci-
fied financia! ratios and the form of funds received. CTV has fixed interest rates through swap
agreements on $130 miltion of bank indebtedness. As at December 31, 2001, the prime rate was 4%,

TELEGLOBE INC,

{h] The 7.20% and 770% debentures issued on July 20, 1999 are unsecured and redeemable at any time
by Teleglobe Inc. They are fully and uncanditionally guaranteed by Teleglobe Holdings {U.5.] Corpora-
tion. They were issued under a trust indenture providing for the creation of a debenture in the
principal amount of 45 $1 billion. On August 18, 1998, the trust indenture for both debentures was
moedified to procure for holders of the 2.20% debentures the option to sell the debentures back to
Teleglobe Inc. at par on July 20, 2005, and for holders of the 270% dehentures, the option to sell the
debentures back to Tetegiobe Inc, atparon July 20, 2011,

[i} The 8.85%, 8.35% and 8.00% debentures issued in 1992, 1993 and 1996, respectively, are unsecured
antt redeemable at any tme by Teleglobe Inc. They were each issued under a trust indenture provid-
ing for the creation of a debenture in the principal amaunt of $350 million. They are fully and
unconditionally guaraniteed by Tefegiabe Holdings (US.} Corporation.

BCl

{i}  Term equipment financing at LIBOR plus 2.5% to 10% due at different dates no latar than 2005. As at
December 31, 2001, the one-month LIBOR rate was 1.87%.

{k] Other consists mainly of bank Inans and other financing at various rates due at different dates no
later than 2009.

LONG-TERM DEBT MATURITIES

Long-term debt maturities are summarized belaw:

260 2063 2004 W05 | 2005 Therslter s
_BeliCanada 858 1,498 es8 8tz | S4B 5,887 9,898
Ajant ’ 85 330 192 - 251 1 682 1,548
Bell Globemedia ~ 140 - - 195 ¢ 150 485
Teleglobe Inc. 143 140 6§ 98?7 8 : 228 2,002
BO 482 318 678 298 11y 248 2,132
Telesat ’ 78 3 3 3 193 13 371
Other © 30 26 13 16 - 17 102
Total 1,676 2,455 1,205 2,347 1,014 ° 7,840 15,537

The commercial paper programs of BCE Inc., Bell Canada and Allam [excluding BCE inc.’s and Bell Canada’s
extendable (lass £ Notes] are supported by tines of credit, extended hy several banks, totalling $2 biition !
at Decembier 31, 2001, under which a total of approximately $275 miilion in commercial paper was out- -
standing, tn addition, Beit Canada had approximately $130 million of Class E Notes outstanding [nil at BCE |
nc.). Under their commercial paper programs, BCE Inc. and Bell Canada may issue Class E Notes that are
not supparted by any committed lines of credit but are instead extendabdle, at BCE Inc.’s and Bell Canada's
option, in certain circumstances, The maximum principal amount of Class E Notes outstanding at any ope
time may not exceed $360 million in the case of BCE Inc. and $400 million in the case of Bell Canada,

£3. FINANCIAL INSTRUMENTS
RISK MANAGEMENT ‘

B8CE periodicaily uses varipus derivative instruments to manage its foreign currency and interest rate posi-
tions and w diversify its access to capital markets, The derivative instruments entered into by BCE include .
interast rate swaps, interest rate caps, crass currency swaps, forward contracts, furward rate agreements :
and foreign currency denominated options.

CREDIT RISK

BCE is exposed to credit risk in the event of non-performance by counterparties 0 its derivative financial -
instruments, but daes not anticipate non-performance by any of the counterparties. BCE deals only with

highly rated financial institutions and monitors the credit risk and credit standing of counterparties ona
regular basis. BCE manages its exposure to ensure that there is no substantial concentration of credit risk

—
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. 13. FINANCIAL INSTRUMENTS [continued)

resulting from derivative contracts with any particular counter party, In addition, BCE is exposed to credit
risk from customers, However, BCE's businesses have a large number of diverse customers that minimizes
the concentration of this risk.

CURRENCY EXPOSURES

At December 31, 2001, principal amounts to be received under cross cufrency contracts inciude
SF 300 miltion, US $179 million and $80G miltion, whereas principal amounts gwed under cross currency
contracts include US $230 million and $224 million. Of the: $16.5 billion of tota tong-term debl, $4.2 bittion
i exposed to fluctuations in Foreign exchange rates.,

INTEREST RATE EXPOSURES

Long-term debt is issued mainly at fixed interest rates and notes payabie are issued at market rates for
comemercial paper. Of the $16.5 billion of total long-term debt and $1.3 billion of preferred shares, $2.4 bil-
fion and $200 mitlion, respectively, are exposed to fluctuations in interest rates,

FAIR VALUE

Fair values approximate amounts at which financial instruments could be exchanged between willing par-
ties, based on current markets for insteuments of the same risk, principal and remaining maturities, Fair
values are based on estimates using present vatue and other valuation technigues, which are significantiy
affected by the assumptions used concerning the amount and timing of estimated future cash flows and

discount rates, which refiect varying degrees of risk. Potential income taxes and other expenses that
would be incurred on disposition of these financial instruments have not been reflected in the fair values.
* Therefore, due to the use of subjective judgement and uncertainties, the aggregate fair vatue amount
. should not be interpreted as being realizabie in an immediate settlement of the instruments.

The carrying value of all financial instruments approximates fair value with the following exceptions:

hedged at an average price of approximately $80 per share. In the first quarter of 2001, BLE settled )
the short-term forward contracts nn approximately 47.9 miltion Nortel Networks commaon shares and
sold an equivalent number of Noriel Networks common shazes. An additional six milion of BCE's
approximate 13 mitlion Norte} Networks common shares have been designated as a hedge of B(E's
exposure to outstanding rights ta SCPs {Note 12].

[2] Amounts receivable or payable under cross currency contracts are included in current assets,
deferred charges or liabilities, as appropriate.

SALE OF ACCOUNTS RECEIVABLE

Undar an agreement efféctive Gctober 14, 1997, Bell Canada sold accounts receivable for aggregate cash
proceeds of $650 million. On December 12, 2001, this agreement was terminated and replaced by a new
agreement dated Oecember 12, 2001, whereupon Bell Canada sold a co-ownership interest in a poot of
present and future eligible accounts receivable to a securitization trust that issued securities to investors
for aggregate cash proceeds of $875 mitlion, As at Jecember 31, 2001, Bel Canada is carrying a retained
interest in the transferred accounts receivable of $76 million, Bell Canada estimates the fair value of the
retained interests and calculates the foss on sale using a present value of estimated cash flows model.
Under an agreement effective December 13, 2001, Aliant seld accounts receivable to a securitization trust
for aggregate cash groceeds of $150 million. Pursuant to the agreement the Company transferred $177 million
of accounts receivable to the trust. The excess of amoums transferred aver the $150 million sold represents
the Company’s retained interest and the amount of overcollateralization in the receivables transferred.
Pursuant to these agreements, Bell Canada and Aliant continue to service the accounts receivable and
their interest in caliections of these accounts receivable in subordinated 10 the purchaser’s interest.
Beil Canada and Aliant remain exposed to certain risks of default an the amount of receivables under
securitization and have provided various credit enhancernents in the form of overcoltateralization and
subordination of its retained interests. The purchasers will re-invest the funds from collections in the
purchase of additional interests in Bell Canada and Allant accotints receivable until the expiration of the -
agreements on December 12, 2006 and December 13, 2006, respectively, The purchasers and its investors

AT have no recourse Lo Bell Canada’s and Alfant’s other assets for failure of the debiors 1o pay when due.
. : P - In 2001, Beti Canada and Aliant recognized pre-tax losses of $4 miliion and $388,000, respectively on
; vk value these securitization transactions. The key assumptions underlying these transactions are:
* Investment in Nortel Metworks {a) 721 2,907 e 8 1|£ ‘l' - kAI:"
© Long-term debt due within one year 521 502 cifkanada . Miant
- Long-term debt 14,044 14,702 | Costoffunds 2.5% 2.3%
Derivative financial instruments, Weighted average life in days 39 48
© netassets (fiability] position: Average credit loss ratio 0.8% 0.9% .
Forward contracts Servicing fee liability 2.0% 2.0%
~ Nortet Netwarks shares {a) - 2,005

Forward contracts

- BCEIn¢. shares
Cross currency contracts {b)
Interest rate swaps

{a} Ouring the second and fourth quarters of 2000, BCE entered into forward contracts, for up to one
§ year, with several financial institutions to hedge its exposure to fluctuations in the market price of
Nortel Networks common shares in relation to the monetization of such shares. As a result of these
contracts, approximately 47.8 million of BCE's 60 million Norte! Networks common shares were
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The sensitivity of the current fair valuz of the retained interests or residual cash flows to an immediate
10 percent and 20 percent adverse change in each of the above assumptions in each case is less than
$500,000,

GUARANTEES

At Oecember 31, 2001, BCE had outstanding guarantees of $333 mitlion representing financial, bid, perfor-
mance and advance payment guarantees issued in the normal course of business.




14

.NON-CONTROLLING INTEREST

At Becember 31

Ron-controlling interest in subsidiaries:

Bell Canada
Aliant

Bell Glohemedia
Teteglobe Inc.
BCE Emergis
BU

Other

Issued by subsidiaries: ' )

Bell Canada 1474 | 1065
Aliant 172 | -
Teleglobe Inc. o = 130
BEI ' 426
Oer .50
1,671

Total non-controlling interest 3,764

15.
L AUTHORIZED

FREFERRED SHARES

The articles of incorporation of the Corporation provide for an unfimited number of First Preferred Shares
and Second Preferred Shares. The articles authorize the Directors to issue such shares in one or more
serieg and to fix the number of shares of earh series, and the conditions attaching to them,

AUTHORIZED AND ODUTSTANDING

‘The following able provides a surmary of the principal terms and conditions retating to the Corparation's
authorized and sutstanding series of First Preferred Shares. The detailed terms and conditions of such
. shares are set forth in the Corporation's articles of incorpuration. All series outstanding at December 31,
2001, were non-voting except under certain circumstances when the holders were entitied to one vate per
share, All series outstanding at December 31, 2001, other than Series P shares [Note 11], were convertible
at the holder’s option inte another series of First Preferred Shares. At December 31, 2001, no Second Preferred
Shares werg outstanding,

Auhortzed | sued Capal
Anriug! Convestibie e Redernption Hember A DLC;N)cr # o

Serios dividend vate HHY Toterersion date Hedewption date price of shareg o -2004 2000

0 faj[n} Series B December 1, 2010 December 1, 2005 © £25.50 8,000,000 oo -

R {al{c] 1,5435 Series ) Bacember 1, 2005 Uecember 1, 2008 $25.00 8,000,000 RN 1 200

S [e}(dl floating Series T November 1, 2006 At any time $25.50 8,000,000 Rt 200

T {b) Series § Movember 1, 2011 Hovember 1, 2011 $25.00 8,000,000 Sl -

U {c}{e}{f} 1.3850 Series V March 1, 2007 March 1, 2007 $25.00 22,000,000 350

v o (b) Series U March 1, 2012 March 1, 2012 $25.00 22,000,000 -

w {c)ie}{f} 1.3625 Series X September 1,2007 September 1, 2007 $25.00 20,000,000 300

% [b] Series W September 1, 2012 September 1, 2012 $25.00 20,000,000 -

¥ le)le){g) 1.1500 Series Z December 1, 2002 December 1, 2002 $25.00 10,000,000 250

7 (b} Series Y December 1, 2007 December 1, 2007 $25.00 10,000,000 -

{a] OnDecember 1, 2000, the 8 million Series § shares were converted into B miliion Series R shares. instead of fixed curnulative quarterly dividends, At any time, the Corporation may now redeem the
Holders of the Series R shares are entitled to fixed cumulative guarterly dividends. The Corporation Series S shares for $25.50 per share. :
may redeem the Series A shares on December 1, 2005 and on December 1 every fifth year thereafter | {e] Holders of Series U, W and Y shares will be entitied 1o floating adjustable cumutative monthiy divi- :
for $25 per share. dends starting on March 1, 2007 September 1, 2007 and December 1, 2002, respectively.

{8} Authorized but not issucd, {f] The Corporation has entered into interest rate swap agreements until 2007 1o effectively convert the .

{c] Authorized and outstanding, except that only 14 million Series U shares and 12 million Series W Series U and W fixed dividends to floating rate dividends equal to the 90-day Bankers’ Acceptance
shares are gutstanding. Rate less 0.675% and 0.594%, respectively. The Corporation may redeem the Series U and Series W -

{d] OnMNovember 1, 2001, the Series S shares were not converted into Series T shares, Accordingly, since shares on and after March 1, 2007 and Seprember 1, 2007, respectively. Hawever, if these series are |
that date, holders of the Series § shares are entitled to floating adjustable cumulative monthly dividends listed on The Taranta Stock Exchange, the redemption price after these dates shall be $25.50 pershare,

{g] TheCorporation may redeem the Series Y shares at any time after December 1, 2002 for $25.50 per share. -
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yls.CONMON SHARES AND CLASS B SHARES
AUTHORIZED

The articles of incarporation of the Corporation provide for an unlimited number of common shares and
Class B Shares. The common shares and the Class B Shares rank equally with respect to the payment of
dividends and upon liquidation, dissolution or winding-up of the Corporation. The Ulass B Shares are non-vating,

AUTHORIZED AND ISSUED

The following table provides information concerning the outstanding common shares of the {orporation.

Fér:im ye.:ﬁ m&:db&t‘umberyli o ‘ GG ’
Humber Stated
of shares capital
Outstanding, beginning of year '1643,804,984 5,789
Shares issued ) i
Exchange for Teleglobe Ing, g
common shares (Note 3] 1173,889,782 7,164
Exercise of stock options {Note 17) 11,316,467 36
Shares purchased for canceliation [a] (8,149,702]
Dutstanding, end of year 1809,861,531

As at December 31, 2001 and 2000, no Class B Shares were autstanding,
[8] 1n 2001, the Corporation purchased and cancelled 4.5 mitlion of its common shares for an aggregate
price of $191 miltion {9.1 miltion for $384 millian in 2000).

1 12. STOCK-BASED COMPENSATION PLANS
EMPLOYEES” SAVINGS PLANS (ESP]

Ihe ESPs enable employees of the Corporation and its participating subsidiaries te acquire BCE inc.
common shares through regular payrol! deductions plus employer contributions, if applicabie. Under the
terms of the ESPs, employees can choose each year to have up to a certain percentage of their annual earn-
: ings as determined by each participating company [ 10% in the case of Bell Canada) withheld to purchase

¢ the Corporation’s common shares. The employer contributes up to a certain maximum percentage of the

. empioyee’s annual earnings that, in the case of Bell Lanada, is 2%. The purpose of the ESP is to encourage
employees 1o own shares of the Carporation. Participation at December 31, 2001, was 38,278 employees
© (36,563 employees in 2000). Common shares of the Corporation are purchased by the ESP trustee on
¢ behalf of the participants on the open market, by private purchase or from BCE Inc., as determined from
time to ime by 8CE Inc. The total number of cormmon shares purchased on behaif of employees was
;4,953,410 during 2001 (3,518,159 in 2000). Compensation expense related 1o ESP amounted to $42 mil-
; fion (537 million in 2000]. At Becember 31, 2001, 8,542,289 commaon shares were reserved for issuance
! under the ESP.

40 2001 ANNUAL REPORT www.bce.ca

BCE INC. STOCK OPTIONS ]

Under the Long-Term Incentive Stack Option Programs {Programs] of the Carporation, aptians may be
granted to directors, officers and other key employees of the Corporation and of its subsidiaries to
purchase common shares of the Corporation generally at a subscription price of 100% of market value on
the last trading day prior to the effective date of the grant, At December 31, 2001, a total of 37,043,697
comman shares remained authorized for issuance under the Programs. The options are exercisable during
a period not to exceed ten years and are generaliy not exercisable during the first 12 months after the date
af the grant. The right lo exercise all the options generally accrues over 3 period of fauryears of continuous
employment or directorship except when a special vesting period is granted. However, if therg is a change
of control of the Lorporation, the aptions may, if an pptience’s emplogment or directorship is terminated
under certain circunstances, become immediately exercisable. Furthermare, with respect to optionzes
employed by certain subsidiaries of the Corporation, the same result may alse occur if the Corporation
ceases, under certain circumstances, to hold a specific percentage ownership interest {as set forth in the
rograms ] in these subsidiaries.

As aresuit of the distribution of Nertet Netwarks common shares in May 2000 {Note 7], each of the
then outstanding BLE Inc. stock options was cancelled and replaced by a new stack aption giving the right
to acquire one BCE Inc. common share and, in addition, by a new stock option giving the right to acquire
approximately 1.57 post-split common shares of Nortel Networks {Nortel aptions] with exercise prices
established 50 a5 to maintain the economic pasition of the holder, In order to ensyre that the exercise of the
Nortet options would not resultin a dilution 1o Nortel Networks shareholders, the aggregate number of BCE
inc. common shares issuable pursuant 1o options granted under the Programs immediately prior to the
effective time of the distributian was factored into the comptitation of the number of Mortei Netwarks
common shares per BCE Inc. common share held tu be distributed. Accordingly, the exercise price paid w
torte! Networks on the exercise of the Nortel options is remitted to BCE Inc. shortly after the time of exercise,
with the amount being credited to Retained earnings, In addition, BCE Inc. atso has the right 10 exercise all
Hortel options that expire unexercised or are forfeited and hold the shares as an investment at cost.

Ihe following tabie summarizes the status of the BCE Incs Stock Option Programs:

Far the year endad Breembey 35 ) 2006 o
Vigighted
Murabing avniage

of shares BxerCiee price o

Qutstanding, beginning of year 5,767,012 856
Granted 4,812,218 $39
Exercised {986,244] $33
Expired B [4?8,29_{}”*“ $42
Outstanding, end of year 9,114,695 $27
Exercisable, end of year .30 1,057,731 911

The weighted average exercise price has been adjusted to reflect the distribution of the Nortel Networks
common shares in May 2000. -




£ 1?7. STOCK-BASED COMPENSATION PLANS [continued) The fallow:ng table summarizes the status of Teleglobe tnc.s Stock Option Programs &, and changes from

, o - . Movember 1, 2000 w December 31, 2000 and from J 1, 2001 to flecemb . 2001
The following table summarizes information about the BCE Inc’s Stock Option Pragrams mher o i rom anuatg Ul} Vo“es.em e 31.200

at December 31, 2001 Ear the perigd ended Dacereber 31 206
o Numbier Weighted .
of BLE Snc. aveiage
. shaes awprrise pricy
1 Qutstanding, January 1, 2001 “
and November 1, 2000 © 420,106,612 337
i Exercised = (330,223) $13
Expired | lsagsa) sk
Outstanding, December 31 418,934,537 $36
"4 Exercisable, December 31 8035329 ¢33

The foltpwing table summarizes information about Teleglobe inc.s Stock Option Programs
SPECIAL COMPENSATION PAYMENTS (SCPs] at December 31, 2001 '

Prigr to 2000, simultaneousiy with the grant of an option, officers and key emplogees of the Corporation
and its subsidiaries may have heen granted by their employer, from time to time, accompanying rights to
SCPs. As a result of the distribution of Nortel Networks common shares [Note 7], the then outstanding
options were divided into options to acquire BCE tnc. comman shares and Nortel Networks commaon
shares, and the relatesdt STPg were appropriately adjusted. As a result, SCP right holders now have, for each
5CP right held prior to the distribution, SCP rights refated to the increase in price of both the BCE inc. and
Mortel Networks common shares over the exercise prices of the related options. The amount of any SCPs is
equal 10 the increase in market vaiue of the number of the BCE Inc. and Nortel Ketworks shares covered by
the SCPs {which may not exceed the number of shares covered by the optjon to which it is refated] from
the date of grant of the SCPs 1o the date of exercise of the option to which the SCPs is related. To manage
SCP expense, BCE has entered into forward contracts to hedge its exposure o outstanding SCP rights .
related to options over BCE Inc. commaon shares and has designated approximately six million Nortel | BCE and certainofits significant subsidiaries maintain defined benefit plans that provide for pension, other -
Networks comman shares as a hedge of BCE's exposure Lo outstanding SCP rights related to the options retirament and post-employment benefits for substantially alt their employees based on length of service
over the Nortel Networks common shares, At December 31, 2001, 3,479,102 SCPs (4,080,111 at December | and rate of pay. BCE's funding policy is to make contributions to its pension funds hased on various actuarial -
31, 2000] relating to BCE Inc. common shares and 3,301,891 5CPs (3,698,215 at December 31, EDDU} cost methads as permitted by pension regulatory bodies, The companies are responsible 1o adequately
relating to Nartel Networks common shares covering the Same number of shares as the options 1o which | fun the plans. Contributions reflect actuarial assumptions concerning future investment returns, salary
they are related were outstanding, The payment of SCPs remains the responsibility of the employer. In projections and future service benefits, Pian assets are represented primarily by Canadian and foreign '
2001, compensation expense related to SCPs amounted to $64 miltion {$82 miflion in 2000). equities, government and corporate bonds, debentures and secured mortgages.

TELEGLOBE iNC. STOCK OPTIONS

18. EMPLOYEE BENEFIT PLANS

As a result of the acquisition of Telegiobe Inc. on November 1, 2000 {Note 3}, Teleglobe Inc. stock options
continue to be exercisable in accordance with thelr original terms and conditions, with the exception that
stock options holders will receive, upon exercise of their options, 0.91 of a BCE Inc. common share for each
Teleglobe Inc, stock option hetd, The outstanding Teleglobe Inc. stock options have a vesting period of three
to four years, and will expire sevei to ten years from the date of grant,
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18. EMPLOYEE BENEFIT PLANS {continued]

The changes in the benefit ohiigations and in the fair value of assets and the funded statys of the defined
bene(it plans were as follows:

Dther benetits

Projected benefit obligation,
heginning of year
Current service cost
Interest cost
Actuarial gains [losses]
Estimated benefits payments
Employee contributions
Business combinations
Special tlermination costs
Divestitures and other

For measurement purposes, a 4.5% annual rate of intrease in the per capita cost of covered health care
benefits {the haalth care cost trend rate} was assumed for 2001 excent for the cast of medication that was
assumed 10 increase at a 10.5% annual rate for 2001 and graduaily decline to 4.5% by 2005 and remain st

that leve! thereafter,

The net benefit plans expense [credit] included the following components:

Prajected benefit obligation, end of year
Fair value of plan assets,
beginning of year
Return on plan assets
Actuarial gains {losses)
Estimated benefits payments
Employer contribution
Emgloyee contribution
Business combinations
Divestitures

. Fairvalue of plan assets, end of year

: Funged status

i Unamortized net actuarial gaio

© Unamartized past service costs

| Unamortized transitional {asset]

. obligation

Valuation aliowance

© Accrued benefit asset {liability],
end of year [Note 11)

At December 31, 2001, approximately 1% of the plan assets are held in BCE Inc. common shares,
. The significant weighted-average assumptions adopted in measuring BLE’s pension and other benefit
; obligations were: )

{ MDecember 31

¢ Discount rate
i Expected long-termvreturn on plan assets
: Rate of compensation increase

Pension benellts Other benefits

For the year ended Oecember 31 - »_:‘ 26&1 20 ‘

Cutrent service cost ’ 30

luterest cost 109

Expected return on plan assets {28}

Amaortization of past service costs -

Amartization of net actuarial gain_ {5}

Amortization of wransitional {asset}

aohligation 40

Increase in valuation allpwance -
1. Other S -

Net benefit plans [credit] expense 146

19. COMMITMENTS AND CONTINGENCIES
COMMITMENTS

&t December 31, 2001, the future minimum lease pauments under capital leases were $301 million. At
Oecember 31, 2001, the futere minimum fease payments under operating jeases with initial non-can-
cellable lease terms in excess of one year were $414 millioa in 2002, 5362 million in 2003, $340 million in

_i 2004, $381 miliion in 2005, $276 mitlion in 2006 and $1,835 million thereafter, Rental expense applicable

1o operating leases in 2001 amounited to $700 million {$410 million in 2000},
AGREEMENT BETWEEN BCE AND SBC

n connection with the sale of a 20% interest in Bell Canada to SBC in 1999, BLE and SBC entered into a
unanimous shareholders' agreement, which includes, among uther conditions, the option by SBC to self ali

1 of its shates in BCH {the holding companiy of Bell Canada] to BCE, at any time fram Juty 1, 2002 until

Oecember 31, 2002, and at any time from July 1, 2004 until December 31, 2004, ot the fair market value of

= the shares multiplied by 1.25. BCE also has the option, during the same periods of time, 10 purchase ali of

SBC's shares at the fair market value of the shares multiplied by 1.25. BCE has the right to issue as
ronsideration, in fuli or in part, twa-year interest-bearing notes.
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13. COMMITMENTS ANO CONTINGENCIES [continued)
AGREEMENT BETWEEN BCE AND CGI

8CE entered into an agreement on July 1, 1998 with [6)'s three largest individual shareholders {1he Share-
holders] providing for certain put and cail pptions, as welf as rights of first refusat, on the shares of CGI heid
by the Shareholders. The agreement gives the Shargholders the right to graduaily self {put options) their
shares to BCE through January 5, 2004 and, thereafter for a periad of two years, the right to BCE to buy

{call options] these shares to the extent not already acquired hy BCE. The price per share payable on any

exercise of the put or call options will be, in alf cases, 115% of the market price for (Gl shares on the exer-
cise date payable in comman shares of BCE. These options, if fully exercised, will increase BLE's equity
ownership and voting interest in {61 to approximately 41%.

SHARED SERVICES AGREEMENT

Effective June 22, 2001, Bell Canada entered into a ten-year service contract with a special purpese entity.
This service contract will aliow Bell Canada to, over time, reduce systems and administrative costs through
the ratipnalization and enhancements of certain systems and the optimization of certain processes.
Bell Canada’s commitients are approximately $150 million over the first three years of the agreement. In
2004, Bell Canada may either exercise an option 10 buy the special purpose entity, or maintain the service
contract and therefore comimit itself to an additional mininum of $420 million in service {ees to the
third party.

LITIGATION

In the normat course of aperations, 8CE becames invoived in various claims and litigation. While the final
outcome with respect 1o claims and litigation pending at December 31, 2001 cannot be predicted with cer-
winty, it is the opinion of management that their reselution will not have a material adverse effect on BCE's
consolidated financial position or results of operations.

20.RECONCILIATION OF EARNINGS REPORTED IN ACCORDANCE WITH
CANADIAN GAAP 7O UNITED STATES GAAP

The consolidated financial statememts of BCE have been prepared in accordance with Canadian GAAP. The
tables helow present a recanciliation of the net earnings and retained garnings reported in aceordance with
Canadian GAAP to United States GAAP, )

tha yesr ended Uscember 31 2640

Net earnings {loss] applicable to camman shares:

Canadian GAAP ~ Continuing operations

Adjustraemts )

Additional pick-up of non-controiting interest (a)

Pre-operating expenses and subscriber acquisition costs {b}

Foreign exchange | ¢}

Employee future benefits {d]

Incoine taxes [e]

Gain on disposal of investments and on reduction of ownership
in subsidiary companies {f]

Discontinued operations (g}

Other

United States GAAP — Continuing operations
Discontinued operations - U.S. GAAP {g]

United States GAAP

Diher comprehensive earnings [loss] items
Change in currency translation adjustiment
Change in uirealized gain on investments ()

United States GAAP — Comprehensive earnings

Per common share — Unitad States GAAP
Continuing operations ~ Basic

— Fully diluted

- Basic

- Fully difuted

Net earnings {ioss]

For the yeas ended December 31

Retained earnings:
Canadian GAAP
Adjustments
Additional pick-up of non-controtiing interest {2}
Pre-pperating expenses and subscriber acquisition costs (b}
Foreign exchange {c]
Employee future benefits {d}
Gain on disposal of investments and on reduction of ownership
in subsidiary companies {f}
Discontinued operations (g}
Other

United Statas GAAP:
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20, RECONCILIATION OF EARNINGS REPORTED IN ACCORDANCE WITH
CANADIAN GAAP TO UNITED STATES GAAP [continued)

{a] Additional pick-up of non-controlling Interest

Under Canadian and United States GAAP, the controlling sharehalder is required to account for 100% of 2
subsidiary’s losses when the non-controlfing interest, related 1o that subsidiary, has been eiiminated an
the balance sheet. Any subsequent eamings from the subsidiary will be allacated entirely 10 the controlling
shareholder until previousiy absorhed fosses are recavered. However, Canadian and United States GAAP dif
ferences cause the point at which non-controlling interest has been eliminated to be different,

(b} Pre-operating expenses and subscriber acquisition costs
Under Canadion GAAP, pre-operating expenses, if they meet certain criteria, and subscriber acquisition
£osts can be deferred and amortized. Under United States GAAP, these costs are expensed as incurred,

{¢] Foreign exchange

Under Canadian GAAP, unrealized foreign exchange transiation gains and losses on fong-term monetary
assets and liabilities are deferred and amortized over the remaining lives of the refated iterns. Under United
States GAAP, the transiation gains and losses are reported in earnings immediately,

{d) Employee future benefits

The accounting for employee future benefits is, in al! material respects, consistent under Canadian and
United States GAAP, except for the recognition of certain unreatized gains,

(2] lncome taxes

The accounting for income taxes is, in ail material respects, consistent under {anadian and United States
GAAP except that under Canadian GAAP, income 1ax rates of enacted or substantiaily enacted tax law can be
used to calculate deferred income tax assets and liabitities while under United States GAAP, only income tax
rates of enacted tax law can be used. fa 2001, income tax rates were enacted, and as a result, all previous
Canadian and United States GAAP differences were reversed.

(] Gain on dlsposal’ofinvestments and on reduction of ownership in subsidiary companies
Undler Canadian and United States GAAP, gains on disposal of investments and on reduction of ownership in
subsidiary companies are calcutated in a similar manner. However, Canadian and United States GAAP differ-
ences will cause the underlying carrying value of the investment to be different, and therefore, the
resulting gain to be different, ‘

! [g) Discontinued operations

: Under United States GAAP. the disposal of Belf Canada international Inc.'s Latin American CLECs and
! Asia Mobile segments are not considesed discontinued operations, and the gain on reduction of BCE's
. ownership in Norte! Networks in 2000 was credited directiy to retained earnings as a result of BLE's spin-
aff the majority of its investment in Nortel Networks. Under Canadian GAAP, impairment charges on capital
assets and goodwill are calculated based on their estimated net recoverable amount determined using
undiscounted cash flows, whereas under United States GAAP, long-lived assets are written down to fair
* value using discounted cash flows, In addition, other differences between Canadian and United States
. GAAP will cause the historical carrying vaiues of the impaired assets to be different.

-

{h} Change in unrealized galn on investments
| Under United States GRAP, BCE's portfofio investments would be ciassified as “available-for-sale” and car-
 ried at fair value with any unrealized gains orlosses included in other comprehensive eamings, net of tax.

- —_ e i e e e+ s 2t - [N —
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{i) Recent pronouncements
The Financiat Accounting Standards Board {FASB) recently issued new Standards No, 141, Business Combi-
nations, and No. 142, Goodwiil and Other intangible Assets. Effective July 1, 2001, the standards require
that all business combinations be actounted for using the purchase method. Additionatly, effective Jonuary 1,
2002, goodwilt and intangille assets with an indefinite life will na longer be amortized to parmings and will be
assessed for impainment on an annual basis in accordanre with the new standards, including a transitional
impairment test. BCE's management is currently evaluating the impact of the adoption of the new standards,
and afthough it is likely, particularly for BLE Tefeglobe, that the transitional impairment test wili resultin a
significantimpairment charge, BCE's management has not yst assessed the impact on its financial statements.
The FASB recently issued new Standard No. 144, Accounting for the lmpairment or Disposal of Lang-
lived Assets, which is effective for fiscal years beginning after Decernber 15, 2001 and addresses how to
account for and report impairments of disposals of long-lived assets. An impairment foss is to be recorded
an long-lived assets being held or used when the carrying amount of the asset is not recoverable from its
undiscountad cash flows. The impairment loss is equal to the difference between the asseUs carrying
amount and gstimated fair value. Long-fived assets to be disposed of by other than 3 sale for cash are to be
accounted for and reported like assets being held or used except the impairment loss is recognized at the
time of the disposition. Long-lived assets to be disposed of by sale are 1o be recorded at the lower of their
carrying amaount or estimated fair vatue (less costs to seif] at the time the plan of disposition has been
approved and comemitted to by the appropriate company management, In addition, depreciation is o cease
at the same time, BLE's management does not expect the adoption of this standard to have a sigpificam
imgact on its future consotidated financial results.

21. SUBSEQUENT EVENTS

On February 14, 2002, 8CE Inc. filed & short form prospectus with Canadian securities regulatary authori-
ties qualifying thie issue of 20 million Cumulative Redeemable First Preferred Shares, Serfes A4 [Series AA
Preferred Shares] for aggregate proceeds of $510 miltion. 8 million af the 20 miltion Series AA Preferred
Shares are proposed o be issued pursuant to a pubtic bought deal nffering whereas the balance of 12 mil-
lian Series AA Preferred Shares would be issued to the hotders of BCE Inc.’s 12 million First Preferred
Shares, Series W {Series W Preferred Shares] if BLE Inc. elects to exercise its option to purchase all of the
Series W Preferred Shares from such holders. Haiders of the Series W Preferred Shares would then pay the
subscription price of $306 million for the purchase of 12 miilion Series AA Preferved Shares from the pro-
ceeds paid to them by BCE Inc. 19 purchase for cancellation the Series W Preferred Shares. The net
procesds ta result from the sale of the 8 million Series AA Preferred Shares will be used for general corpo.
rate purposes. The closing for these transactions is scheduled for March 1, 2002, '

On December 3, 2001, B(} announced a recapitalization plan intended to enable the company ta meet
its short term funding commitments, as weli as a compiementary plan that resulted in the.reorganization
of Telecom Americas into a company focused on the Brazilian mobile wireless market. On Janvary 11,
2002, 8Ll closed its rights offering for total gross proceeds of $440 million, in connection with its recapital-
ization plan. The public sharehalders exercised 42% of the rights offered to them, with BCE funding the
remaining balance of $392 million. Ais included in the recapitatization plan was the settiement of approxi-
mately $478 miltion in obligations through the issvance of common shares {excluding the settlement of 3
put optian obligation, as described in Note 3). B(E's percentage ownership in BCl after the settiement date

of February 15, 2002 was diluted to approximately 62%, subject to further change upon settiement of the
putobligation,




SELECTED FINANCIAL DATA - BCE INC._

The foliowing table sets forth selected consofidated financial data relating to the Corporation for each of the years between 1995 and 2004, inciusive,

For the year ended lecember 31

2001

www.bce.ca

. - e . ww s , Lo
Statements of operations data [ $ millions] SR
Operating revenues a7 12,432 13922 12,918 12,768 10,568
Earnings from continuing operations 2818 312 5,107 1,433 803 809
Digcontinued operations/Extracrdinary item . o{4,888) 4,549 357 3,165 {2,339} 343
Net earnings [loss) S .+ B 4,861 5,459 4,598 {1,536] 1,152
Netearnings {loss) applicable 1o common shares o 858 4782 5,366 4,505 {1610} 1,076
Balance sheets data {$ millions) . ‘ L :
Yotal assets i 54,335 i 51,383 36,960 32,170 40,298 41,261
Lang term debt {inciuding current portion} 18,837 - 14,615 9.862 10,348 12,784 12,586
Preferred shares 1,300 1,300 1,700 1,700 1,700 1,450
Common shareholders’ equity 15,890 16,161 16,192 11,945 8,109 10,522
Capital expenditures 338 4,118 3,588 3,774 3413 3,128
Common share data {a) L
Earnings (loss] per common share RN .
Continuing operations 282 0.35 7.80 2.10 1.14 1.15
Netearnings {loss) 052 7.43 8.35% ?7.07 {2.93) 1.720
Dividends declared pér common share _bE 124 136 1.36 136 136
Other data , ' = ~
Number of emplogees (tbausands) ) s B s s 122 12
{a} Adjdstcﬁ 1o reflect the BCE two-for-one stock split effective May 14, 1997,
{b} Unaudited,
"QUARTERLY RESULTS OF OPERATIONS (UNAUDITED) - BCE INC. ) -
The following table includes summarized financial data for each quarter of 2001 and 2600. This quarterly information has been prepared on the same hasis as the annual consolidated financia! statements.
) 3m ?ugr!e; ) Zrgd Ouasren_ o . Lt Quarter o
Qiperating revenues 4,870 4,386 5,184 3907
Earnings (loss) from continuing operations 22 10 105 2,808 175
Discontinued operations {35} G439 (82} (1-334} ‘ 3,997
Net earnings {loss] {13} 659 43 88D 4,172
Net earnings [loss] applicable to commen shares {31} 640 24 52 4,149
Net earnings {loss] per common share
Continuing operations ~ hasic 0.01 {0.01) 0.13 0.24
Lontinuing operations ~diluted - {0.02} 0.13 0.23
Net earnings (loss] - basic {0.04} 0.99 0.04 6.44
Net earnings {lass) ~ diluted {0.05} 0.98 0.04 6.06
Average number of common shares outstanding {millions] 74614 644.7 644.5 644.0
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